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Abstract

Safety-net hospitals have recently become targets of acquisition by health systems with the stated purpose of improving their financial solvency
and preserving access to safety-net services. Whether acquisition achieves these goals is unknown. In this descriptive case series, we sought to
determine the factors that contribute to safety-net hospital acquisition, and identify whether safety-net services are preserved after acquisition.
We examined 22 acquisitions of safety-net hospitals from 2016 to 2021 and described characteristics of the acquired safety-net hospitals, their
acquiring systems, and the operational fate of acquired hospitals. Relative to other hospitals in the same Hospital Referral Region in the year prior
to acquisition, acquired safety-net hospitals tended to be smaller and have lower occupancy rates. Acquiring systems were geographically
concentrated, with only 6 of 20 systems operating in more than 1 state. Safety-net hospitals frequently offered typical safety-net services
prior to acquisition. However, after acquisition, 2 of the 22 acquired safety-net hospitals lost safety-net services, 3 hospitals ceased inpatient
services, and 1 hospital closed entirely. These findings suggest that acquisition of safety-net hospitals may be associated with trade-offs
related to the provision of safety-net services for the communities that stand to benefit from them most.
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safety-net services or close due to incompatibility with the ac-
quiring system’s goals or insurmountable financial strain.'®'3

In this study, we describe a case series of safety-net hospital
acquisitions from 2016-2021. We first describe characteristics
of safety-net hospitals in the years leading up to their acquisi-
tion, with particular attention to their financial health and
payer mix. We then characterize the systems that acquired
these safety-net hospitals. Finally, we examine changes in the
types of safety-net services provided by the acquired hospitals
after acquisition. Understanding the fate of safety-net hospi-
tals that have been acquired in recent years is essential to in-
forming policies that seek to support systems that serve
uninsured and low-income patients.”

Introduction

Safety-net hospitals are a vital component of the US health sys-
tem, acting as an important health care access point for low-
income populations.' Despite their necessity, many safety-net
hospitals face formidable financial challenges given their char-
acteristic high proportions of uncompensated and undercom-
pensated care.”’ In recent years, safety-net hospitals have
become targets of acquisition by large health systems with the
stated purpose of improving their financial solvency and
preserving access to safety-net services.*® Hospital mergers
have generally been associated with significant increases in
prices, with limited evidence for quality improvement.””
However, the specific consequences of mergers and acquisitions
among safety-net hospitals are not known.

Acquisitions of safety-net hospitals that serve an essential Data and methods

community purpose may be beneficial if the acquiring system
can provide financial stability to prevent closures and main-
tain access to care for low-income populations.'’ If acquisi-

Data sources and variables

We used public hospital-level data from the Centers for
Medicare and Medicaid Services (CMS) Change in Hospital

tions result in increased investment, they could lead to an
expansion of services for patients within the hospital’s catch-
ment area and potential improvements in quality.'!!3
Conversely, acquisitions may have a negative impact if the ac-
quired safety-net hospitals are forced to cut back on essential

Ownership (CHOW) dataset for 2016-2021 to identify hospi-
tals that had been acquired over the study period. The
CHOW dataset is derived from the Provider Enrollment,
Chain, and Ownership System and reflects all transactions
when a Medicare-enrolled provider organization is purchased

Received: February 20, 2024; Revised: April 26, 2024; Accepted: May 21, 2024

© The Author(s) 2024. Published by Oxford University Press on behalf of Project HOPE - The People-To-People Health Foundation, Inc.

This is an Open Access article distributed under the terms of the Creative Commons Attribution-NonCommercial License (https://creativecommons.org/
licenses/by-nc/4.0/), which permits non-commercial re-use, distribution, and reproduction in any medium, provided the original work is properly cited. For
commercial re-use, please contact reprints@oup.com for reprints and translation rights for reprints. All other permissions can be obtained through our
RightsLink service via the Permissions link on the article page on our site—for further information please contact journals.permissions@oup.com.


https://orcid.org/0000-0002-7806-371X
https://orcid.org/0000-0002-6514-0405
mailto:Cwood41@jh.edu
https://creativecommons.org/licenses/by-nc/4.0/
https://creativecommons.org/licenses/by-nc/4.0/

by another organization; both the seller and buyer are required
to report these transactions to CMS.'* We also used data from
the 2016-2021 American Hospital Association’s (AHA’s)
Annual Survey to determine hospital size and services offered,
including intensive care, trauma, burn care, neonatal intensive
care, obstetrics, psychiatry, HIV/AIDS treatment, primary
care, social work, case management, transportation, and regular
community health screenings. We chose to focus on this subset
of services because they have been either defined by the
Medicaid and CHIP (Children’s Health Insurance Program)
Payment and Access Commission (MACPAC) as typical safety-
net hospital services or are services designed to address social de-
terminants of health."® We then obtained financial information
for these hospitals, including net patient revenue, operating mar-
gin, total margin, uncompensated care as a share of operating
expenses, Disproportionate Share Hospital (DSH) percentage,
percentage of inpatient days attributed to patients insured by
Medicaid, percentage of inpatient days attributed to patients in-
sured by Medicare, and Medicare inpatient case-mix index using
data reported to CMS’ Healthcare Cost Report Information
System. Each hospital was assigned to its Hospital Referral
Region (HRR) using the Dartmouth Atlas of Health Care.'®
Data on health system characteristics, including system size
and provision of safety-net care, were obtained through the
2016, 2018, and 2020 versions of the Agency for Healthcare
Research and Quality’s (AHRQ’s) Compendium of US Health
Systems (“Compendium”)."”

Defining safety-net hospital acquisitions

We limited our analysis to general, acute-care, short-term hos-
pitals as defined in the AHA Annual Survey. We used a com-
posite definition to define safety-net status on the basis of
prior work indicating that there is no universal definition of
safety-net hospitals and that different definitions capture dis-
tinct dimensions of safety-net service to communities.'?
Hospitals met safety-net status in our analysis if they were in
the top quartile in the state in the year prior to acquisition
for uncompensated care as a share of operating expenses, al-
lowable DSH percentage (DSH index), or Medicaid share of
inpatient days. Given the known heterogeneity across differ-
ent definitions used to characterize safety-net hospitals,” we
evaluated the extent to which there was overlap across these
3 component definitions. We used the most recent year within
the 2-year time period preceding acquisition to define safety-
net status. Among the 40 acquired hospitals in the sample de-
scribed below, there were 12 hospitals for which the latest
available pre-acquisition data were from 2 years prior to ac-
quisition (Table S1).

The CHOW identifies 3 types of transactions: changes in
ownership, in which an organization’s Medicare Identification
Number is transferred to the purchaser; acquisitions or mergers,
in which the seller’s Medicare Identification Number is
dissolved; and consolidation, in which the combining entities
form a new business organization with a new Medicare
Identification Number. We limited our analysis to acquisitions
or mergers. Hospitals that underwent other changes in owner-
ship (such as consolidations) were not included, as these changes
are generally reflective of changes in ownership groups or busi-
ness structure (converting from a corporation to a limited liabil-
ity company, for example) that most often would not impact
day-to-day operations of the hospital. Throughout the study,
hospitals were tracked using their Medicare Identification
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Number. Provider numbers changed for a subset of hospitals
after acquisition, which was reflected in the CHOW dataset
and independently verified using the American Hospital
Directory’s website. For this reason, we focused our analyses
on hospital characteristics in the pre-acquisition period and lim-
ited post-acquisition analyses to those that were not reliant on
distinguishing provider numbers between the acquired safety-
net hospital and the acquiring hospital or system.

Analysis
Characteristics of acquired safety-net hospitals

We first describe the characteristics of acquired safety-net hos-
pitals, including their size, ownership status, state, and year of
acquisition. For continuous variables (number of beds, total
admissions, bed occupancy, full-time employees, net revenue,
total margin, operating margin, uncompensated care as a
share of operating expenses, DSH percentage, Medicaid in-
patient day share, Medicare inpatient day share, and case-mix
index), we present raw mean values. In the Supplement
(Table S4), we also present mean values for these variables
among hospitals, inclusive of the acquired hospital, within
the same HRR as the acquired safety-net hospital to compare
them with other hospitals in the same market in the year prior
to acquisition.

We also describe changes in financial measures among non—
safety-net hospitals in the same HRRs as acquired safety-net
hospitals. For a given HRR where a safety-net hospital was ac-
quired, we calculated mean changes in financial characteristics
among non-safety-net hospitals in that HRR for the 1 year be-
fore relative to after acquisition of the safety-net hospital. To
benchmark these changes, we also present means and SDs in
the terminal year of the study period (2021) among all non—
safety-net hospitals in the same HRRs where safety-net hospi-
tals were acquired. For HRRs where safety-net hospitals were
acquired in 2021 (hospitals 17-22), we were unable to calculate
changes as post-year data were not included in the study period.
We also excluded HRRs with fewer than 3 non-safety-net hos-
pitals, and winsorized financial measures at the 1st and 99th
percentiles, given known outliers that can influence measures
of central tendency.

Characteristics of acquiring hospital systems

We identified acquiring hospital systems also using the CHOW
dataset and obtained information on system size, geographic
penetration, services provided, and whether safety-net hospital
care was provided through that system using data from the
AHRQ Compendium of US Health Systems. We used 2016
Compendium data for systems that acquired hospitals in
2016 and 2017; 2018 Compendium data for systems that ac-
quired hospitals in 2018 and 2019; and 2020 Compendium
data for systems that acquired hospitals in 2020 or 2021.

The Compendium provides 2 variables that indicate whether
a given system provides safety-net care. The first indicates
whether a system contains a hospital that has a high DSH index,
defined as those in the highest quintile across all hospitals na-
tionally. Because our “high DSH” variable was defined relative
to a hospital’s HRR rather than relative to the nation as a whole,
these 2 definitions are independent of one another. It was there-
fore possible to categorize a hospital as having a high DSH index
without the Compendium categorizing that hospital’s system as
having a hospital with a high DSH index, or vice versa. The se-
cond Compendium variable categorized systems as having a
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high uncompensated care burden if the ratio of uncompensated
care to operating expenses across all hospitals within a given sys-
tem was in the top quintile of all systems nationally. Given that
our variable for uncompensated care was defined at the level of
the hospital, this definition was also independent of the
Compendium’s system-level variable (ie, if we categorized a hos-
pital as having a high uncompensated care burden, this did not
mean that the system was necessarily flagged as providing high
levels of uncompensated care).

Outcomes of safety-net hospital acquisition

Acquired safety-net hospitals may have experienced a variety
of different trajectories after undergoing acquisition. On one
hand, the financial and operational circumstances of a safety-
net hospital may have improved after acquisition, such that
the hospital was able to scale up its service capabilities. This
may be particularly evident for safety-net hospital services
that are typically considered to be essential for the care of low-
income patients, but unprofitable for health care facilities. On
the other hand, safety-net hospitals may have experienced
greater hardship after acquisition, particularly if the incentives
of the acquiring system did not align with those of the acquired
hospital, or if the safety-net hospital was not able to prove its
profitability to the acquiring system. In these situations,
safety-net hospitals may have been more likely to downsize
their services and potentially close.

To describe trends in services that a safety-net hospital of-
fered before and after its acquisition, a panel dataset was gen-
erated that described whether a hospital offered specific
services from 2016 to 2021. We focused on whether there
was a loss of services after safety-net hospital acquisition, in-
cluding inpatient medical care, trauma care, burn services,
HIV/AIDS care, inpatient psychiatric services, neonatal inten-
sive care, obstetrics and gynecology services, primary care, so-
cial work, case management, provision of transportation for
medical services, and provision of community health screen-
ings. Several of these services have been defined by MACPAC
as safety-net services, while others were chosen on the basis
of their focus on the structural determinants of health.

Finally, in the post-acquisition period, we determined an ac-
quired safety-net hospital’s operational status, which we de-
fined as the hospital’s ability to provide inpatient clinical
services as of December 2022 (study endline). This was deter-
mined through information found on the American Hospital
Directory, which was then cross-referenced with information
on the website of each individual hospital.

This study did not involve the use of human subjects or pa-
tient health information and was therefore deemed exempt by
an institutional review board. Statistical analysis was performed
using Stata/BE, version 17.0 (StataCorp, College Station, TX).

Limitations

This study had several limitations. First, the small number of
safety-net hospital acquisitions included in our study may lim-
it its generalizability to other acquisition events. Second, due
to changes in provider identification numbers following ac-
quisitions, we were only able to ascertain whether certain hos-
pital services were lost at the level of the hospital, rather than
gained. In the Healthcare Cost Report Information System,
the acquired hospital frequently adopted the Medicare pro-
vider identification number of the acquiring entity. While the
AHA’s Annual Survey included a unique identifier for

hospitals that remained constant before and after acquisition,
all the acquired hospitals had missing data in the survey fol-
lowing acquisition. This is likely because their reporting is sub-
sumed by the acquiring entity in the post-acquisition period.
For this reason, we were unable to reliably assess for changes
in hospital finances, efficiency gains, or operational changes
after acquisition due to inconsistencies related to whether an
acquired hospital adopted a common identifier with the ac-
quiring system or not.

Data from the AHA’s Annual Survey on service provision
were also limited by missing observations in the post-
acquisition period for 13 of the observed hospitals. The ration-
ale for describing losses in services (instead of potential gains)
was again due to the frequent consolidation of provider num-
bers after acquisition. If a service dropped off after consolida-
tion in the AHA survey data, we knew that neither hospital
(acquired or acquiring) offered the service any longer and,
thus, this was more likely to reflect a true loss. If a service
was gained, however, we were unable to tell whether the ac-
quired safety-net hospital truly gained the service or whether
it was simply due to the consolidation of provider numbers
and reflected services offered by acquiring entity.

Results

Characteristics of acquired hospitals

We identified 40 short-term, acute-care hospitals that were ac-
quired from 2017-2021, of which 22 had safety-net status
based on our composite definition. Among this sample, 5 hos-
pitals met all 3 criteria used to define safety-net hospital, and
in general, there was more overlap across safety-net hospitals
identified based on Medicaid share and DSH index compared
with safety-net hospitals identified using uncompensated care
share (Table S2). Among the total sample, 15 hospitals were
nonprofit, 5 were for-profit, and 2 were government-operated
(Table 1). Although sample sizes were small, acquired safety-
net hospitals defined solely based on uncompensated care
shares (7 =10 hospitals) were nearly always nonprofit hospi-
tals. In contrast, acquired safety-net hospitals defined by either
Medicaid share (7 = 2 hospitals) or DSH index (1 = 1 hospital)
or a combination of the 2 measures (17 = 8 hospitals) included
almost all of the for-profit hospitals in the sample. There were
no safety-net hospital acquisitions in 2016.

Relative to other hospitals in the same HRR in the year prior
to acquisition, acquired safety-net hospitals tended to be smaller
and have lower occupancy rates (Table S3). Acquired safety-net
hospitals provided higher levels of uncompensated care than
other hospitals in the same HRRs, had higher DSH patient per-
centages, and served a higher percentage of Medicaid patients.
Acquired safety-net hospitals had lower total margins relative
to other hospitals in the same HRR in the year prior to acquisi-
tion (Table S3). Case-mix indices varied relative to other hospi-
tals in the same HRR.

In general, the number of hospital admissions declined
among nonacquired, non-safety-net hospitals in the same
HRRs where safety-net hospital acquisitions took place. The
majority of HRRs also demonstrated small increases in un-
compensated care shares among nonacquired, non—safety-net
hospitals (Table S4).

Characteristics of acquiring health systems

The 22 safety-net hospitals were acquired by 20 unique health
systems; 2 systems (systems B and F; Table S5) acquired more
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Table 2. Pre-acquisition characteristics of acquiring health systems.

System Acquired Number of Beds Geographic High uncompensated care Presence of at least 1 high
identifier hospitals hospitals spread burden DSH hospital
A 17 3 572 One state No Yes
B 2%b 140 183 36 Three or more Yes Yes
873 states
C 3abe 36 4077 Three or more No Yes
states
D 4¢ 10 1119 One state No No
E 5P 7 1826 One state No Yes
F 6°, 7° 1 393 One state No Yes
G 8P 3 265 One state Yes Yes
H 98¢ 1 163 One state No No
I 10° 10 1376 One state No Yes
J 11b< 3 763 One state No Yes
K 12%be 91 15 Three or more No Yes
319 states
L 132 4 574 One state No No
M 15b 3 319 Two states No No
N 16° 6 894 One state Yes Yes
(0] 17¢ 1 136 One state No No
P 18P 1 303 One state No Yes
Q 192 12 3262 One state Yes Yes
R 20° 5 362 One state No No
S 2100 10 1401 Two states No Yes
T 22b N 494 Two states No No

Abbreviation: DSH, Disproportionate Share Hospital.

Source: Authors’ analysis of data from the Centers for Medicare and Medicaid Services” Hospital Change of Ownership File and the Agency of Healthcare
Research and Quality (AHRQ) Compendium of Health Systems. Values in this table reflect the reported values from the data sources in the year prior to the
system’s acquiring of a safety-net hospital. 2016 Compendium data were used for systems that acquired hospitals in 2016 and 2017; 2018 Compendium data
were used for systems that acquired hospitals in 2018 and 2019; and 2020 Compendium data were used for systems that acquired hospitals in 2020 or 2021. A
system was classified as having a high uncompensated care burden if the ratio of uncompensated care to operating expenses across all hospitals within a given
system was in the top quintile of all systems nationally Presence of at least one high DSH hospital reflects whether the system includes a hospital in the highest
DSH quintile across all hospitals nationally. Footnotes a—c indicate the definition of “safety-net” used to include the hospital in the sample.

*Hospitals in the top quartile in the state in the year prior to acquisition for allowable DSH percentage (DSH index).

"Hospitals in the top quartile in the state in the year prior to acquisition for uncompensated care as a share of operating expenses.

“Hospitals in the top quartile in the state in the year prior to acquisition for Medicaid share of inpatient days.

than 1 safety-net hospital during the study period (Table 2).
Acquiring systems tended to be geographically concentrated,
with only 6 of 20 systems operating in more than 1 state, par-
ticularly in the case of acquired safety-net hospitals defined by
uncompensated care share alone. Four out of the 20 systems
were categorized as having high levels of systemwide uncom-
pensated care burden, indicating that their ratio of total un-
compensated care to total operating expenses was in the top
quintile of all acute-care hospitals nationally. Thirteen out of
20 systems had at least 1 hospital with a high DSH patient
percentage.

Changes in safety-net services offered

by acquired hospitals

Data on safety-net service provision were available for 18 of the
22 acquired safety-net hospitals. Among those hospitals, the
most commonly offered safety-net services prior to acquisition
were social work (18 hospitals), community health screenings
(18 hospitals), case management (16 hospitals), and intensive
care (14 hospitals) (Table 3). Obstetrics care (7 hospitals) and
psychiatric care (7 hospitals) were less commonly offered. Two
hospitals lost safety-net services, including trauma care, primary
care, and psychiatric care, in the post-acquisition period.

Of the 22 acquired safety-net hospitals, 18 continued to
provide inpatient medical care by the study endline. Three ac-
quired safety-net hospitals ceased their inpatient services, and
1 hospital closed completely. Nearly all hospitals that closed
or ceased some form of inpatient services met all 3 component

definitions used to identify safety-net hospitals—namely, that
they were hospitals in the top quartile in the state in the year
prior to acquisition for uncompensated care share, as well as
in the top quartile in the state for both DSH percentage and
Medicaid share.

Discussion

This study described 22 safety-net hospital acquisitions from
2016-2021 and identified characteristics of both the acquired
safety-net hospitals and acquiring health systems. Acquired
safety-net hospitals were found to be struggling financially,
as evidenced by relatively low margins and high levels of un-
compensated care prior to acquisition. Acquiring systems
were typically small and geographically concentrated. After
being acquired, a small group of safety-net hospitals no longer
provided some safety-net services in the post-acquisition peri-
od, while others either downgraded their inpatient capabilities
fully or closed within 3 years of acquisition.

Taken together, these findings suggest that financial insolv-
ency may be an important preceding factor in acquisitions of
safety-net hospitals. The financial precarity of safety-net hos-
pitals has been a perennial challenge and is synonymous
with their mission to serve high levels of uninsured or publicly
insured individuals, which leads to lower overall reimburse-
ment." Policy pressures, including anticipated reductions in
DSH payments and expiration of the COVID-19 Public
Health Emergency, may have more focused consequences
for safety-net hospitals and introduce even more financial
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Table 3. Safety-net service provision prior to acquisition and hospital operational status after acquisition.

Hospital Services offered prior to acquisition Hospital operational status

identifier

1? Intensive care, trauma*, psychiatry, primary care*, social work, case Operates as an inpatient facility
management, community health screenings

2b Not reported Operates as an inpatient facility

3ube Not reported Closed September 20, 2018

4¢ Intensive care, neonatal ICU, obstetrics, primary care, social work, case Operates as an inpatient facility
management, community health screenings

sb Intensive care, psychiatry, social work, case management, community health Operates as an inpatient facility
screenings

6P Intensive care, neonatal ICU, obstetrics, primary care, social work, case Operates as an inpatient facility
management, community health screenings

7b Intensive care, obstetrics, social work, case management, transportation, Operates as an inpatient facility
community health screenings

gb Intensive care, social work, case management, community health screenings Operates as an inpatient facility

9%¢ Not reported Operates as an inpatient facility

10° Intensive care, social work, case management, community health screenings Operates as an inpatient facility

11%b¢ Intensive care, psychiatry, social work, case management, transportation, Operates as an inpatient facility
community health screenings

1230 Social work, community health screenings No longer provides inpatient Services.

13%¢ Intensive care, obstetrics, psychiatry, social work, case management, Operates as an inpatient facility
community health screenings

14%bs Intensive care, trauma, neonatal ICU, obstetrics, social work, case This facility has ceased inpatient services and
management, community health screenings transitioned into a free-standing ER.

15° Not reported The facility ceased inpatient care post-merger and

transitioned to a freestanding medical facility.

16° Psychiatry*, primary care, social work, community health screenings Operates as an inpatient facility

17¢ Intensive care, trauma, obstetrics, primary care, social work, case Operates as an inpatient facility
management, transportation, community health screenings

18P Intensive care, psychiatry, HIV/AIDS treatment, primary care, social work, Operates as an inpatient facility
case management, community health screenings

190 Intensive care, trauma, obstetrics, psychiatry, HIV/AIDS treatment, primary Operates as an inpatient facility
care, social work, case management, community health screenings

20° Psychiatry, primary care, social work, case management, community health Operates as an inpatient facility
screenings

21 Intensive care, psychiatry, primary care, social work, case management, Operates as an inpatient facility
community health screenings

22° Social work, case management, transportation, community health screenings Operates as an inpatient facility

Abbreviations: DSH, Disproportionate Share Hospital; ER, emergency room; ICU, intensive care unit.
Source: Authors’ analysis of data from CMS’s Hospital Change of Ownership File, American Hospital Association’s Annual Survey, and the American Hospital
Directory. Asterisks indicate services no longer offered after the year of acquisition. Safety-net hospital service availability was not reliably reported in the
American Hospital Association’s Annual Survey for 4 hospitals in the sample. Asterisks indicate services no longer offered after the year of acquisition. This was
determined by whether a hospital that previously reported providing a given service in years prior to acquisition either no longer reported providing the service
or provided missing data for whether the service was available. Footnotes a—c indicate the definition of “safety-net” used to include the hospital in the sample.
*Hospitals in the top quartile in the state in the year prior to acquisition for uncompensated care as a share of operating expenses.

Hospitals in the top quartile in the state in the year prior to acquisition for allowable DSH percentage (DSH index).
“Hospitals in the top quartile in the state in the year prior to acquisition for Medicaid share of inpatient days.

instability in coming years.'® Safety-net hospitals have also not
been immune to the labor shortages that many hospitals have
faced since the beginning of the COVID-19 pandemic, although
prior work suggests that some safety-net hospitals, such as gov-
ernment and rural hospitals, may have been partially protected
from pandemic-related financial harms due to targeted support
from the federal government.'” Nonetheless, these challenges
may have made acquisition an enticing strategy for safety-net
hospitals that otherwise would have continued to struggle for
viability.

While acquisition may be a strategy to ensure solvency, some
safety-net hospitals may end up losing core safety-net functions
after being acquired. Our results indicate that a small group of
safety-net hospitals lost the ability to provide essential services,
such as intensive care and obstetric care, with others closing al-
together. Although these services were available elsewhere
within the acquiring health system, it is unclear whether
patients in the acquired hospitals’ catchment areas would
have easy access to them. This question of access is not trivial:

data have shown that increasing distance from a hospital leads
to changes in patients’ ability to access services, which can wor-
sen patient-level outcomes, such as mortality.”°** These conse-
quences are of particular salience to low-income populations
that disproportionately use safety-net services and already ex-
perience formidable barriers to care. Future investigations
should consider (1) the degree to which patients are able to en-
gage with essential safety-net services even when they are lost
by an acquired hospital and (2) if there are changes in quality
of care when a safety-net hospital is acquired.

Nonacquired, non-safety-net hospitals in the same HRRs
demonstrated a few notable patterns. First, overall admissions
declined in the majority of HRRs, consistent with national
trends and declining admissions over time.”>*** Second, un-
compensated care shares frequently increased among non—
safety-net, nonacquired hospitals. Prior work has shown
that, when safety-net hospitals close, the non-safety-net hos-
pitals in the market absorb the uncompensated care that the
safety-net hospital historically provided.** Our results might
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be consistent with this if acquired safety-net hospitals are
being tasked with decreasing their uncompensated care levels
after undergoing acquisition, although we are unable to evalu-
ate this empirically due to data limitations.

There are several policy options that may support the financial
circumstances of safety-net hospitals and preserve access to
safety-net services. Prior work has elucidated opportunities to
improve the targeting of safety-net subsidy programs to better
reach the hospitals they were designed to support. California
has begun to experiment with streamlining safety-net hospital
funding across different sources to better target support.
Recently, New York State established the Vital Access Provider
Assurance Program>® as a mechanism for financially distressed
hospitals to access state funds. Given that safety-net hospitals
also provide a variety of nonclinical safety-net services designed
to address the social determinants of health, reimbursement
could also be targeted to support these efforts. Some state
Medicaid programs have begun experimenting with such ap-
proaches through Section 1115 waivers.>”

Given national patterns in hospital consolidation and po-
tential ongoing threats to safety-net hospital solvency, acquis-
itions are likely to continue in the future. Although we were
unable to measure them in this study, there are multiple mech-
anisms by which safety-net hospital acquisition may have
positive consequences. Acquisition may be associated with fi-
nancial benefits for the acquired entity. Acquiring health sys-
tems may be able to offer access to a wider variety of
services for patients served by safety-net hospitals. While there
is little evidence to suggest that acquisitions are associated
with improvements in quality of care,”*® acquisition may im-
prove efficiency of care.””** However, safety-net hospitals
that operate under low margins may already be maximizing
their efficiency prior to undergoing acquisition.*'

Conclusion

In this national study, we describe a case series of safety-net
hospital acquisitions from 2016-2021. While there is import-
ant heterogeneity across different definitions used to identify
safety-net hospitals, in general, acquired safety-net hospitals
demonstrated preexisting financial distress before being ac-
quired. Acquiring health systems were typically small and geo-
graphically concentrated. A small group of acquired safety-net
hospitals stopped providing certain safety-net services after
undergoing acquisition, with others closing altogether.
Further work is needed to elucidate the effects that these ac-
quisitions have at the patient level, particularly as they relate
to access to services and quality of care.
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