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Analysis of Current and Future  
Disproportionate Share Hospital Allotments

Key Points
•	 The Commission finds little meaningful relationship between states’ disproportionate share 

hospital (DSH) allotments and the three factors that Congress asked the Commission to study:

–– the number of uninsured individuals;

–– the amount and sources of hospitals’ uncompensated care costs; and

–– the number of hospitals with high levels of uncompensated care that also provide access 
to essential community services for low-income, uninsured, and vulnerable populations.

•	 Early reports suggest that the coverage expansions under the Patient Protection and 
Affordable Care Act (ACA, P.L. 111-148, as amended) are improving hospital finances in 
general, but the ACA’s effects on hospitals that are particularly reliant on Medicaid DSH 
payments are not yet clear. 

•	 The number of uninsured people declined in all states in 2014, with the largest declines in 
states that expanded Medicaid. 

•	 Early reports also suggest that unpaid costs of care for the uninsured are declining in states 
that have expanded Medicaid. It is difficult to interpret these findings, however, because they 
do not include complete and timely data on hospital costs for Medicaid shortfall, which may 
increase with Medicaid expansion. 

•	 Deemed DSH hospitals, which serve a higher share of low-income patients, are more likely to 
provide a range of primary and quaternary care services that are often not available at other 
hospitals. These hospitals also report more uncompensated care as a share of operating 
expenses than other DSH hospitals. 

•	 Although DSH allotment reductions are required to account for state uninsured rates 
and factors related to state targeting of DSH payments to hospitals with high levels of 
uncompensated care, much of the current variation in state DSH allotments is projected to 
persist after DSH allotment reductions take effect in fiscal year (FY) 2018. 
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Pending reductions to state disproportionate 
share hospital (DSH) allotments are premised in 
part on the assumption that increased hospital 
revenues from coverage expansions under the 
Patient Protection and Affordable Care Act 
(ACA, P.L. 111-148, as amended) will reduce 
uncompensated care and thus reduce the need 
for DSH payments to safety-net hospitals. Early 
reports suggest that the coverage expansions are 
improving hospital finances in general, but it is not 
yet clear how hospitals that are particularly reliant 
on Medicaid DSH payments are being affected. In 
addition, because post-2014 data on all sources 
of hospital uncompensated care (particularly 
Medicaid shortfall) are not yet available, it is too 
early to evaluate whether the size of pending DSH 
allotment reductions is appropriate. 

In the Protecting Access to Medicare Act of 2014 
(P.L. 113-93), Congress required MACPAC to report 
annually on Medicaid DSH allotments to better 
understand the effects of the ACA on hospitals 
and the relationship between state DSH allotments 
and several potential indicators of their need for 
DSH funds. This chapter provides the specific data 
and analyses that Congress requested and that we 
have been able to obtain including:

•	 changes in the number of uninsured 
individuals;

•	 the amount and sources of hospitals’ 
uncompensated care costs; 

•	 the number of hospitals with high levels 
of uncompensated care that also provide 

access to essential community services 
for low-income, uninsured, and vulnerable 
populations; and,

•	 the relationship between state DSH allotments 
and each of these factors. 

The first three sections of the chapter describe 
what we know about the indicators that Congress 
specified. First we provide data on the number 
of uninsured individuals and the extent to which 
uninsured rates are declining under the ACA. We 
then describe the types and amounts of hospital 
uncompensated care, preliminary evidence on 
how these numbers are changing, and limits in our 
ability to draw conclusions. We also describe our 
initial approach to identifying hospitals with high 
levels of uncompensated care that also provide 
essential community services.

In the fourth section, we discuss current 
and projected state DSH allotments and the 
relationship of these allotments to the indicators 
above. Because states’ allotments are based 
primarily on historical spending, rather than an 
objective measure of their need for DSH payments, 
we do not find any meaningful relationships. 

We close with a discussion of the effects that DSH 
allotment reductions may have on DSH payments 
to hospitals as well as policy changes that states 
may consider in response. We also project DSH 
allotments and payments to hospitals under a 
scenario in which all states would expand Medicaid 
to non-elderly adults at or below 138 percent of 
the federal poverty level (FPL), because state 
decisions about whether to expand Medicaid 
coverage will have important implications for the 
number of uninsured individuals and state levels of 
uncompensated care.1
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Changes in the Number of 
Uninsured Individuals
Medicaid DSH payments are intended to offset 
the uncompensated care costs of hospitals that 
serve a high proportion of low-income patients, 
including those without health insurance. Thus, a 
state’s uninsured rate may be a useful indicator of 
its need for DSH funds. The number of uninsured 
persons declined in all states in 2014, but the levels 
of decline varied, in part due to state decisions 
about whether to expand Medicaid coverage to 
low-income adults under the ACA. 

The national uninsured rate declined by about 3 
percentage points in 2014, reflected by increases 
in both private and government coverage, and likely 
due to the availability of new coverage options 
under the ACA. According to the Current Population 
Survey, 33.0 million people (10.4 percent of the 
U.S. population) were uninsured for the entire 
calendar year in 2014, compared to 41.8 million 
(13.3 percent of the population) in 2013. Private 
coverage (including individual insurance purchased 
through a health insurance exchange) increased 
1.8 percentage points in 2014 to 66.0 percent of 
the U.S. population, and government coverage 
(including Medicaid) increased 2.0 percentage 
points to 36.5 percent of the U.S. population (Smith 
and Medalia 2015).2 

The uninsured rate declined for all age groups, but 
was largest for working-age adults age 19–64, who 
were the primary beneficiaries of ACA coverage 
expansions (Table 2-1). The uninsured rate for 
these adults fell 4.2 percentage points, and the 
largest declines were in the subgroups of working-
age adults without children (5.8 percentage 
points), part-time workers (6.3 percentage points), 
and those without a high school diploma (7.6 
percentage points) (Smith and Medalia 2015). 

The uninsured rate also declined for children 
by 1.3 percentage points, driven primarily by an 
increase in public coverage (Smith and Medalia 

2015). Although few states increased Medicaid or 
State Children’s Health Insurance Program (CHIP) 
eligibility for children during this time period, 
the change has been attributed to the so-called 
welcome mat or woodwork effect of coverage 
expansions for adults, increasing enrollment among 
children who were already eligible for Medicaid or 
CHIP but not enrolled (Kenney et al. 2014). 

While the uninsured rate declined in all states, 
states that expanded their Medicaid programs 
under the ACA had declines that were about twice 
as large as those that did not. This is true despite 
the fact that expansion states already had lower 
uninsured rates in 2013. Expansion states also 
had larger declines in the uninsured rate for adults 
at all income levels, including those above the 
poverty threshold (Smith and Medalia 2015). 

Even with the coverage expansions under the ACA, 
however, there are still about 32 million people 
who remain uninsured, including individuals in 
every state. It is estimated that about half of these 
uninsured individuals are eligible for Medicaid, 
CHIP, or subsidized exchange coverage, but are 
not enrolled. About 15 percent of the remaining 
uninsured are undocumented immigrants that 
are not eligible for ACA coverage, and about 10 
percent are those below the poverty level in states 
that have not expanded Medicaid under the ACA 
(Garfield 2015). 

TABLE 2-1. �Uninsured Rate by Age Group,  
2013 and 2014 

Age

Percent uninsured Percentage 
point 

change2013 2014
0–18 7.5% 6.2% -1.3%

19–64 18.5 14.3 -4.2

65 and over 1.5 1.4 -0.1

All 13.3% 10.4% -2.9%

Source: Smith and Medalia 2015
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Changes in the Amount of 
Hospital Uncompensated Care
A potential indicator of a state’s need for Medicaid 
DSH funds is the uncompensated care that its 
hospitals provide. As with uninsured rates, the 
sources and amounts of hospital uncompensated 
care are changing. As discussed below, early 
reports suggest that uncompensated care is 

declining, a trend consistent with the fact that 
more people have health coverage. However, 
lack of timely institution-specific data, especially 
data on the amount of Medicaid shortfall, limits 
our ability to fully understand how individual 
hospitals are being affected. As well, definitions 
of uncompensated care vary among data sources, 
complicating comparisons (Box 2-1).

BOX 2-1. �Definitions and Data Sources for Uncompensated Care Costs
•	 American Hospital Association (AHA) annual survey—An annual survey of hospital finances 

that provides aggregated national estimates of uncompensated care for community hospitals.

•	 Medicare cost report—An annual report on hospital finances that must be submitted by all 
hospitals that receive Medicare payments (that is, most U.S. hospitals). Medicare cost reports 
define hospital uncompensated care as bad debt and charity care.

•	 Medicaid disproportionate share hospital (DSH) audit—A statutorily required audit of a DSH 
hospital’s uncompensated care to ensure that Medicaid DSH payments do not exceed the 
hospital-specific DSH limit, which is equal to the sum of Medicaid shortfall and the unpaid 
costs of care for the uninsured for allowable inpatient and outpatient costs. About half of U.S. 
hospitals were included on DSH audits in 2011, the latest year for which data are available.

Medicare cost report components of uncompensated care

•	 Charity care—Health care services for which a hospital determines the patient does not have 
the capacity to pay and either does not charge the patient at all or charges the patient a 
discounted rate below the hospital’s cost of delivering the care. The amount of charity care is 
the difference between a hospital’s cost of delivering the care and the amount initially charged 
to the patient.

•	 Bad debt—Expected payment amounts that a hospital is not able to collect from patients who, 
according to the hospital’s determination, have the financial capacity to pay. 

Medicaid DSH audit components of uncompensated care

•	 Medicaid shortfall—The difference between a hospital’s costs of serving Medicaid patients 
and the total amount of Medicaid payment received for those services (under both fee-for-
service and managed care, excluding DSH payments).

•	 Unpaid costs of care for the uninsured—The difference between a hospital’s costs of serving 
individuals without health coverage and the total amount of payment received for those 
services. This generally includes charity care and bad debt for individuals without health 
coverage and excludes charity care and bad debt for individuals with health coverage.
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According to the American Hospital Association 
(AHA) annual survey, hospitals provided a total 
of $46.4 billion in uncompensated care (defined 
as charity care and bad debt) in 2013 (AHA 
2015). However, the AHA survey does not provide 
state or hospital-specific data, and so we used 
Medicare cost reports and state DSH audit 
reports to examine state-by-state variation in 
uncompensated care. 

Pre-ACA variation in hospital 
uncompensated care
The amount of uncompensated care provided by 
hospitals varied among states prior to the 2014 

ACA coverage expansion. For 2013, hospitals 
reported $33.8 billion in charity care and bad debt 
on Medicare cost reports, equal to 4.3 percent of 
their operating costs.3 Among states, this share 
ranged from 1.5 percent to 7.6 percent (Figure 2-1). 
The majority of uncompensated care reported on 
Medicare cost reports was for charity care ($19.4 
billion) and the remainder was attributed to bad 
debt ($14.3 billion). Medicare cost reports do not 
provide reliable data on the amounts of Medicaid 
shortfall, which is one of the components of the 
Medicaid DSH definition of uncompensated care. 

Deemed DSH hospitals, public hospitals, and 
critical access hospitals reported the highest 

FIGURE 2-1. �Uncompensated Care as a Share of Hospital Operating Costs by State, 2013
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Notes: Medicare cost reports define uncompensated care as charity care and bad debt. Excludes hospitals that did not report 
uncompensated care on their Medicare cost reports.

Source: MACPAC 2015 analysis of 2013 Medicare cost reports.
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levels of uncompensated care as a share of 
operating expenses in 2013, and these hospitals 
also reported negative operating margins during 
this time period (Table 2-2). However, many 
individual hospitals—of all types—reported positive 
operating margins despite their uncompensated 
care costs, indicating that revenue from other 
hospital operations can fully offset hospital 
uncompensated care costs in some cases. When 
revenue that is not directly related to patient care 
is taken into account, all hospital types reported 
positive total margins in the aggregate.

On as-filed Medicaid DSH audits from 2011, the 
most recent year for which data are available, 
DSH hospitals reported a total of $31.5 billion in 
uncompensated care (of which $6.7 billion was 
Medicaid shortfall and $24.8 billion was unpaid 
costs of care for the uninsured). However, because 
DSH audits are submitted for only about half of 
U.S. hospitals, they provide limited insight into the 
variation in types and amounts of uncompensated 
care at the state level. We also lack data on 
shortfall amounts attributable to other payers.

TABLE 2-2. �Uncompensated Care and Cost Margins, Aggregated by Hospital Type, 2013

Hospital characteristics

Uncompensated 
care as a share of 
operating costs Operating margin Total margin

Hospital type

Short-term acute care hospitals 4.6% 0.9% 7.6%

Critical access hospitals 5.2 -4.1 4.3

Psychiatric hospitals – -0.4 4.0

Long-term hospitals – 3.0 4.5

Rehabilitation hospitals – 6.5 11.5

Children’s hospitals – -4.2 12.3

Hospital ownership

For-profit 3.4 8.1 10.6

Non-profit 3.8 0.3 7.6

Public 7.7 -5.8 5.1

DSH status

Non-DSH hospitals 3.5 3.1 8.7

DSH hospitals, not deemed 4.0 -0.1 6.9

Deemed DSH hospitals 7.0 -3.4 7.1

All 4.3% 0.6% 7.7%

Notes: DSH is disproportionate share hospital. For the purposes of Medicare cost reports, uncompensated care is defined as charity 
care and bad debt. DSH payments are included in operating margins and total margins. Total margins include revenue that is not directly 
related to patient care, such as investment income, parking receipts, non-DSH state or local subsidies to hospitals, and investment 
income. Data exclude outlier hospitals reporting operating margins greater than 75 percent or less than negative 75 percent. Deemed 
DSH status was estimated based on available Medicaid and low-income utilization data. For further discussion of the methodology 
and limitations, see Appendix 3A.

– Dash means data not available; fewer than 60 percent of hospitals of this type reported uncompensated care data.

Source: MACPAC 2015 analysis of 2013 Medicare cost report data.
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Expected changes to hospital 
uncompensated care under the ACA
Comprehensive, state-specific data on the effects 
of the ACA on hospitals’ uncompensated care are 
not yet available, but early reports suggest that 
ACA coverage expansions are reducing charity 
care and bad debt, particularly in states that have 
expanded Medicaid. Our analysis of changes in 
charity care and bad debt for a subset of hospitals 
that have submitted Medicare cost reports for 
2014 is generally consistent with these early 
reports. On the other hand, Medicaid shortfall, 
for which we do not have sufficient data, is likely 
to increase because of increased Medicaid 
enrollment. It is not yet clear, however, how the 
increase in Medicaid shortfall relates to the 
decrease in other types of uncompensated care.

Several studies of prior health care expansions 
and early reports of the effect of ACA coverage 
expansions have found that declines in the 
uninsured rate were associated with declines in 
charity care and bad debt in Medicaid expansion 
states (Table 2-3). The magnitude of these 
reductions ranged from 5 percent to 40 percent. 
These studies have also found that declines in the 
number of uninsured are not always associated 
with corresponding declines in uncompensated 
care. One study of selected hospital systems in the 
second quarter of 2014 found that in states that 
did not expand Medicaid, bad debt and charity care 
increased even though admissions of uninsured 
patients decreased (ASPE 2014). 

Most studies find that increases in Medicaid 
shortfall are associated with increases in coverage. 

TABLE 2-3. �Selected Studies of the Effects of Coverage Expansions on Uncompensated Care

Study Study scope
Study 
period

Change in uninsured
Change in charity care 

and bad debt
Change in Medicaid 

shortfall

Expansion 
states

Non-
expansion 

states
Expansion 

states

Non-
expansion 

states
Expansion 

states

Non-
expansion 

states

Arietta 2013 Massachusetts 
(early expansion)

2004–2005 
compared to 
2006–2009

55% reduction – 26%  
decrease – – –

Nikpay et al. 
2015

Connecticut 
(early expansion) 2007–2013 9%  

reduction –
33% lower 

than without 
expansion

–

7%–8% increase 
in Medicaid 

share of 
revenue

–

CHA 2014 435 hospitals 
across 30 states

Q1 2013– 
Q1 2014

34% reduction 
in self-pay share 

of charges
No change 34%  

decrease No change
23% increase  
in Medicaid 

share of charges
No change

ASPE 2015 4 large hospital 
systems

Q2 2013– 
Q2 2014

48%–72% 
reduction in 
uninsured 

admissions

0%–14% 
reduction

5%–19% 
decrease

4%–10% 
increase

17%–32% 
increase in 
Medicaid 

admissions

3%  
increase

Cunningham 
et al. 2015

Ascension 
Health System 

(hospitals in  
16 states)

Q2 2014– 
Q4 2014

32% reduction 
in uninsured 

admissions and 
discharges

4%  
reduction

40%  
decrease

6%  
decrease

22%  
increase

36%  
increase

Notes: Q1, Q2, and Q4 refer to calendar quarters. Expansion states are those that expanded Medicaid coverage to non-elderly adults at 
or below 138 percent of the federal poverty level (FPL) at the time of the study. 

– Dash indicates that the study did not examine the particular issue.

Source: MACPAC 2015 analysis of Cunningham et al. 2015, Nikpay et al. 2015, ASPE 2015, CHA 2014, and Arietta 2013.
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One pre-ACA projection of public hospital costs 
in California suggested that if existing hospital 
payment levels persisted, then the hospitals with 
high Medicaid volume studied could face more 
uncompensated care costs after the Medicaid 
expansion because the increase in Medicaid 
shortfall was not projected to be offset by 
reductions in the unpaid costs of care for the 
uninsured (Neuhausen et al. 2014). However, a 
post-ACA study of hospitals in a multistate non-
profit system found that hospitals in expansion 
states saw reductions in charity care that were 
greater than their increase in Medicaid shortfall, 
resulting in an overall decrease in uncompensated 
care costs for these hospitals (Cunningham et al. 
2015). Differences in Medicaid utilization rates 
between the hospitals studied may help explain 
the differences in projected changes to Medicaid 
shortfall. 

Preliminary analysis of Medicare cost reports for 
2014 also shows a decrease in uncompensated 
care among expansion states. For the subset of 
hospitals that have submitted 2014 Medicare cost 
reports, uncompensated care declined by about 
31 percent in states that expanded Medicaid 
(from 3.6 percent of hospital operating costs 
to 2.4 percent of hospital operating costs) and 
declined by 2 percent in states that did not expand 
Medicaid (from 5.1 percent of hospital operating 
costs to 5.0 percent of hospital operating costs) 
(Figure 2-2). The decline for Medicaid expansion 
states was statistically significant, but hospitals in 
Medicaid expansion states also had significantly 
lower uncompensated care than non-expansion 
states before 2014. 

FIGURE 2-2. �Uncompensated Care as a Percentage of Hospital Operating Costs, 2011–2014
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Notes: Analysis is based on 1,371 hospitals that submitted a full year of uncompensated care data beginning January 1, 2014, 
and that reported data continuously from 2011 to 2014. Medicare cost reports define uncompensated care as charity care 
and bad debt. Expansion states are states that expanded Medicaid to non-elderly adults at or below 138 percent of the federal 
poverty level (FPL) before December 31, 2014.

Source: MACPAC 2015 analysis of 2011–2014 Medicare cost report data.
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We limited this analysis to 1,371 hospitals that had 
submitted a full year of uncompensated care data 
beginning January 1, 2014, to better isolate the 
effects of the ACA coverage expansion. The subset 
of hospitals that we used in this analysis includes 
a variety of hospitals from all states, including 
624 DSH hospitals from 40 states. (For more 
information about our methods, see Appendix 3A.) 

Based on our analysis, DSH hospitals experienced 
declines in uncompensated care similar to non-
DSH hospitals, and bad debt and charity care both 
declined at similar rates. However, we do not yet 
have sufficient data to understand how deemed 
DSH hospitals in particular are being affected. 
Moreover, our ability to understand the full effects 
of the ACA on hospitals that serve high volumes of 
Medicaid patients is particularly limited because 
we do not have reliable data on Medicaid shortfall 
from Medicare cost reports.

Hospitals with High Levels 
of Uncompensated Care 
That Also Provide Essential 
Community Services
The third indicator to be considered when 
analyzing a state’s need for Medicaid DSH funds 
is the extent to which hospitals in the state 
with high levels of uncompensated care also 
provide access to what the Protecting Access 
to Medicare Act of 2014 (the statute calling for 
MACPAC’s study) calls essential community 
services. Although the statute does not provide a 
specific list of services falling into this category, it 
describes them as services that are important to 
low-income and other vulnerable communities that 
are not available at most hospitals. The concept 
of essential community services is not defined 
elsewhere in Medicaid statute or regulation. 

Lacking clear direction for identifying such 
hospitals, MACPAC developed a working definition 
based on the types of services suggested in the 
study requirement and the limits of available data 
(Box 2-2). This working definition builds on the 
statutory definition of deemed DSH hospitals, 
because as discussed in Chapter 1, deemed DSH 
hospitals are more likely to provide a range of 
additional primary and quaternary care services 
that are not often available at other hospitals. DSH 
payments are an important source of revenue for 
these hospitals and may allow them to maintain 
access to these services that their patients may 
not be able to obtain elsewhere.

Among the 798 deemed DSH hospitals identified, 
702 provided at least one of the included services, 
with 303 providing two of these services and 171 
providing three or more of these services. In order 
to be as inclusive as possible in this first report, we 
considered provision of just one of these services 
to be sufficient for inclusion as a hospital that 
provides essential community services. More 
restrictive criteria may be applied in future reports.

The 702 hospitals that provided at least one 
essential community service represent about 11 
percent of U.S. hospitals but about 37 percent of 
the uncompensated care reported on Medicare 
cost reports for all hospitals. The number of 
hospitals that were identified in each state is 
generally proportional to the size of each state’s 
population. Large states, including California, 
Texas, and New York, had more than 30 deemed 
DSH hospitals that provided at least one included 
service, while smaller states had only a few 
hospitals that met the criteria.

Using DSH audits, which all deemed DSH hospitals 
must submit, we can examine uncompensated 
care according to the Medicaid DSH definition, 
which includes Medicaid shortfall. The amount 
of uncompensated care as a share of hospital 
operating costs reported on Medicaid DSH audits 
by the hospitals that we identified as providing 
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BOX 2-2. �Identifying Hospitals with High Levels of Uncompensated Care 
That Provide Essential Community Services for Low-Income, 
Uninsured, and Other Vulnerable Populations

The statute requires that MACPAC provide data identifying hospitals with high levels of 
uncompensated care that also provide access to essential community services for low-income, 
uninsured, and vulnerable populations, such as graduate medical education, and the continuum of 
primary through quaternary care, including the provision of trauma care and public health services.

In developing a working definition of such hospitals for this first report on Medicaid 
disproportionate share hospital (DSH) payments, the Commission began with the existing statutory 
definition of deemed DSH hospitals, which is based on high utilization by Medicaid patients, low-
income patients, or both. In addition to serving more low-income patients, these hospitals also 
provide higher levels of uncompensated care than are provided at non-deemed DSH hospitals. 

The essential community services included were based on those explicitly identified by statute 
(e.g., graduate medical education and trauma), as well as related services that could be identified 
through Medicare cost reports or the American Hospital Association (AHA) annual survey. 
Ultimately, the following services were included:

•	 burn services

•	 dental services 

•	 graduate medical education

•	 HIV/AIDS care 

•	 inpatient psychiatric services (through a psychiatric subunit or stand-alone psychiatric hospital)

•	 neonatal intensive care units 

•	 obstetrics and gynecology services 	

•	 substance use disorder services

•	 trauma services

In this first report, deemed DSH hospitals providing at least one of these services were included 
in our analysis. We also included certain hospital types if they were the only hospital in their 
geographic area to provide certain types of services. Critical access hospitals were included 
because they are often the only hospital within a 25-mile radius. In addition, we included children’s 
hospitals that were the only hospital within a 15-mile radius (measured by driving distance).

The ability to include certain services, however, was based on the availability of data. For example, 
it was not possible to identify hospitals that provide public health services, one of the statutory 
examples, based on known data sources. In addition, it was not possible to separately identify 
primary care as a unique service for this analysis. For future reports the Commission intends to 
continue to discuss and potentially refine the methodology based on the identification of new 
services and data sources.
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essential community services was about twice  
that reported by the average DSH hospital (Table 
2-4). The deemed DSH hospitals that provided 
at least one included service also provided more 
uncompensated care than the average deemed DSH 
hospital. Overall, deemed DSH hospitals reported 
higher uncompensated care costs but lower 
Medicaid shortfall than all DSH hospitals, which may 
be due to the effect of other Medicaid supplemental 
payments to these hospitals; deemed DSH hospitals 
report three times as much revenue in non-DSH 
supplemental payments as other DSH hospitals, 
which helps to reduce their Medicaid shortfall. 

DSH Allotment Projections
Below we describe current and projected 
DSH allotments and compare them to state 
uninsured rates, hospital uncompensated care, 
and the number of hospitals with high levels of 
uncompensated care that also provide essential 
community services. We find that there is little 
meaningful relationship between DSH allotments 
and any of these factors, even when DSH allotment 
reductions take effect in FY 2018. 

In the analyses below, we focus on FY 2018 
allotments (unreduced and reduced) rather than 
FY 2016 and 2017 allotments for two reasons. 
First, because allotments generally grow uniformly 
based on the Consumer Price Index for All Urban 
Consumers (CPI-U), their relationship to each other 
is not expected to change. Second, with allotment 
reductions scheduled to take effect in FY 2018, we 
can project scenarios with and without reductions 
and demonstrate the effect of these reductions on 
the three factors Congress required us to consider. 
We provide complete state-by-state estimates of 
DSH allotments for FYs 2016–2018 in Appendix 2A. 

Unreduced DSH allotments
States’ unreduced DSH allotments vary widely 
among states and are largely based on historic 
spending levels. For example, projected unreduced 
DSH allotments for FY 2018 range from less 
than $15 million in six states (Delaware, Hawaii, 
Montana, North Dakota, South Dakota, and 
Wyoming) to more than $1 billion in three states 
(California, New York, and Texas). As a percentage 
of state Medicaid spending, unreduced FY 
2018 DSH allotments range from 0.1 percent in 
Wyoming to more than 10 percent in Louisiana 

TABLE 2-4. �DSH Hospital Uncompensated Care as a Share of Hospital Operating Costs, 2011 

Type of uncompensated care

Deemed DSH hospitals that 
provide least one essential 

community service1

(n = 702)

Deemed DSH 
hospitals
(n = 798)

All DSH
hospitals

(n = 2,743)
Medicaid shortfall 0.8% 0.8% 1.4%

Unpaid costs of care for the uninsured 9.3 9.2 5.2

Total DSH audit uncompensated care 10.1% 10.0% 6.6%

Notes: DSH is disproportionate share hospital. Medicaid DSH audits define uncompensated care as Medicaid shortfall and unpaid 
costs of care for the uninsured. Deemed DSH status was estimated based on available Medicaid and low-income utilization data. For 
further discussion of the methodology and limitations, see Appendix 3A.
1	 Our working definition of essential community services includes the following services: burn services, dental services, graduate 
medical education, HIV/AIDS care, inpatient psychiatric services (through a psychiatric subunit or stand-alone psychiatric hospital), 
neonatal intensive care units, obstetrics and gynecology services, substance use disorder services, and trauma services. 

Source: MACPAC 2015 analysis of 2011 as-filed Medicaid DSH audits, 2011 and 2013 Medicare cost report data, and the 2013 
American Hospital Association annual survey.
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and New Hampshire (Figure 2-3). Before DSH 
allotment reductions, the variation in the projected 
DSH allotments is similar to the variation observed 
in prior years’ DSH allotments, which is based on 
state historical DSH spending before federal limits 
were established in 1993.4

Reduced DSH allotments
To estimate reduced DSH allotments for FY 2018, 
we modeled the DSH Health Reform Methodology 
(DHRM) that was developed by the Centers for 
Medicare & Medicaid Services (CMS) to implement 

allotment reductions for FYs 2014 and 2015 
(before the reductions in DSH allotments were 
delayed). This methodology uses five factors to 
implement the statutory requirements to apply 
greater DSH reductions to states with lower 
uninsured rates and states that do not target 
their DSH payments to high-need hospitals, 
among other criteria (Box 2-3). Although CMS 
may modify this reduction methodology in future 
years, the DHRM incorporates all of the statutory 
requirements for DSH allotment reductions and 
is thus a reasonable starting point for estimating 
future DSH allotment reductions.

FIGURE 2-3. �Unreduced DSH Allotments as a Share of State Medicaid Benefit Spending, FY 2018
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Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of preliminary FY 2016 DSH allotments, 
Congressional Budget Office projections of the Consumer Price Index for All Urban Consumers (CPI-U), and CMS-64 FMR net 
expenditure data as of February 25, 2015.
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We estimate that the $2 billion in federal DSH 
allotment reductions currently scheduled for 
implementation in FY 2018 will have widely 
varying effects on individual state allotments, 
with state reductions ranging from 1.5 percent to 
37.1 percent (Figure 2-4). Because the reduction 
methodology is only partially based on the 
current size of state allotments, the states with 
the largest allotments today are not necessarily 

the ones that will see their allotments reduced by 
the greatest percentage. For example, under our 
model, Vermont and Rhode Island are projected to 
have their DSH allotments reduced by the largest 
percentage even though they have relatively 
small DSH allotments. Our analysis predicts that 
applying the projected reductions will not fully 
eliminate the current variation in size of state DSH 
allotments.

BOX 2-3. �Factors Used in Disproportionate Share Hospital (DSH) Health 
Reform Reduction Methodology

The Centers for Medicare & Medicaid Services (CMS) DSH Health Reform Reduction Methodology 
(DHRM) applies five factors to calculate state disproportionate share hospital allotment reductions. 
The total amount by which allotments must be reduced is specified in statute ($2 billion in FY 
2018), and the DHRM provides a model for how these reductions may be distributed across states. 

•	 The low-DSH factor allocates a smaller proportion of the total DSH allotment reductions to low-
DSH states. Specifically, because the 16 low-DSH states currently receive about 4 percent of 
total DSH allotments, only 4 percent of DSH allotment reductions are applied to low-DSH states. 

•	 The uninsured percentage factor imposes larger DSH allotment reductions on states with lower 
uninsured rates relative to other states. One-third of DSH reductions are based on this factor.

•	 The high volume of Medicaid inpatients factor imposes larger DSH allotment reductions 
on states that do not target DSH payments to hospitals with high Medicaid volume. The 
proportion of state DSH payments made to hospitals with Medicaid inpatient utilization that 
is one standard deviation above the mean (the same qualifying criteria used for deemed DSH 
hospitals) is compared among states. One-third of DSH reductions are based on this factor.

•	 The high level of uncompensated care factor imposes larger reductions on states that do not 
target DSH payments to hospitals with high levels of uncompensated care. The proportion of 
DSH payments made to hospitals with above-average uncompensated care as a proportion of 
costs for Medicaid and the uninsured is compared among states. This factor is calculated using 
DSH audit data, which defines uncompensated care costs as the sum of Medicaid shortfall and 
unpaid costs of care for the uninsured. One-third of DSH reductions are based on this factor.

•	 The budget neutrality factor is an adjustment to the high Medicaid and high uncompensated 
care factors that accounts for DSH allotments that were used as part of the budget neutrality 
calculations for coverage expansions under Section 1115 waivers in four states and the 
District of Columbia (see note). Specifically, funding for these coverage expansions is 
excluded from the calculation of whether DSH payments were targeted to high Medicaid or 
high uncompensated care hospitals. 

Note: Four states—Indiana, Maine, Massachusetts, and Wisconsin—and the District of Columbia meet the statutory criteria for 
the budget neutrality factor.
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Relating DSH allotments to the 
statutorily required factors
We find little meaningful relationship between 
state DSH allotments and the number of 
uninsured individuals in a state, the amount of 
uncompensated care, or the number of hospitals 
with high uncompensated care that provide at 
least one essential community service. This is true 
for both unreduced allotment levels and under the 
reduction scheduled for FY 2018. 

Relationship between DSH allotments and the 
number of uninsured individuals. In FY 2018, 
states’ unreduced federal DSH allotments 

are expected to average out to approximately 
$337 per uninsured individual. However, these 
DSH allotments, compared on a per-uninsured 
individual basis, are highly dispersed among 
states, from $4 per uninsured individual to more 
than $2,000 per uninsured individual (Figure 2-5). 
After reductions are applied, these allotments 
are projected to average out to approximately 
$283 per uninsured individual and to continue 
to vary widely among states (from $4 to more 
than $1,500). These estimates are based on state 
uninsured data from 2014, the most recent year 
available. While uninsured rates are expected 
to change over the next several years, the most 
significant changes are likely to be the result of 

FIGURE 2-4. �Projected Percentage Decrease in State DSH Allotments, FY 2018
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Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of 2011 Medicare cost reports, 2011 as-filed 
Medicaid DSH audits, and the U.S. Census Bureau 2014 American Community Survey.
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FIGURE 2-5. �Distribution of FY 2018 State DSH Allotments (Unreduced and Reduced) per 
Uninsured Individual, 2014
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Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of 2011 Medicare cost reports, 2011 as-filed 
Medicaid DSH audits, and the U.S. Census Bureau 2014 American Community Survey.

FIGURE 2-6. �Distribution of FY 2018 State DSH Allotments (Unreduced and Reduced) as a 
Percentage of 2013 Hospital Uncompensated Care
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Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of 2011 Medicare cost reports, 2011 as-filed 
Medicaid DSH audits, and the U.S. Census Bureau 2014 American Community Survey.
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state decisions regarding Medicaid expansion, 
which we cannot reliably predict.

Relationship between DSH allotments and hospital 
uncompensated care. Before DSH allotment 
reductions, FY 2018 federal DSH allotments are 
equal to 37 percent of 2013 hospital charity care 
and bad debt (in the aggregate and adjusted for 
inflation). However, the share of DSH allotments as 
a percentage of uncompensated care varies widely 
by state, ranging from less than 10 percent in six 
states to more than 100 percent in three states. 
After DSH allotment reductions, FY 2018 federal 
DSH allotments are equal to 31 percent of 2013 
uncompensated care in the aggregate, but the wide 
variation between states remains (Figure 2-6).

Data limitations hamper our efforts to compare 
projected DSH allotments to state uncompensated 
care levels. The most recent uncompensated care 
data available from Medicare cost reports is from 
2013, and it does not reflect the ACA coverage 
expansions that began in 2014. While we know 
that amounts and types of uncompensated care 
have changed, our data is not sufficiently reliable to 
take these changes into account when developing 
estimates of 2018 uncompensated care. In 
addition, we cannot reliably calculate Medicaid 
shortfall using Medicare cost report data.

Based on the preliminary reports and analyses 
described earlier (Table 2-3 and Figure 2-2), we 
expect that future changes in uncompensated care 
will be greatest in states that have expanded their 
Medicaid programs. State Medicaid expansion 
decisions will not affect the disparity in current 
state DSH allotments, but these decisions may have 
important implications for the ability of future DSH 
allotments, particularly reduced allotments, to cover 
uncompensated care costs. We plan to examine 
this issue more closely as future data allow.

Relationship between DSH allotments and 
hospitals with high levels of uncompensated care 
that also provide essential community services. 
At the national level, the average federal DSH 

allotment (unreduced) per deemed DSH hospital 
that provides at least one essential community 
service is projected to be about $17.6 million in FY 
2018. At the state level, the average DSH allotment 
(unreduced) for these hospitals varies widely, 
ranging from less than $5 million to more than 
$50 million (Figure 2-7). Our models show that 
DSH allotment reductions reduce DSH payments 
to these hospitals slightly, but that the variation 
among states remains. To take different sizes 
of hospitals into account, we also adjusted for 
the number of beds per hospital, but we still find 
no meaningful relationship between state DSH 
allotments and the number of hospitals with high 
uncompensated care that provide at least one 
essential community service.

Potential State Responses to 
Allotment Reductions
State decisions regarding DSH payment policies 
could have a substantial effect on DSH payments 
to specific hospitals and on individual states’ DSH 
allotments under the DHRM reduction methodology. 
However, our preliminary modeling of DSH allotment 
reductions for FY 2018 does not take into account 
changes in state behavior that might be prompted 
by the incentives underlying the DHRM. Below we 
explore how state responses to the targeting of 
DSH payments could affect individual hospitals 
and how state decisions to expand Medicaid might 
affect overall state allotments. More information 
about our methods for each of these analyses is 
included in Appendix 3A.

Strategic targeting of DSH payments 
to particular hospitals
DSH allotment reductions do not require states to 
change their targeting of DSH payments, but the 
methodology that CMS uses to implement them 
will likely create incentives for states to target 
DSH allotments to hospitals with high Medicaid 
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utilization and high levels of uncompensated 
care. As a result, we modeled the effects on DSH 
payments under two targeting scenarios:

•	 DSH payments if states pass along a 
proportional reduction to each hospital; and

•	 DSH payments if states redistribute DSH 
payments strategically to minimize future 
reductions.

Overall, we find that deemed DSH hospitals would 
benefit if states responded strategically to the DSH 
targeting incentives included in the DHRM (Table 
2-5). The incentives created by the reduction 
methodology appear to encourage a more targeted 
distribution of DSH payments, but it remains to 
be seen whether these incentives are powerful 

enough to overcome the state-level factors that 
currently drive DSH payment decisions, such 
as local politics and considerations about the 
sources of non-federal funding for DSH payments. 
Additional data on the effects of the strategic 
targeting model on particular hospital types are 
provided in Appendix 2A, and limitations of this 
model are discussed in Appendix 3A. 

In our modeling of the hospital-level effects of 
DSH allotment reductions, we assume that some 
states will not spend their full DSH allotment. 
As discussed in Chapter 1, $1.2 billion in federal 
DSH allotments went unspent in 2012. In our 
FY 2018 model of unreduced DSH allotments, 
approximately $1.4 billion in federal DSH 
allotments would remain unspent. To draw down 

FIGURE 2-7. �Distribution of FY 2018 State DSH Allotments (Unreduced and Reduced) per Deemed 
DSH Hospital Providing at Least One Essential Community Service1 (millions)
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without hospitals that meet our definition for inclusion. 
1	 Deemed DSH status was estimated based on available Medicaid and low-income utilization data. Our working definition of 
essential community services includes the following services: burn services, dental services, graduate medical education, HIV/
AIDS care, inpatient psychiatric services (through a psychiatric subunit or stand-alone psychiatric hospital), neonatal intensive 
care units, obstetrics and gynecology services, substance use disorder services, and trauma services. For further discussion of 
the methodology and limitations, see Appendix 3A.

Source: Dobson DaVanzo and KNG Health 2015 analysis for MACPAC of 2011 and 2013 Medicare cost reports, 2011 as-filed Medicaid 
DSH audits, the U.S. Census Bureau 2014 American Community Survey, and the 2013 American Hospital Association annual survey.
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these unspent DSH allotments, states would have 
to provide additional state matching funds. 

Our preliminary analysis of 2011 DSH audits 
and survey data from the U.S. Government 
Accountability Office suggests that state sources 
of non-federal funding may affect the distribution 
of DSH payments. In 2011, states that financed 
DSH payments with above-average levels of health 
care-related taxes distributed DSH payments to 
about twice as many hospitals (as a share of all 
hospitals in the state). States that financed DSH 
with above-average levels of intergovernmental 
transfers and certified public expenditures 
distributed about twice as much DSH funding to 
public hospitals (as a share of all DSH spending in 
the state). 

Effects of Medicaid expansion on 
allotment reductions
Our analysis shows that under a scenario in which 
every state expands its Medicaid program to cover 
non-elderly adults at or below 138 percent FPL, 
aggregate DSH allotment reduction amounts in 
FY 2018 are not much different from amounts 
projected based on the status quo scenario 
(Table 2-6). This may be because the uninsured 

percentage factor in the DHRM is based on states’ 
relative uninsured rates, and decreases in the 
number of uninsured persons in all states as a 
result of Medicaid expansion may not have a large 
effect on the relative rate of the states’ uninsured 
population. We did not model the effects of 

TABLE 2-5. �Estimated DSH Payments (Unreduced and Reduced) under Different Targeting Scenarios, 
FY 2018

Deemed DSH status
Number of 
hospitals

Unreduced 
DSH 

payments

Proportional reduction Strategic reduction

DSH 
payments 
(millions)

Percent 
change

DSH 
payments 
(millions)

Percent 
change

Deemed DSH hospitals 798 $�12,293 $�10,441 -15% $�13,027  6%

DSH hospitals, not deemed 1,945 6,492 5,538 -15  2,843 -56 

All DSH hospitals 2,743 $�18,784 $�15,979 -15% $�15,870 -16%

Notes: DSH is disproportionate share hospital. FY is fiscal year. DSH payments include state and federal funds. Numbers do not sum 
due to rounding. Excludes 90 DSH hospitals that did not submit a Medicare cost report. Deemed DSH status was estimated by MACPAC 
based on available Medicaid and low-income utilization data. For further discussion of the methodology and limitations, see Appendix 3A.

Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of 2011 Medicare cost reports, 2011 as-filed 
Medicaid DSH audits, and the U.S. Census Bureau 2014 American Community Survey.

TABLE 2-6. �Change in Aggregate State DSH 
Allotments under Different Medicaid 
Expansion Scenarios, FY 2018

Expansion status as of 
December 31, 2014 Status quo

All states 
expanded 
Medicaid 
coverage

Medicaid expansion states -18.0% -17.7%

Non-Medicaid expansion 
states -11.6 -12.1

All states -16.2% -16.2%

Notes: DSH is disproportionate share hospital. FY is fiscal year. 
Status quo projection is based on 2014 uninsured data; as a 
result, only states that expanded Medicaid to non-elderly adults at 
or below 138 percent of the federal poverty level by December 31, 
2014, are classified as Medicaid expansion states in this analysis. 

Sources: Dobson DaVanzo & Associates and KNG Health 2015 
analysis for MACPAC of 2011 Medicare cost reports, 2011 
as-filed Medicaid DSH audits, the U.S. Census Bureau 2014 
American Community Survey, and Holahan et al. 2013.
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Medicaid expansion on other factors of the DHRM, 
but we do not expect large changes to these 
factors as a result of Medicaid expansion.5 

Conclusion
The ACA is changing the number of uninsured 
patients and the amount of hospital 
uncompensated care, but state DSH allotments 
are unlikely to bear any meaningful relationship to 
these factors, even under pending DSH allotment 
reductions. The incentives included in CMS’s initial 
methodology for reducing DSH allotments would 
encourage states to target more DSH payments 
to deemed DSH hospitals; at the same time, it 
appears that they would not discourage states 
from expanding Medicaid coverage. However, 
because comprehensive state- and hospital-
specific data are not yet available, we cannot make 
projections based on the full effects of the ACA. 

The following chapter explores our data 
limitations in detail, including the Commission’s 
recommendations for data improvements that are 
necessary to fully understand the effects of DSH 
allotment reductions. 

Endnotes
1	 The ACA set a single income eligibility disregard equal 
to 5 percentage points of the federal poverty level (FPL). 
For this reason, eligibility is often referred to at its effective 
level of 138 percent FPL, even though the federal statute 
specifies 133 percent FPL.

2	 In the Current Population Survey, a monthly survey of 
households conducted by the U.S. Census Bureau for 
the U.S. Bureau of Labor Statistics, estimates of health 
insurance coverage are not mutually exclusive. People 
can be covered by more than one type of health insurance 
during the year. 

3	 Only 74 percent of all hospitals reported uncompensated 
care on Medicare cost reports in 2013. In light of questions 
about the reliability of Medicare cost report data, the 
Centers for Medicare & Medicaid Services (CMS) is working 
with hospitals to improve the accuracy and completeness 
of uncompensated care reporting (CMS 2015). 

4	 Before DSH allotment reductions take effect in FY 2018, 
DSH allotments are scheduled to increase according to the 
Consumer Price Index for All Urban Consumers. 

5	 Although overall Medicaid utilization and uncompensated 
care are expected to change in states that expand Medicaid, 
such changes are not expected to have a substantial effect 
on the high volume of Medicaid inpatients factor or the high 
level of uncompensated care factor used in the CMS DSH 
Health Reform Reduction Methodology, since these factors 
are calculated based on relative Medicaid utilization and 
relative uncompensated care within a state. 
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APPENDIX 2A: State-Level Data
TABLE 2A-1. �Current and Projected State DSH Allotments, FYs 2016–2017 (millions)

State

Fiscal year 2016 Fiscal year 2017

Total Federal State Total Federal State
Total $�21,186.9 $�11,909.9 $� 9,277.1 $�21,520.0 $�12,096.1 $� 9,423.8
Alabama 478.3 334.2 144.1 486.4 339.9 146.6
Alaska 44.3 22.1 22.1 45.0 22.5 22.5
Arizona 159.7 110.0 49.6 162.4 111.9 50.5
Arkansas 67.0 46.9 20.1 68.1 47.7 20.4
California 2,382.8 1,191.4 1,191.4 2,423.3 1,211.6 1,211.6
Colorado 198.2 100.5 97.7 201.6 102.2 99.3
Connecticut 434.7 217.4 217.4 442.1 221.1 221.1
Delaware 17.9 9.8 8.1 18.2 10.0 8.2
District of Columbia 95.1 66.6 28.5 96.7 67.7 29.0
Florida 358.3 217.4 140.9 364.4 221.1 143.3
Georgia 432.4 292.1 140.3 439.7 297.0 142.7
Hawaii 19.6 10.6 9.0 20.0 10.8 9.2
Idaho 25.1 17.9 7.2 25.5 18.2 7.3
Illinois 459.1 233.7 225.5 467.0 237.6 229.3
Indiana 348.8 232.3 116.5 354.7 236.2 118.5
Iowa 77.9 42.8 35.1 79.3 43.5 35.7
Kansas 80.1 44.8 35.3 81.5 45.6 35.9
Kentucky 224.1 157.6 66.5 227.9 160.3 67.6
Louisiana 1,176.6 732.0 444.6 1,176.6 732.0 444.6
Maine 182.1 114.1 68.0 185.2 116.1 69.1
Maryland 165.7 82.9 82.9 168.6 84.3 84.3
Massachusetts 662.9 331.5 331.5 674.2 337.1 337.1
Michigan 439.0 288.0 151.0 446.5 292.9 153.6
Minnesota 162.3 81.2 81.2 165.1 82.6 82.6
Mississippi 223.5 165.7 57.7 227.3 168.6 58.7
Missouri 813.6 514.9 298.8 827.5 523.6 303.8
Montana 18.9 12.3 6.6 19.2 12.5 6.7
Nebraska 60.1 30.8 29.4 61.1 31.3 29.9
Nevada 77.4 50.3 27.1 78.7 51.1 27.6
New Hampshire 341.5 170.7 170.7 341.5 170.7 170.7
New Jersey 1,399.2 699.6 699.6 1,423.0 711.5 711.5
New Mexico 31.5 22.1 9.3 32.0 22.5 9.5
New York 3,491.3 1,745.6 1,745.6 3,550.6 1,775.3 1,775.3
North Carolina 484.0 320.6 163.4 492.2 326.1 166.2
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State

Fiscal year 2016 Fiscal year 2017

Total Federal State Total Federal State
North Dakota $� 20.8 $� 10.4 $� 10.4 $� 21.1 $� 10.6 $� 10.6
Ohio 706.7 441.5 265.2 718.8 449.0 269.8
Oklahoma 64.5 39.4 25.2 65.6 40.0 25.6
Oregon 76.4 49.2 27.2 77.7 50.0 27.7
Pennsylvania 1,172.8 610.0 562.8 1192.7 620.3 572.4
Rhode Island 140.1 70.6 69.5 142.5 71.8 70.6
South Carolina 500.7 355.9 144.8 509.2 362.0 147.3
South Dakota 23.3 12.0 11.3 23.7 12.2 11.4
Tennessee 81.6 53.1 28.5 81.6 53.1 28.5
Texas 1,819.1 1,039.2 779.8 1,850.0 1,056.9 793.1
Utah 30.4 21.3 9.0 30.9 21.7 9.2
Vermont 45.4 24.5 20.9 46.1 24.9 21.3
Virginia 190.4 95.2 95.2 193.7 96.8 96.8
Washington 402.1 201.1 201.1 408.9 204.5 204.5
West Virginia 102.7 73.4 29.4 104.5 74.6 29.9
Wisconsin 176.4 102.7 73.7 179.4 104.5 74.9
Wyoming 0.5 0.2 0.2 0.5 0.3 0.3

Notes: DSH is disproportionate share hospital. FY is fiscal year. 

Source: Dobson DaVanzo & Associates and KNG Health 2015 analysis for MACPAC of preliminary FY 2016 DSH allotments and 
Congressional Budget Office projections of the Consumer Price Index for All Urban Consumers (CPI-U).

TABLE 2A-1. �(continued)
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TABLE 2A-4. �Number of Uninsured and Uninsured Rate by State, 2013–2014

State

2013 2014
Difference  

(2014 less 2013)

Number 
(millions)

Percent 
of state 

population
Number 

(millions)

Percent 
of state 

population
Number 

(millions)
Percentage 

point

Total 45,181 14.5% 36,670 11.7% -8,510 -2.8%

Alabama 645 13.6 579 12.1 -66 -1.4

Alaska 132 18.5 122 17.2 -10 -1.3

Arizona 1118 17.1 903 13.6 -215 -3.5

Arkansas 465 16.0 343 11.8 -122 -4.2

California 6,500 17.2 4,767 12.4 -1,733 -4.7

Colorado 729 14.1 543 10.3 -187 -3.8

Connecticut 333 9.4 245 6.9 -87 -2.5

Delaware 83 9.1 72 7.8 -12 -1.4

District of Columbia 42 6.7 34 5.3 -8 -1.4

Florida 3,853 20.0 3,245 16.6 -608 -3.4

Georgia 1,846 18.8 1,568 15.8 -278 -3.0

Hawaii 91 6.7 72 5.3 -19 -1.5

Idaho 257 16.2 219 13.6 -39 -2.6

Illinois 1,618 12.7 1,238 9.7 -380 -3.0

Indiana 903 14.0 776 11.9 -127 -2.0

Iowa 248 8.1 189 6.2 -59 -2.0

Kansas 348 12.3 291 10.2 -57 -2.0

Kentucky 616 14.3 366 8.5 -250 -5.8

Louisiana 751 16.6 672 14.8 -80 -1.8

Maine 147 11.2 134 10.1 -13 -1.0

Maryland 593 10.2 463 7.9 -130 -2.3

Massachusetts 247 3.7 219 3.3 -28 -0.4

Michigan 1,072 11.0 837 8.5 -235 -2.4

Minnesota 440 8.2 317 5.9 -123 -2.3

Mississippi 500 17.1 424 14.5 -76 -2.6

Missouri 773 13.0 694 11.7 -79 -1.4

Montana 165 16.5 143 14.2 -21 -2.2

Nebraska 209 11.3 179 9.7 -29 -1.7

Nevada 570 20.7 427 15.2 -143 -5.5

New Hampshire 140 10.7 120 9.2 -20 -1.5

New Jersey 1,160 13.2 965 10.9 -195 -2.3

New Mexico 382 18.6 298 14.5 -85 -4.1
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State

2013 2014
Difference  

(2014 less 2013)

Number 
(millions)

Percent 
of state 

population
Number 

(millions)

Percent 
of state 

population
Number 

(millions)
Percentage 

point

New York 2,070 10.7% 1,697 8.7% -373 -2.0%

North Carolina 1,509 15.6 1,276 13.1 -233 -2.6

North Dakota 73 10.4 57 7.9 -16 -2.5

Ohio 1,258 11.0 955 8.4 -302 -2.7

Oklahoma 666 17.7 584 15.4 -82 -2.3

Oregon 571 14.7 383 9.7 -188 -4.9

Pennsylvania 1,222 9.7 1,065 8.5 -158 -1.3

Rhode Island 120 11.6 77 7.4 -43 -4.2

South Carolina 739 15.8 642 13.6 -97 -2.2

South Dakota 93 11.3 82 9.8 -11 -1.5

Tennessee 887 13.9 776 12.0 -110 -1.8

Texas 5,748 22.1 5,047 19.1 -701 -3.1

Utah 402 14.0 366 12.5 -37 -1.5

Vermont 45 7.2 31 5.0 -14 -2.3

Virginia 991 12.3 884 10.9 -107 -1.4

Washington 960 14.0 643 9.2 -317 -4.7

West Virginia 255 14.0 156 8.6 -99 -5.4

Wisconsin 518 9.1 418 7.3 -100 -1.8

Wyoming 77 13.4 69 12.0 -8 -1.5

Notes: In 2013, there were a series of changes in how these data were collected that could affect some estimates. These changes 
include the addition of the Internet as a mode of data collection, the end of the content portion of Failed Edit Follow-Up interviewing and 
the loss of one monthly panel due to the federal government shut down in October 2013. For more information, see http://census.gov/
programs-surveys/acs/technical-documentation/user-notes.html.

Source: Smith, J., and C. Medalia, 2015, Health insurance coverage in the United States: 2014, Current Population Reports, P60-253. 
Washington, DC: U.S. Census Bureau, https://www.census.gov/content/dam/Census/library/publications/2015/demo/p60-253.pdf.

TABLE 2A-4. �(continued)

http://census.gov/programs-surveys/acs/technical-documentation/user-notes.html
http://census.gov/programs-surveys/acs/technical-documentation/user-notes.html
https://www.census.gov/content/dam/Census/library/publications/2015/demo/p60-253.pdf
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TABLE 2A-5. �State Levels of Uncompensated Care, 2013

State Total uncompensated care (millions)
Uncompensated care as a share of 

hospital operating costs

Total $ 33,599 4.6%

Alabama 527 6.1

Alaska 102 6.0

Arizona 708 5.4

Arkansas 234 5.2

California 3,506 4.3

Colorado 405 3.3

Connecticut 154 2.0

Delaware 76 3.1

District of Columbia 67 2.0

Florida 2,400 7.0

Georgia 1,350 7.6

Hawaii 39 1.5

Idaho 141 3.8

Illinois 1,579 5.2

Indiana 857 4.4

Iowa 300 3.9

Kansas 232 3.4

Kentucky 519 4.6

Louisiana 565 5.0

Maine 179 4.0

Maryland 738 5.8

Massachusetts 509 2.4

Michigan 917 3.6

Minnesota 279 1.8

Mississippi 451 6.3

Missouri 761 5.0

Montana 146 4.8

Nebraska 198 4.1

Nevada 159 3.8

New Hampshire 187 4.7

New Jersey 1,007 6.1

New Mexico 277 6.7



March 201650

Chapter 2: APPENDIX 2A

State Total uncompensated care (millions)
Uncompensated care as a share of 

hospital operating costs

New York $ 1,953 3.7%

North Carolina 1,395 6.2

North Dakota 101 3.2

Ohio 1,264 4.1

Oklahoma 446 5.3

Oregon 416 5.1

Pennsylvania 734 2.1

Rhode Island 156 5.5

South Carolina 593 6.6

South Dakota 101 3.2

Tennessee 415 4.8

Texas 3,852 6.9

Utah 293 5.2

Vermont 33 3.0

Virginia 882 4.5

Washington 586 3.6

West Virginia 257 5.5

Wisconsin 475 2.9

Wyoming 76 6.4

Notes: Medicare cost reports define uncompensated care as charity care and bad debt. Excludes hospitals without uncompensated 
care reported on their Medicare cost reports.

Source: MACPAC 2015 analysis of 2013 Medicare cost reports. 

TABLE 2A-5. �(continued)
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TABLE 2A-6. �Deemed DSH Hospitals That Provide at Least One Essential Community Service, 2011

State

Number of 
hospitals 

(all)

DSH hospitals Deemed DSH hospitals

Deemed DSH hospitals 
that provide at 

least one essential 
community service

Number Percent Number Percent Number Percent

Total 6,000 2,743 46% 798 13% 702 12%

Alabama 125 94 75 9 7 7 6

Alaska 21 4 19 1 5 1 5

Arizona 102 41 40 40 39 32 31

Arkansas 100 2 2 1 1 1 1

California 415 43 10 40 10 35 8

Colorado 95 73 77 15 16 15 16

Connecticut 42 34 81 4 10 3 7

Delaware 12 1 8 1 8 1 8

District of Columbia 13 8 62 8 62 6 46

Florida 242 71 29 36 15 28 12

Georgia 174 137 79 23 13 14 8

Hawaii 26 12 46 4 15 3 12

Idaho 49 22 45 6 12 5 10

Illinois 208 48 23 41 20 36 17

Indiana 164 16 10 16 10 16 10

Iowa 122 5 4 3 2 3 2

Kansas 153 54 35 13 8 13 8

Kentucky 115 104 90 35 30 29 25

Louisiana 220 91 41 38 17 29 13

Maine 41 1 2 0 0 0 0

Maryland 61 21 34 14 23 11 18

Massachusetts1 108 0 0 0 0 0 0

Michigan 169 118 70 11 7 10 6

Minnesota 143 94 66 13 9 12 8

Mississippi 112 49 44 9 8 9 8

Missouri 146 108 74 34 23 27 18

Montana 62 52 84 10 16 10 16

Nebraska 96 29 30 12 13 9 9

Nevada 52 21 40 5 10 5 10

New Hampshire 30 27 90 6 20 6 20

New Jersey 98 79 81 24 24 24 24

New Mexico 45 13 29 7 16 6 13
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State

Number of 
hospitals 

(all)

DSH hospitals Deemed DSH hospitals

Deemed DSH hospitals 
that provide at 

least one essential 
community service

Number Percent Number Percent Number Percent

New York 217 191 88% 36 17% 34 16%

North Carolina 131 51 39 15 11 15 11

North Dakota 49 4 8 1 2 1 2

Ohio 223 183 82 17 8 13 6

Oklahoma 145 61 42 13 9 13 9

Oregon 63 8 13 5 8 5 8

Pennsylvania 234 205 88 62 26 55 24

Rhode Island 15 14 93 2 13 1 7

South Carolina 82 64 78 13 16 11 13

South Dakota 60 17 28 11 18 11 18

Tennessee 144 79 55 23 16 20 14

Texas 563 172 31 74 13 74 13

Utah 54 40 74 4 7 4 7

Vermont 15 13 87 3 20 3 20

Virginia 112 31 28 9 8 7 6

Washington 98 63 64 14 14 13 13

West Virginia 61 53 87 9 15 9 15

Wisconsin 143 10 7 6 4 5 3

Wyoming 30 12 40 2 7 2 7

Notes: DSH is disproportionate share hospital. Excludes DSH hospitals that did not submit a Medicare cost report (n = 90). Deemed 
DSH status was estimated based on available Medicaid and low-income utilization data. Our working definition of essential community 
services includes the following services: burn services, dental services, graduate medical education, HIV/AIDS care, inpatient 
psychiatric services (through psychiatric subunit or stand-alone psychiatric hospital), neonatal intensive care units, obstetrics and 
gynecology services, substance use disorder services, and trauma services. For further discussion of the methodology and limitations, 
see Appendix 3A.
1	 Massachusetts does not make DSH payments because its Section 1115 demonstration allows the state to use DSH funding for the 
state’s safety-net care pool instead.

Source: MACPAC 2015 analysis of 2011 as-filed Medicaid DSH audits, 2011 and 2013 Medicare cost report data, and the American 
Hospital Association annual survey.

TABLE 2A-6. �(continued)



Report to Congress on Medicaid and CHIP 53

Chapter 2: APPENDIX 2A
TA

BL
E 

2A
-7

. �O
th

er
 C

ha
ra

ct
er

is
tic

s 
of

 D
ee

m
ed

 D
SH

 H
os

pi
ta

ls
, 2

01
1

St
at

e

N
um

be
r o

f h
os

pi
ta

l b
ed

s
N

um
be

r o
f M

ed
ic

ai
d 

da
ys

 (t
ho

us
an

ds
)

Al
l 

ho
sp

ita
ls

DS
H

 h
os

pi
ta

ls
De

em
ed

 D
SH

 h
os

pi
ta

ls
Al

l 
ho

sp
ita

ls
DS

H
 h

os
pi

ta
ls

De
em

ed
 D

SH
 h

os
pi

ta
ls

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

To
ta

l
67

6,
87

7
38

6,
21

1
57

%
12

0,
81

5
18

%
24

,2
87

15
,3

16
63

%
8,

04
4

33
%

Al
ab

am
a

13
,8

08
12

,0
32

87
1,

25
6

9
63

9
61

5
96

17
7

28
Al

as
ka

1,
09

2
50

7
46

80
7

79
38

48
2

3
Ar

iz
on

a
12

,4
69

6,
69

5
54

6,
50

1
52

63
1

48
0

76
46

9
74

Ar
ka

ns
as

8,
13

1
54

3
7

31
3

4
24

0
28

12
23

10
Ca

lif
or

ni
a

60
,3

53
7,

00
3

12
5,

99
4

10
2,

95
2

72
4

25
64

2
22

Co
lo

ra
do

8,
16

0
6,

57
5

81
2,

05
3

25
34

2
32

9
96

18
2

53
Co

nn
ec

tic
ut

7,
38

0
6,

78
7

92
91

0
12

30
4

23
2

76
62

20
De

la
w

ar
e

2,
02

1
11

5
6

11
5

6
85

–
 

–
–

–
Di

st
ric

t o
f C

ol
um

bi
a

2,
61

4
1,

18
5

45
1,

18
5

45
17

8
11

5
65

11
5

65
Fl

or
id

a
46

,3
46

18
,9

03
41

9,
04

4
20

1,
86

4
1,

19
8

64
76

0
41

G
eo

rg
ia

18
,6

68
16

,0
48

86
3,

33
6

18
57

0
55

3
97

21
3

37
H

aw
ai

i
2,

07
5

1,
61

5
78

45
1

22
40

33
82

11
28

Id
ah

o
2,

57
4

1,
67

2
65

70
2

27
10

8
83

77
44

40
Ill

in
oi

s
27

,1
61

8,
73

5
32

6,
77

7
25

1,
55

1
73

1
47

59
1

38
In

di
an

a
14

,9
25

79
9

5
79

9
5

36
9

45
12

45
12

Io
w

a
7,

24
2

1,
09

3
15

61
7

9
27

7
10

9
39

80
29

Ka
ns

as
7,

54
3

3,
59

2
48

2,
01

8
27

17
8

14
0

79
11

5
65

Ke
nt

uc
ky

12
,3

89
11

,8
72

96
3,

80
5

31
35

8
34

8
97

15
0

42
Lo

ui
si

an
a

15
,6

49
7,

97
5

51
3,

12
2

20
66

8
38

3
57

18
8

28
M

ai
ne

3,
02

2
92

3
0

0
14

5
1

0
0

0
M

ar
yl

an
d

11
,8

76
3,

76
6

32
3,

10
5

26
40

5
15

5
38

13
5

33
M

as
sa

ch
us

et
ts

1
17

,2
05

0
0

0
0

85
2

0
0

0
0

M
ic

hi
ga

n
21

,4
65

17
,9

25
84

1,
65

8
8

42
9

36
6

85
95

22
M

in
ne

so
ta

9,
81

7
8,

56
3

87
1,

28
5

13
36

3
33

0
91

13
5

37
M

is
si

ss
ip

pi
10

,0
33

5,
47

8
55

1,
18

3
12

43
2

25
2

58
11

4
26

M
is

so
ur

i
15

,8
15

12
,2

64
78

3,
44

2
22

55
9

43
3

78
19

4
35

M
on

ta
na

2,
42

7
2,

09
0

86
44

0
18

74
74

10
0

23
31

N
eb

ra
sk

a
4,

83
5

2,
80

9
58

1,
47

2
30

15
5

13
5

87
97

63



March 201654

Chapter 2: APPENDIX 2A

St
at

e

N
um

be
r o

f h
os

pi
ta

l b
ed

s
N

um
be

r o
f M

ed
ic

ai
d 

da
ys

 (t
ho

us
an

ds
)

Al
l 

ho
sp

ita
ls

DS
H

 h
os

pi
ta

ls
De

em
ed

 D
SH

 h
os

pi
ta

ls
Al

l 
ho

sp
ita

ls
DS

H
 h

os
pi

ta
ls

De
em

ed
 D

SH
 h

os
pi

ta
ls

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

N
um

be
r

Pe
rc

en
t

N
ev

ad
a

5,
10

6
2,

98
2

58
%

89
9

18
%

17
3

14
5

84
%

77
45

%
N

ew
 H

am
ps

hi
re

2,
35

2
2,

28
6

97
44

4
19

59
59

99
19

32
N

ew
 J

er
se

y
20

,0
82

18
,6

14
93

5,
30

2
26

37
3

33
5

90
13

7
37

N
ew

 M
ex

ic
o

3,
59

5
1,

64
7

46
74

2
21

68
45

65
29

42
N

ew
 Y

or
k

43
,9

41
40

,5
57

92
7,

44
2

17
1,

89
2

1,
64

5
87

50
1

26
N

or
th

 C
ar

ol
in

a
18

,7
76

10
,6

53
57

3,
96

7
21

1,
02

3
63

7
62

31
1

30
N

or
th

 D
ak

ot
a

2,
16

4
44

6
21

24
1

73
11

14
0

0
O

hi
o

27
,0

35
24

,9
38

92
2,

57
1

10
56

0
51

9
93

14
4

26
O

kl
ah

om
a

9,
93

3
6,

34
3

64
1,

74
4

18
54

5
41

0
75

21
3

39
O

re
go

n
5,

39
9

90
1

17
39

5
7

20
5

51
25

22
11

Pe
nn

sy
lv

an
ia

33
,3

95
31

,9
54

96
9,

37
1

28
67

6
67

3
99

33
5

50
Rh

od
e 

Is
la

nd
2,

61
5

2,
53

3
97

64
2

25
58

57
10

0
24

42
So

ut
h 

Ca
ro

lin
a

10
,3

42
9,

34
6

90
2,

35
5

23
24

6
24

4
99

11
4

46
So

ut
h 

Da
ko

ta
2,

58
6

1,
15

2
45

47
3

18
90

54
60

25
28

Te
nn

es
se

e
16

,2
05

11
,8

78
73

3,
29

9
20

45
8

39
0

85
22

6
49

Te
xa

s
57

,5
84

27
,3

31
47

12
,6

71
22

1,
24

4
95

5
77

72
6

58
U

ta
h

4,
25

1
3,

66
1

86
21

7
5

19
9

19
3

97
26

13
Ve

rm
on

t
89

1
78

7
88

90
10

39
39

10
0

5
12

Vi
rg

in
ia

14
,8

51
6,

78
9

46
2,

32
0

16
48

3
32

0
66

20
5

43
W

as
hi

ng
to

n
9,

88
0

7,
25

4
73

1,
78

2
18

47
8

36
0

75
11

7
24

W
es

t V
irg

in
ia

5,
80

3
5,

44
4

94
1,

58
2

27
17

5
17

5
10

0
85

48
W

is
co

ns
in

11
,6

89
1,

26
9

11
74

1
6

29
2

53
18

41
14

W
yo

m
in

g
1,

30
7

71
3

55
79

6
32

16
50

2
6

N
ot

es
: D

SH
 is

 d
is

pr
op

or
tio

na
te

 s
ha

re
 h

os
pi

ta
l. 

Ex
cl

ud
es

 D
SH

 h
os

pi
ta

ls
 th

at
 d

id
 n

ot
 s

ub
m

it 
a 

M
ed

ic
ar

e 
co

st
 re

po
rt

 (n
 =

 9
0)

. D
ee

m
ed

 D
SH

 s
ta

tu
s 

w
as

 e
st

im
at

ed
 b

as
ed

 o
n 

av
ai

la
bl

e 
M

ed
ic

ai
d 

an
d 

lo
w

-in
co

m
e 

ut
ili

za
tio

n 
da

ta
. F

or
 fu

rt
he

r d
is

cu
ss

io
n 

of
 th

e 
m

et
ho

do
lo

gy
 a

nd
 li

m
ita

tio
ns

, s
ee

 A
pp

en
di

x 
3A

.
1	

M
as

sa
ch

us
et

ts
 d

oe
s 

no
t m

ak
e 

DS
H

 p
ay

m
en

ts
 b

ec
au

se
 it

s 
Se

ct
io

n 
11

15
 d

em
on

st
ra

tio
n 

al
lo

w
s 

th
e 

st
at

e 
to

 u
se

 D
SH

 fu
nd

in
g 

fo
r t

he
 s

ta
te

’s
 s

af
et

y-
ne

t c
ar

e 
po

ol
 in

st
ea

d.

–
 D

as
h 

m
ea

ns
 d

at
a 

w
er

e 
no

t a
va

ila
bl

e.

So
ur

ce
: M

AC
PA

C 
20

15
 a

na
ly

si
s 

of
 2

01
1 

as
-fi

le
d 

M
ed

ic
ai

d 
DS

H
 a

ud
its

, 2
01

1 
an

d 
20

13
 M

ed
ic

ar
e 

co
st

 re
po

rt
 d

at
a,

 a
nd

 th
e 

Am
er

ic
an

 H
os

pi
ta

l A
ss

oc
ia

tio
n 

an
nu

al
 s

ur
ve

y.

TA
BL

E 
2A

-7
. �(

co
nt

in
ue

d)


