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Since implementation of the Affordable Care Act (ACA), more than 10 million
people in 30 states (including the District of Columbia) that expanded Medicaid
have gained Medicaid or CHIP coverage, and the collective rate of uninsured
individuals in expansion states has fallen from 18 percent to less than 11 percent.1,2
This report is the third in a series prepared by the Robert Wood Johnson
Foundation’s State Health Reform Assistance Network exploring the fiscal
implications of expansion. The first two reports explored state budget savings and
revenue gains associated with expansion.3 This paper examines early data on
expansion-related decreases in uncompensated care costs and related state budget
implications, including impending reductions in federal support for Medicaid
Disproportionate Share (DSH) payments and waiver pools made available to
support hospital uncompensated care costs prior to the Medicaid expansion
authorized and funded under the ACA.

Expansion-related decreases in uncompensated care
Uncompensated care costs are generated in situations where hospitals and other
providers deliver services to patients for which they are not fully compensated,
primarily because patients are uninsured or underinsured and unable to pay out
of pocket for their services.4 The financial consequences of uncompensated care
impact all health care stakeholders: providers shift these costs to insured patients,
and as a result private insurance companies increase premiums for consumers and
small businesses. Federal, state and local governments also devote significant
funding to offset uncompensated care costs for essential providers: as of 2013,
state and local governments provided approximately 37 percent of uncompensated
care funding, totaling $19.8 billion through a variety of sources.5
While there is no standard definition of—or mechanism for—measuring
uncompensated care costs, new information is emerging about the impact on
uncompensated care costs of ACA insurance affordability programs—including
Medicaid, CHIP and advance premium tax credits and cost-sharing reductions.6
Since implementation of the ACA, states have experienced decreases in hospital
uncompensated care costs related to previously uninsured residents gaining health
coverage. Decreases in uncompensated care costs have been substantially greater
in states that have expanded Medicaid. According to projections by the Assistant
Secretary for Planning and Evaluation, uncompensated care costs in expansion
states would decline by $5 billion in 2014, more than double the $2.4 billion
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reduction in non-expansion states.7 This translates into a 26 percent reduction in uncompensated care costs in expansion states,
as compared to a 16 percent reduction in non-expansion states.8
Hospitals are tracking and reporting reductions in their uncompensated care costs, which will ultimately translate into savings
for states as well as other payers in the health care system. While the methods for measuring uncompensated care vary across
systems and states, hospital systems consistently report very different trends in uncompensated care depending on a state’s
expansion status. While facilities in both expansion and non-expansion states have generally experienced decreases in the
volume of admissions or discharges by uninsured patients, expansion states have had substantially greater declines (see Table 1).
For example, from the second quarter of 2013 through the second quarter of 2014, admissions by uninsured patients at HCA
hospitals in expansion states plummeted by 48 percent as compared to a two percent decline at HCA hospitals in nonexpansion states.9
Table 1
Percentage Change in Admissions/Discharges by Uninsured Patients and Uncompensated Care Costs in Hospital Systems With Facilities in Both
Expansion and Non-Expansion States
Percentage Change in Admissions/
Discharges by Uninsured Patients

Percentage Change in Uncompensated
Care Costs

Expansion States

Non-Expansion
States

Expansion States

Non-Expansion
States

Q1-Q3 2014

-32%

-4%

-40%

6%

Q2 2013

Q2 2014

-72%

0%

NA

NA

Q2 2013

Q2 2014

-48%

-2%

NA

NA

LifePoint

Q2 2013

Q2 2014

-67%

-14%

NA

NA

Tenet14

Q2 2013

Q2 2014

-54%

-8%

NA

NA

Hospital System

Baseline Period

Comparison Period

Ascension10

Q2-Q4 2013

Community Health
Systems11
HCA12
13

NA = not available

A number of hospital associations and hospital systems in expansion states have also published statewide data showing
decreases in admissions or discharges by uninsured patients and corresponding hospital savings. Again, the methods and
definitions vary, but the trends are consistent. Early data from hospital associations have shown up to a 46.5 percent decrease in
admissions by uninsured patients and up to a 59.7 percent decrease in hospital uncompensated care costs since ACA
implementation.15 Across states, there have been the following examples of reductions in uncompensated care:
■

■

■

■

■

■

■

Arkansas: During the first six months of the Private Option, Arkansas’s alternative approach to Medicaid expansion,
there was a 46.5 percent decrease in the number of uninsured admissions and a 35.5 percent decrease in the number of
emergency department visits, as compared to a year earlier, according to a study by the Arkansas Hospital Association
and the Arkansas Chapter of the Healthcare Financial Management Association. These declines translated into a 56.4
percent drop in uncompensated care losses, or a net gain to hospitals of $69.2 million over the six-month period.16
California: Sutter Health, which operates facilities across Northern California, reported that its uncompensated care
costs were 45 percent lower in 2014 than in 2013, a decrease from $166 million to $91 million.17
Colorado: Data from the Colorado Hospital Association shows that the average uncompensated care costs decreased by
36 percent in the first quarter of 2014 when compared to the same period a year earlier.18
I owa: The Iowa Hospital Association reported that during the first half of 2014, the number of uncompensated cases
declined by 18.5 percent, estimated to save hospitals approximately $32.5 million.19
Kentucky: From January through September 2014, Kentucky hospitals had approximately 59.7 percent lower
uncompensated care charges than the same period a year earlier—a drop from $1.9 billion to $766 million.20
Michigan: At Detroit-area hospitals owned by Tenet Healthcare Corp., uncompensated care cases fell by 85 percent from
the second quarter of 2013 to the second quarter of 2014.21 Michigan’s expansion took effect in April 2014.
New Hampshire: New Hampshire’s expansion was not in effect for most of 2014; it was implemented in August 2014.
Nonetheless, according to the New Hampshire Hospital Association, for 2014, New Hampshire hospitals had a 17
percent decrease in emergency department visits, a 16 percent decrease in uninsured inpatient admissions, and an 8
percent decrease in uninsured outpatient services, as compared to the year prior.22
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■

■

New Jersey: Governor Chris Christie announced that New Jersey hospitals have experienced a 43 percent decrease in
uncompensated care cases.23
Ohio: The Cleveland Clinic reported a 40 percent decrease in its charity care spending from 2013 to 2014, and a 27
percent decrease in its uncompensated care costs during the same period.24 In the Columbus area, the Ohio State
University Wexner Medical Center (Wexner) and OhioHealth saw their percentage of uninsured patients decrease by
more than 50 percent from fiscal year (FY) 2013 to FY 2015. At Wexner, hospital uncompensated care costs decreased
from approximately $60 million to almost $30 million from FY 2014 to FY 2015, and at OhioHealth, uncompensated
care costs decreased from about $120 million to less than $50 million from FY 2013 to FY 2015.25

State budget implications
While it is too early to do a comprehensive assessment of how hospital uncompensated care savings translate into state budget
savings or enable investment in additional state priorities, some early information is emerging from states:
■

■

■

■

Arkansas: Reductions in uncompensated care have resulted in $17,200,000 in state general fund savings in 2015.26
California: Due to expansion, the state is estimated to save approximately $1.4 billion in general funds for FY 2014-2015
and FY 2015-2016 related to reductions in indigent care funding to counties.27
Kentucky: Decreases in uncompensated care have allowed the Commonwealth, the Louisville Metro Government and the
University of Louisville to reduce their planned contributions to the University of Louisville Hospital Quality Care
Charity Trust Fund by more than $13.5 million in 2015—nearing a 46 percent decrease from 2013 funding levels.28
New Jersey: Governor Christie’s FY 2016 budget reflects the decline in uncompensated care costs by proposing a $74
million cut in state-funded hospital charity care grants. These funds will instead be used towards a combined state and
federally-funded $45 million increase in Medicaid physician reimbursement and a $27 million increase in graduate
medical education funding.29

Additional factors influencing uncompensated care funding to states
Since the 2012 Supreme Court ruling, which made Medicaid expansion voluntary for states, states have been deliberating a
complex set of policy, fiscal and political considerations related to expansion—including the decline in uncompensated care and
related fiscal implications. Among the uncompensated care related considerations for states and providers are the impending
cuts in federal Medicaid DSH and the Centers for Medicare & Medicaid Services’ (CMS) recently articulated policy regarding
ongoing federal funding for uncompensated care pools established under Section 1115 waivers.
Medicaid DSH Cuts. With the passage of the ACA, Congress initiated a coverage model intended to ensure access to affordable
insurance coverage for most Americans. Anticipating that near universal coverage would significantly reduce the need for
uncompensated care funding, Congress made cuts to federal Medicaid DSH allotments to states.30 The DSH cuts have been
delayed, and are now slated to go into effect federal FY 2018 (that is, beginning October 1, 2017). From federal FY 2018 to
2025, federal funding for Medicaid DSH payments is slated to decrease by a total of $43 billion, starting with $2 billion in cuts
in FY 2018 and eventually increasing to $8 billion in cuts per year by FYs 2024 and 2025.31
The statutory DSH cuts present a significant challenge in states that choose not to expand their Medicaid programs. While
non-expansion states have seen decreases in their uncompensated care costs since ACA implementation, those reductions have
been substantially smaller than those in expansion states. When the DSH reductions occur, hospitals in the non-expansion
states will receive less funding for uncompensated care provided to uninsured individuals, most notably, those with incomes
below 100 percent of the federal poverty level (FPL) who are ineligible for both Medicaid and advance premium tax credits and
cost-sharing reductions. Conversely, expansion states have an opportunity to reallocate state DSH funds that are freed up as a
result of uncompensated care reductions for other state priorities. States could follow New Jersey’s lead and re-appropriate state
funds they would have used for Medicaid DSH to increase Medicaid provider rates and increase support for graduate medical
education.32 To the extent states use re-allocated funds for the costs of services provided to expansion adults, they will draw
down more federal funding through the enhanced federal matching for expansion adults. That is, state DSH costs are matched
at a state’s standard matching rates, while state costs for services provided to expansion adults are matched at an enhanced rate
(100 percent through 2016 and phasing down and leveling off at 90 percent in 2020).
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Uncompensated Care Pools. At the same time that states are preparing for a reduction in federal funding for Medicaid DSH,
CMS is rethinking its policies on discretionary uncompensated care pools that have been established in some states through
section 1115 waivers to help cover the cost of uncompensated care. In a letter to Florida’s Medicaid director, CMS articulated a
clear policy preference for using federal Medicaid funds to pay for coverage and access rather than uncompensated care.33 Nine
states have received such a waiver, including four states that have not expanded their Medicaid programs; CMS is in discussions
with these states regarding the future of their pools.34 These pools vary in size, but can provide a large amount of funding to
hospitals; for example, Florida’s Low Income Pool is worth $2.16 billion—including $1.3 billion of federal matching funds.35
Thus states with uncompensated care pools that have not taken steps to reduce uncompensated care by covering people who
could be eligible for Medicaid under the ACA expansion face the prospect of both the loss of Medicaid DSH funds, and
restructuring or reduction of their uncompensated care pools, which substantially raises the fiscal stakes associated with the
decision not to expand.

1

 enters for Medicare and Medicaid Services, Medicaid & CHIP, “February 2015 Monthly Applications, Eligibility Determinations and Enrollment Report” (Baltimore: Department of
C
Health and Human Services, 2015), accessed May 5, 2015, http://www.medicaid.gov/medicaid-chip-program-information/program-information/downloads/medicaid-and-chipfebruary-2015-application-eligibility-and-enrollment-data.pdf; Office of the Assistant Secretary for Planning and Evaluation, “Health Insurance Coverage and the Affordable Care
Act” (Washington, DC: Department of Health and Human Services, 2015), accessed May 20, 2015, http://aspe.hhs.gov/health/reports/2015/uninsured_change/ib_uninsured_
change.pdf.

2

 ontana is included in the 30 states that have expanded Medicaid; however, its expansion will not take effect until the State receives approval from the Centers for Medicare and
M
Medicaid Services to implement a waiver consistent with state legislation.

3

 achrach D, Boozang P, Glanz D, “Medicaid Expansion: Early Data Shows Consistent Economic Benefits Across Expansion States” (Princeton: Robert Wood Johnson
B
Foundation, 2015), accessed April 26, 2015, http://www.rwjf.org/content/dam/farm/reports/issue_briefs/2015/rwjf419097; Bachrach D, Boozang P, Glanz D, “States Expanding
Medicaid See Significant Budget Savings and Revenue Gains” (Princeton: Robert Wood Johnson Foundation, 2015), accessed April 25, 2015, http://statenetwork.org/wpcontent/uploads/2015/04/State-Network-Manatt-States-Expanding-Medicaid-See-Significant-Budget-Savings-and-Revenue-Gains-April-20152.pdf.

4

 eLeire T, Joynt K, McDonald R, “Impact of Insurance Expansion On Hospital Uncompensated Care Costs in 2014” (Washington, DC: Department of Health and Human
D
Services, 2014), accessed April 13, 2015, http://aspe.hhs.gov/health/reports/2014/uncompensatedcare/ib_uncompensatedcare.pdf.

5

 oughlin T, et al., “Uncompensated Care for Uninsured in 2013: A Detailed Examination” (Washington, DC: Kaiser Family Foundation, 2014), accessed April 25, 2015,
C
https://kaiserfamilyfoundation.files.wordpress.com/2014/05/8596-uncompensated-care-for-the-uninsured-in-2013.pdf.

6

 epending on the provider type and the purpose for which uncompensated care costs are being measured, the definition could include, in addition to the costs of services
D
provided to uninsured patients, the costs of services provided to underinsured patients, bad debt (related to either or both insured or uninsured patients) and underreimbursement by Medicaid. It should also be noted that while there is no standard definition of “uncompensated care,” there is also no standard definition of “costs.”

7

 ffice of the Assistant Secretary for Planning and Evaluation, “Economic Impact of the Medicaid Expansion” (Washington, DC: Department of Health and Human Services,
O
2015), accessed April 13, 2015, http://aspe.hhs.gov/health/reports/2015/medicaidexpansion/ib_MedicaidExpansion.pdf.

8

 ffice of the Assistant Secretary for Planning and Evaluation, “Insurance Expansion, Hospital Uncompensated Care, and the Affordable Care Act” (Washington, DC: Department
O
of Health and Human Services, 2015), accessed April 13, 2015, http://aspe.hhs.gov/health/reports/2015/MedicaidExpansion/ib_UncompensatedCare.pdf.

9

 eLeire T, Joynt K, McDonald R, “Impact of Insurance Expansion On Hospital Uncompensated Care Costs in 2014” (Washington, DC: Department of Health and Human
D
Services, 2014), accessed April 13, 2015, http://aspe.hhs.gov/health/reports/2014/uncompensatedcare/ib_uncompensatedcare.pdf.

10

 unningham P, Garfield R, Rudowitz R, “How Are Hospitals Faring under the Affordable Care Act? Early Experiences from Ascension Health” (Washington, DC: Kaiser Family
C
Foundation, 2015), http://files.kff.org/attachment/issue-brief-how-are-hospitals-faring-under-the-affordable-care-act-early-experiences-from-ascension-health.

11

 eLeire T, Joynt K, McDonald R, “Impact of Insurance Expansion On Hospital Uncompensated Care Costs in 2014” (Washington, DC: Department of Health and Human
D
Services, 2014), accessed April 13, 2015, http://aspe.hhs.gov/health/reports/2014/uncompensatedcare/ib_uncompensatedcare.pdf.

12

Ibid.

13

Ibid.

14

Ibid.

15

 rkansas Center for Health Improvement, “AHA Report Measures Impact of Private Option On Arkansas Hospitals,” Arkansas Center for Health Improvement, October 31, 2014,
A
accessed April 13, 2015, http://www.achi.net/Pages/News/Article.aspx?ID=56; Arkansas Hospital Association and Arkansas Chapter of the Healthcare Financial Management
Association, “Arkansas Private Option: Benefit to Arkansas Hospitals through June 30, 2014” (Little Rock: Arkansas Center for Health Improvement, 2014), accessed April 13,
2015, http://www.achi.net/Docs/260/; Arkansas Hospital Association, “Survey Reveals Private Option Impact On Hospitals.” AHA Notebook, November 3, 2014. Accessed April
13, 2015. http://www.arkhospitals.org/archive/notebookpdf/Notebook_11-03-14.pdf; Deloitte, “Commonwealth of Kentucky: Medicaid Expansion Report” (Deloitte Development
LLC, 2015), accessed April 13, 2015, http://governor.ky.gov/healthierky/Documents/medicaid/Kentucky_Medicaid_Expansion_One-Year_Study_FINAL.pdf.

16

 rkansas Center for Health Improvement, “AHA Report Measures Impact of Private Option On Arkansas Hospitals,” Arkansas Center for Health Improvement, October 31, 2014,
A
accessed April 13, 2015, http://www.achi.net/Pages/News/Article.aspx?ID=56; Arkansas Hospital Association and Arkansas Chapter of the Healthcare Financial Management
Association, “Arkansas Private Option: Benefit to Arkansas Hospitals through June 30, 2014” (Little Rock: Arkansas Center for Health Improvement, 2014), accessed April 13,
2015, http://www.achi.net/Docs/260/; Arkansas Hospital Association, “Survey Reveals Private Option Impact On Hospitals.” AHA Notebook, November 3, 2014. Accessed April
13, 2015. http://www.arkhospitals.org/archive/notebookpdf/Notebook_11-03-14.pdf.

17

Sutter Health, “Sutter Health Announces 2014 Financial Performance,” Sutter Health, 2015, accessed May 18, 2015, http://www.sutterhealth.org/about/financials/.

18

 olorado Hospital Association, “Impact of Medicaid Expansion On Hospital Volumes” (Greenwood Village: Colorado Hospital Association, 2014), accessed April 26, 2015,
C
http://www.cha.com/Documents/Press-Releases/CHA-Medicaid-Expansion-Study-June-2014.aspx.

19

 aker D, “Hospital Group Study: Iowa’s Medicaid Expansion Is Working,” Quad-City Times, November 13, 2014, accessed April 26, 2015,
B
http://qctimes.com/news/local/hospital-group-study-iowa-s-medicaid-expansion-is-working/article_7985461c-b119-5385-8c55-5e670363b68a.html.

20

 eloitte, Commonwealth of Kentucky: “Medicaid Expansion Report” (Deloitte Development LLC, 2015), accessed April 13, 2015,
D
http://governor.ky.gov/healthierky/Documents/medicaid/Kentucky_Medicaid_Expansion_One-Year_Study_FINAL.pdf.

21

 odern Healthcare, “After Medicaid Expansion, Tenet Sees 85 Percent Drop in Uninsured Admissions in Michigan,” Crain’s Detroit Business, August 18, 2014, accessed April
M
20, 2015, http://www.crainsdetroit.com/article/20140818/NEWS/140819836/after-medicaid-expansion-tenet-sees-85-percent-drop-in-uninsured.

22

 ew Hampshire Hospital Association, Six Month Report: “New Hampshire Health Protection Program Is Working as Planned: Early Data Shows Reduction in Inpatient
N
Admissions, Emergency Visits, and Outpatient Hospital Services Among Uninsured Granite Staters” (Concord: New Hampshire Hospital Association, 2015), accessed April 13,
2015, http://www.nhha.org/images/whatsnew/NHHA_NHHPP%20White%20Paper_March%202015.pdf.

4
4 | The Impact of Medicaid Expansion on Uncompensated Care Costs: Early Results and Policy Implications for States

State Health Reform Assistance Network
23

 opp T, “Christie’s 2016 New Jersey Budget Benefits from Obamacare,” Bloomberg, March 10, 2015, accessed April 13, 2015,
D
http://www.bloomberg.com/politics/articles/2015-03-10/christie-s-2016-new-jersey-budget-to-benefit-from-obamacare.

24

 ribble SJ, “Cleveland Clinic Reports 40% Drop in Charity Care After Medicaid Expansion,” Kaiser Health News, April 2, 2015, accessed April 13, 2015,
T
http://kaiserhealthnews.org/news/cleveland-clinic-reports-40-drop-in-charity-care-after-medicaid-expansion/.

25

 utherly B, “As Charity Care Lessens, Hospitals See Other Needs,” Columbus Dispatch, April 19, 2015, accessed April 25, 2015,
S
http://www.dispatch.com/content/stories/local/2015/04/19/as-charity-care-lessens-hospitals-see-other-needs.html.

26

 achrach D, Boozang P, Glanz D, “States Expanding Medicaid See Significant Budget Savings and Revenue Gains” (Princeton: Robert Wood Johnson Foundation,
B
2015), accessed April 25, 2015, http://statenetwork.org/wp-content/uploads/2015/04/State-Network-Manatt-States-Expanding-Medicaid-See-Significant-BudgetSavings-and-Revenue-Gains-April-20152.pdf.

27

 raves S, “Medi-Cal and the Governor’s Proposed 2015-16 Budget: Health Care Reform Boosts Enrollment and Federal Funding,” California Budget Bites (blog), January
G
23, 2015, accessed May 20, 2015, http://calbudgetcenter.org/blog/medi-cal-and-the-governors-proposed-2015-16-budget-health-care-reform-boosts-enrollment-andfederal-funding/; Graves S, “Medi-Cal and the Governor’s Proposed 2015-16 Budget: The State’s Net Cost for Californians Who Enroll in Medi-Cal Due to Health Care
Reform = $0,” California Budget Bites (blog), February 6, 2015, accessed May 20, 2015, http://calbudgetcenter.org/blog/medi-cal-and-the-governors-proposed-2015-16budget-the-states-net-cost-for-californians-who-enroll-in-medi-cal-due-to-health-care-reform-0/.

28

 eloitte, “Commonwealth of Kentucky: Medicaid Expansion Report” (Deloitte Development LLC, 2015), accessed April 13, 2015,
D
http://governor.ky.gov/healthierky/Documents/medicaid/Kentucky_Medicaid_Expansion_One-Year_Study_FINAL.pdf.

29

 tate of New Jersey, “The Governor’s FY 2016 Budget: Budget Summary” (Trenton: State of New Jersey, 2015), accessed April 13, 2015,
S
http://www.state.nj.us/treasury/omb/publications/16bib/BIB.pdf.

30

 ole E, et al., “Identifying Hospitals That May Be at Most Financial Risk from Medicaid Disproportionate-Share Hospital Payment Cuts,” Health Affairs 33, no. 11
C
(November 2014): 2025-33, accessed April 13, 2015, http://content.healthaffairs.org/content/33/11/2025.full.

31

Medicare Access and CHIP Reauthorization Act of 2015, H.R. 2, 114th Cong., 1st sess. (April 16, 2015): H1.

32

 tate of New Jersey, “The Governor’s FY 2016 Budget: Budget Summary” (Trenton: State of New Jersey, 2015), accessed April 13, 2015,
S
http://www.state.nj.us/treasury/omb/publications/16bib/BIB.pdf.

33

 achino V, “Letter from Vikki Wachino to Justin Senior” April 14, 2015, (Baltimore, Department of Health and Human Services, 2015), accessed April 25, 2015,
W
https://kaiserhealthnews.files.wordpress.com/2015/04/justin-senior_-fl_-041415.pdf.

34

Galewitz, P, “Tennessee, Kansas Also Get Warning: Expand Medicaid or Risk Hospital Funds,” Kaiser Health News, April 21, 2015, accessed April 25, 2015,
http://kaiserhealthnews.org/news/tennessee-and-kansas-also-get-warning-expand-medicaid-or-risk-losing-hospital-funds/.

35

 avigant, “Study of Hospital Funding and Payment Methodologies for Florida Medicaid” (Navigant, 2015), accessed April 30, 2015,
N
http://www.fdhc.state.fl.us/medicaid/Finance/finance/LIP-DSH/LIP/docs/FL_Medicaid_Funding_and_Payment_Study_2015-02-27.pdf.

5
5 | The Impact of Medicaid Expansion on Uncompensated Care Costs: Early Results and Policy Implications for States

