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OUR VIEW: PROTECT ACCESS TO CARE, STOP 
MEDICARE DSH CUTS 

MEDICARE DSH CUTS THREATEN 
VULNERABLE PATIENTS 
Members of America’s Essential 
Hospitals provide high-quality care to 
all patients, including the vulnerable. 
To meet this commitment, they rely 
on patchwork federal, state, and local 
support, including Medicare 
disproportionate share hospital 
(DSH) payments. 
 
Even with this support, more than 
half of essential hospitals operate on 
negative margins—on average 
negative 3.2 percent compared with 
positive 5.7 percent for all hospitals 
nationwide. 
 
THE STATE OF MEDICARE DSH CUTS  
The Affordable Care Act (ACA) cut 
Medicare DSH by $22 billion from 

fiscal years (FYs) 2014 to 2019. As a 
result, many essential hospitals 
serving low-income Medicare 
beneficiaries have seen significant 
Medicare DSH cuts. 
 
The ACA assumed hospitals would 
face less uncompensated care as more 
people gained coverage through 
Medicaid expansion and the health 
insurance marketplaces. But fewer 
people than originally projected have 
gained coverage—to date, only a little 
more than half of states have 
expanded their Medicaid program to 
cover more individuals. 
 
America’s Essential Hospitals 
estimated in a 2012 report that by 
2019, hospitals will see $53 billion 
more uncompensated care than 

expected when Congress passed the 
ACA in 2010. 
 
The ACA also changed how Medicare 
DSH is distributed. While the new 
payment formula tries to direct most 
Medicare DSH funding to hospitals 
with high volumes of Medicaid and 
low-income Medicare patients, it 
relies on insufficient data to do this. 
More than two years after Medicare 
DSH cuts began, it is still unclear 
what their long-term impact will be. 
 
PROTECT MEDICARE DSH 
Congress should freeze Medicare DSH 
cuts. During this time, Congress and 
the administration should work to 
find data to better understand the 
impact of Medicare DSH cuts. This 
information will allow Congress to 
make the necessary policy changes to 
ensure the Medicare DSH program is 
carried out as intended.  
 
America’s Essential Hospitals is 
committed to working with Congress 
on a solution to protect essential 
hospitals and their patients from 
damaging Medicare DSH reductions. 
 
Continued cuts to essential 
hospitals funding, including 
Medicare DSH, threaten access to 
care. We urge Congress to freeze 
cuts to Medicare DSH. Vulnerable 
patients and underserved 
communities—and the essential 
hospitals on which they rely—
cannot sustain the combined impact 
of additional reductions and 
continued uncompensated care. 
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