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ANALYSIS OF MEDICAID DSH PROVISIONS IN 
GRAHAM-CASSIDY-HELLER-JOHNSON PLAN 

BACKGROUND 
Unless Congress intervenes, deep cuts to state Medicaid 
disproportionate share hospital (DSH) allotments will 
begin this year and continue through fiscal year (FY) 2025. 
Specifically, current law will reduce each annual baseline 
DSH allotment of roughly $12 billion by these amounts:  
 
 FY 2018: $2 billion 
 FY 2019: $3 billion 
 FY 2020: $4 billion 
 FY 2021: $5 billion 
 FY 2022: $6 billion 
 FY 2023: $7 billion 
 FY 2024: $8 billion 
 FY 2025: $8 billion 
 
The American Health Care Act (AHCA), which the House 
of Representatives passed in May, would have eliminated 
these scheduled Medicaid DSH cuts immediately for states 
that did not expand Medicaid under the Affordable Care 
Act (ACA) and would have eliminated the cuts beginning in 
FY 2020 for expansion states. 
 
The Senate’s Better Care Reconciliation Act (BCRA) would 
have eliminated all Medicaid DSH cuts for non-expansion 
states and retained all cuts for expansion states. The BCRA 
also would have provided a temporary DSH allotment 
increase for certain non-expansion states above their 
current baseline. 
 
GRAHAM-CASSIDY PROPOSAL ANALYSIS 
The proposal from Sens. Lindsey Graham (R-SC), Bill 
Cassidy (R-LA), Dean Heller (R-NV), and Ron Johnson (R-
WI), (“Graham-Cassidy”) effectively ends the ACA’s 
coverage expansion. Federal funds now used for ACA 
coverage—Medicaid expansion funding and subsidies to 
help individuals buy coverage in the health insurance 
marketplace—would be converted to annual block grants to 
states. States then could use that money in a variety of 
ways. 
 

The proposal includes a complicated formula for annually 
calculating state block grants. While some states would see 
increased federal funding compared with current law, 
others would see substantial decreases. Some states would 
experience “grant shortfalls,” which would not be based on 
shortfalls compared with current law funding or a measure 
of need. Rather, the proposal defines grant shortfalls as the 
difference between the allotment a state receives in a given 
year below what the state received in calendar year 2020, 
increased annually by the medical care component of the 
consumer price index for all urban consumers (M-CPI-U). 
 
Unlike the AHCA and BCRA, the Graham-Cassidy 
proposal provides no systemic relief from DSH cuts for 
states. Instead, Section 129 of the proposal allows for 
partial relief to some states. Specifically: 
 
 From FYs 2021 to 2025, states experiencing a grant 

shortfall could see their annual DSH allotment reinstated 
up to the block grant shortfall amount that year; and 

 
 Any state with a grant shortfall in 2026 would be eligible 

for a “one time increase in the State’s DSH allotment” 
equal to the lesser of the grant shortfall amount or the 
total amount of the state’s DSH reduction in FYs 2018 to 
2020. 

 
So, Graham-Cassidy provides only marginal relief from 
scheduled Medicaid DSH cuts: 
 
 From FYs 2018 to 2020, DSH cuts across all states will 

start; 
 

 Beginning in FY 2021, DSH cut relief would be available 
only to certain states that experience a grant shortfall. 
States not experiencing a grant shortfall would sustain 
their full, current-law DSH reduction; 

 
 DSH provisions in the bill do not counterbalance the 

higher uncompensated care costs that would result from 
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per-capita caps or block grants for the “base Medicaid 
program”; 

 
 Unlike the AHCA and BCRA, which sought to offset 

projected increases in uncompensated care by restoring 
Medicaid DSH allotments, Graham-Cassidy provides 
DSH relief as a mechanism to offset inequities in the bill’s 
grant formula; and 

 

 States would not be eligible to receive DSH funds beyond 
the amount they would receive under their current 
allotment. This limited relief is insufficient to make up 
for the total grant shortfall expected in many states. 

 
This chart compares the maximum DSH relief in 2026 to 
the projected grant shortfalls and aggregate cuts in the bill 
(grant shortfalls plus impact of Medicaid per-capita caps) 
in seven representative states:

 
 

STATE PROJECTED GRANT 
SHORTFALL, 2026* 

PROJECTED TOTAL CUT (GRANT 
SHORTFALL PLUS IMPACT OF 
MEDICAID PER-CAPITA CAP), 2026* 

MAXIMUM DSH RELIEF, 2026**  REMAINING SHORTFALL 
(NON-OFFSET 
UNCOMPENSATED CARE)  

Alaska ($255 million) ($255 million) $3.1 million ($251.9 million) 

Arizona ($497 million) ($1.6 billion) $46.4 million ($1.55 billion) 

Colorado ($283 million) ($823 million) $100.3 million ($722.7 million) 

Louisiana ($2.57 billion) ($3.22 billion) $500.6 million ($2.72 billion) 

Nevada ($329 million) ($639 million) $19.6 million ($619.4 million) 

Ohio ($743 million) ($2.51 billion) $399.4 million ($2.11 billion) 

West Virginia ($204 million) ($554 million) $67.2 million ($486.8 million) 

 
* Projection by the Center on Budget and Policy Priorities  
** Projection by America’s Essential Hospitals. Per the legislation, the maximum relief in 2026 is the aggregate DSH cut to states made in 
FYs 2018–2020. 


