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Executive Summary

In this paper, we estimate the costs of uncompensated care in New York during 2005, along
with the governmental revenues meant to offset those costs. We use two very different
approaches to estimate the amount of uncompensated care provided to uninsured people.
The first uses cost reports from hospitals and diagnostic and treatment centers in New York,
budget figures for the U.S. Department of Veterans Affairs and the Indian Health Service, and
physician survey data to provide an estimate of the amount of uncompensated care reported
by providers. In the second, we use household survey data to provide an alternative estimate
based on the amount of uncompensated care reported by the uninsured themselves. Then, the
third section of this paper estimates how much additional medical care the uninsured would
use if they were fully insured. This is not the same as the cost of a new health plan to cover the
uninsured, but rather the additional resources that would be expended on their medical care if
they had coverage. The final section examines governmental sources of payments for uncompensated care.
The main results are as follows:
• Using cost reports and physician survey data, we estimate that $2.8 billion of uncompensated care is provided to the uninsured. Of this, $1.8 billion is provided by hospitals, and another $412 million is provided by physicians; the remainder is provided by
health centers, Veterans Affairs facilities, and the Indian Health Service.
• Using data from the Medical Expenditure Panel household survey, we estimate that
$2.7 billion in uncompensated care costs is provided to those who are uninsured for
the full year or for the part of the year. Of this, 75 percent is provided to the full-year
uninsured and the remainder to the part-year uninsured.
• Either of these sources could understate the amount of uncompensated care provided
to the uninsured. The $2.8 billion based on cost reports and physician surveys does
not include some uncompensated care provided in hospitals (e.g., skilled nursing
care), as well as free or discounted care provided by pharmacists, pharmaceutical
manufacturers, podiatrists, optometrists, chiropractors, and other providers. Data
from the Medical Expenditure Panel Survey is known to understate actual expenditures, and we have made an adjustment to align the survey data with the National
Health Accounts, but this adjustment could still understate actual expenditures. We
do not anticipate that either source of undercounting would be large, but acknowledge that the actual level of uncompensated care could be in the neighborhood of
$3.0 billion. The provider reports on uncompensated care do not allow us to separate
costs of the uninsured versus those for people with coverage who do not pay their cost
sharing, for example. Accordingly, the provider-based estimate may overstate uninsured costs. Despite their imperfections, the two different approaches to estimating
costs yield similar results, which raises confidence in their accuracy.
1

Caring for the Uninsured in New York: What Does it Cost, Who Pays, and What Would Full Coverage Add to Health Care Spending?

• We estimate that as of 2005, about $3.5 billion of government funding is transferred
to providers of uninsured care because of their safety net role, as opposed to other
reasons for public subsidy. Payments go mainly to hospitals, but also to clinics. Of this
total, $622 million is provided by state sources, $641 million by local sources, and over
$2.2 billion by the federal government. State and local funding comes through state
bad debt and charity care pools, several Medicaid disproportionate share hospital
(DSH) and upper payment limit (UPL) programs (with local share for local public
hospitals), state public health grants, and direct local support for public hospitals.
Federal support comes as Medicaid matching funds, as well as fully federal contributions from Medicare’s DSH and indirect medical education payments (IME), direct
provision of care by the Veterans Affairs Department and the Indian Health Services,
and through grants such as the Ryan White program and the Maternal and Child
Health block grant.
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• This estimate of $3.5 billion does not count all funds that are directed to safety net
hospitals and clinics. We attribute half of the DSH and UPL payments just noted to
Medicaid payment shortfalls, for example. Other programs that subsidize hospitals
are omitted where they are not clearly tied to provision of uncompensated care or
safety net status.
• Our estimates of funding attributable to the uninsured could overstate (or understate) the amount actually supporting the uninsured. Factors that might change the
amount of estimated subsidy include the following:
— We have omitted or included programs based on their perceived relationship to
uninsured/uncompensated care, and making different judgments would alter our
estimates.
— The share of payments under various programs that we attribute to support for
the uninsured may be smaller or larger than estimated, relative to the share serving
other purposes.
— The dollars observed going to providers may be offset by changes in other
unobserved funding flows among institutions and governments (which our
analysis does not attempt to capture).
• Some additional funds available to cover uninsured care may come from some
hospitals’ financial surpluses (or positive margins), from private payers, and from
philanthropy. However, those hospitals that may have the ability to charge private
payers higher prices in response to bad debt and charity care services or Medicaid
shortfalls typically do not have many uninsured patients and, conversely, those with
large numbers of uninsured people have relatively small private-pay revenues. Interviewees also said that since deregulation of hospital rates, private payers have not paid
charges very much above cost, as they have in many other states. Moreover, the large
amount of money that can be identified as coming through government suggests that
the amount coming through private sources is relatively small, other than physician
charity through free or reduced-fee care.
• Our estimates of the cost of the additional care that would be provided to the uninsured if they were insured for the full year is $4.1 billion—$3.0 billion for full-year
uninsured patients and $1.1 billion for the part-year uninsured. This is in addition to
the $7.2 billion already spent by or on behalf of the uninsured, including $2.7–$2.8
billion in uncompensated care. These estimated incremental costs mainly reflect

the additional amounts of care and higher provider payment rates characteristic of
insured people relative to the uninsured. The $4.1 billion amounts to 3.0 percent of
personal health care spending in New York, or 6.2 percent of acute care spending on
the nonelderly. These estimates are not the full costs of a new plan to cover all or most
of the uninsured. Such a plan would also have additional costs from displacing some
private coverage and reducing out-of-pocket spending by individuals and families.
• The estimated revenues attributable to uninsured/uncompensated care exceed the
costs of such care under either estimate of costs by more than half a billion dollars.
This difference is partly created by our estimating that certain revenue streams are
half attributable to uncompensated care, half to Medicaid payment shortfalls. To
keep this finding in perspective, we note that from a provider’s view, the estimated
“surplus” on uninsured/uncompensated care is more than offset by the very large
Medicaid shortfall in hospital payment alone. The two hospital shortfalls combined
exceed hospital revenues by over half a billion dollars.
• The costs of uninsurance are a social burden that would be alleviated, but not ended,
by universal coverage. Some support for uncompensated care will continue to be
needed even under universal coverage. Nor will covering the currently uninsured
fix the Medicaid shortfall, whether it is mainly due to high costs or low payments.
Moreover, only a share of current support for uninsured/uncompensated care could
be reallocated to help pay for new insurance. The shift would cause major reallocations of funds across provider and health plan constituencies and would have major
political repercussions. Moreover, most revenues now come on a voluntary basis from
local government, along with the federal match these contributions attract. Shifting
funds from supporting local medical infrastructure to supporting statewide coverage
expansion could substantially reduce willingness to contribute.

3

Introduction

New York had about 2.5 million uninsured nonelderly residents in 2005, according to the most
recently available estimates from the Current Population Survey (CPS). Of these, 2.1 million
were adults and 415,000 were children. Of the uninsured, 1.6 million had incomes below 200
percent of the federal poverty level (FPL), another 620,000 between 200 and 400 percent of the
FPL, and the remaining 300,000 above 400 percent of the FPL. Of the 2.5 million uninsured,
some 1.6 million were in New York City, with the remainder in the rest of the state.
Some of the costs of providing care to New York’s uninsured are borne by the uninsured
themselves. But a large share is uncompensated care (i.e., care that is paid for by others). The
purpose of this paper is to identify the total amount of uncompensated care and to identify
the amount and sources of government spending on the uninsured. Our observation year is
calendar year 2005.
In the first two sections of this paper, we estimate the amount of care that the uninsured
receive that is not paid for by the uninsured themselves, (i.e., the amount of care that providers
render to the uninsured that is paid for through some other source, either philanthropy, higher
charges to private paying patients, Medicaid and Medicare disproportionate share payments,
or direct state and local appropriations). We first estimate the amount of care that providers
report as uncompensated care (bad debt and charity). Second, we estimate the amount that
the uninsured themselves report receiving that is not paid for out of pocket or through insurance (for those with part-year coverage). Third, we estimate the incremental resource costs of
extending coverage to the entire New York population, that is, the additional medical spending
that would be incurred by those who now lack coverage if they had coverage. This amount is
substantially less than the cost of a new plan to provide coverage to the uninsured because it
does not account for any financial assistance to any individuals who now have coverage. In the
next section, we provide estimates of government payments for uninsured/uncompensated
care, (i.e., we identify the various government sources that help finance providers’ costs for
bad debt and charity care). We then compare these costs and revenues. Finally, we consider the
implications and limitations of our analyses.
In the first approach to cost estimation, we draw on data reported by health care providers,
including public programs. Data on hospitals and health centers come from cost reports
submitted by these providers to the New York Department of Health. We also make estimates
of the amount of free care provided by the Department of Veterans Affairs and the Indian
Health Service, relying on budget documents and estimates of the share of services provided
to the uninsured. Finally, we develop estimates based on surveys of free care provided by
private physicians. The second approach uses household survey data on health care expenditures and thus estimates the costs of uninsurance based on information provided directly by
the uninsured.
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The use of two approaches allows one to be a check on the other. Each approach to estimating
the amount of uncompensated care can under- or overstate the amount of care actually
provided. Providers may not accurately record the specific cost being incurred on behalf of
individual patients, and thus attempting to link costs to the uninsured can be problematic. In
the case of budget data, it can be difficult to know what share of spending goes to acute care
services, and of that amount, what share is actually used to support care to the uninsured.
Data from provider cost reports and budgets can understate spending on the uninsured
because not all providers that provide free or discounted care are included, such as pharmacists, pharmaceutical manufacturers, podiatrists, optometrists, and others. Household surveys
may understate the amount of care received, because of recall problems and because assigning
a cost to the reported care can be difficult. Similar issues arise in estimating what share of
public revenues paid to providers of uncompensated care are properly seen as relating to
their safety net role. We make different assumptions according to the rationales and payment
formulas of various programs. In general, we have sought to estimate conservatively.

6

I.

I. Uncompensated Care Costs Based on Provider Data

Hospitals
To estimate the cost of care provided to the uninsured in New York by hospitals, we rely on data
provided by hospitals to the New York State Department of Health. This data provides for each
hospital the charges attributable to free care and bad debt services; generally, free care consists
of services for which the hospitals do not expect to receive payment, and bad debt occurs when
the hospital expects but does not receive payments. It is difficult to separate free care from bad
debt,1 and we do not attempt to do so, treating both as uncompensated care. Nor do we have a
basis for allocating part of bad debt and charity care to the uninsured and part to the insured,
so we attribute all the costs of provider-reported uncompensated care to uninsurance.
The charges for bad debt and charity care services are multiplied by an overall cost-to-charge
ratio for each hospital to generate an estimated cost. The results show that the hospitals
provided $1.6 billion in charity care for both fiscal years 2002 and 2003. This estimate excludes
amounts for adult day care, medical social service, referred ambulatory care, skilled nursing
care, physician private office care, and Medicare bad debt. These amounts would add about an
additional $143 million (in 2005 dollars).
About one-third of the bad debt and charity care was for inpatient care; the remainder was
for outpatient. About two-thirds of the bad debt and charity care was provided by nonprofit
hospitals in the state, another one-quarter by Health and Hospitals Corporation hospitals in
New York City, and another 5 percent by other public hospitals in the state. About 72 percent
of the bad debt and charity care cost was provided in New York City; the remainder was
provided in the rest of the state.
We provide estimates in this report for 2005,
which required us to make an inflation
adjustment to the provider data. We used the
growth rate in national health expenditures
per capita to adjust healthcare costs to 2005.2
This inflation adjustment could have understated cost growth since 2003, if there had
been an increase in the number of uninsured
from 2003 to 2005. The number of uninsured
people in New York, however, declined by
about 100,000 during this time. After making
this adjustment for inflation, we estimate
uncompensated care cost provided by hospitals in 2005 to be $1,778.4 million (table 1).

Table 1. Bad Debt and Charity Care,
New York Hospitals (2005 $, millions)
Public

141.4

Proprietary

12.4

Nonproﬁt

1,187.5

Health and hospital corporation

433.9

Critical access

3.2

New York City

1,283.2

Rest of New York State

495.2
T OTAL

1,778.4

Source: Centers for Medicare and Medicaid Services,
Ofﬁce of the Actuary, National Health Expenditures Data
(http://www.cms.hhs.gov/statistics/nhe).
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Comprehensive Care Centers

8

New York has a large number of primary care centers, called diagnostic and treatment centers,
that provide comprehensive services to low-income residents. The ambulatory health center
facility cost reports (AHCF-1) contain data on visits by all self-pay and free care patients. The
Medicaid program is expected to pay the full costs of care at these centers. Thus, bad debt and
charity care costs can be calculated by multiplying the total self-pay and free care visits by the
Medicaid payment rate to develop an estimate of bad debt and charity care costs. Because
some revenue is obtained from self-pay patients, we subtract these revenues from bad debt and
charity care cost to estimate the net bad debt and charity care losses incurred by these health
centers. In 2001, bad debt and charity
care costs were $188.1 million and
Table 2. Bad Debt and Charity Care, Health Centers
revenues from self-pay patients were
(2005 $, millions)
$44.8 million. The net loss was $143.3
Diagnostic and treatment centers
186.8
million. After adjusting for inflation
Specialty service centers
125.6
to derive a 2005 estimate, we project
bad debt and charity care costs by
T O TAL
312.4
diagnostic and treatment centers to
be $186.8 million (table 2).
Source: Ambulatory Health Center Facility cost reports (AHCF-1)

Specialty Service Centers
New York has a large number of other diagnostic and treatment centers that focus on specific
services. These include dental, vision, speech and hearing, family planning, dialysis, and rehabilitation services. These centers also provide uncompensated care to uninsured populations.
Data from the AHCF cost reports show that these centers provided $117.0 million in bad
debt and charity care in 2001 and $104.4 million in 2002. Using the 2002 estimated figure and
increasing it by our health care inflation adjustment, we estimate the care provided by these
centers to be $125.6 million. The total bad debt and charity care provided by all diagnostic and
treatment centers (table 2) is $312.4 million.

U.S. Department of Veterans Affairs
An important federal provider of charity care is the Department of Veterans Affairs (VA).
Using data from U.S. budget documents and data from the CPS, we made estimates of the
amount of care provided by the VA to the uninsured in New York. The total spending by the
VA for medical care was $1,727.5 million. VA data indicate that 80 percent was for direct medical care, or $1,382.0 million. From the CPS, we estimate the percentage of people with coverage
from the VA who had no other source of coverage for the year, (i.e., the percentage of VA users
in New York who were uninsured) to be 20.5 percent. Applying this percentage to the amount
of direct medical care yields $283.3 million. Adjusting for inflation, we generate an estimate of
the total VA spending on direct medical care for the uninsured to be $303.4 million.

U.S. Indian Health Service
Finally, we obtain data on Indian Health Service (IHS) appropriations that seem to support
medical care for the uninsured in New York. Insurance and third party collections are estimated to pay for approximately 25 percent of IHS medical expenditures (based on the federal
FY 2004 IHS budget);3 the remaining medical expenditures are funded by IHS appropriations.

There were three IHS operating units in the state in 2005. Indian Health Service appropriations to these operating units amounted to $18.4 million. We excluded $4.5 million because it
was directed to services such as public health, health education, and prevention services, and
to some mental health and substance abuse services. The amount remaining for direct medical
services is $13.9 million. Adjusting to 2005 using IHS inflation factors for 2001 to 2004 and the
additional inflation adjuster used above for 2005, IHS spending on the uninsured amounted
to $17.1 million in 2005.

Physicians
Finally, we developed an estimate (in 2005 dollars) of the amount of charity care provided by
office-based physicians within five major specialty groups in New York. The primary source
of information is unpublished data from the Community Tracking Study Physician Survey
fielded by the Center for Studying Health System Change. The survey was conducted by telephone in 2004. The data used in this calculation are derived from the 290 office-based physicians interviewed in New York.
Table 3. Value of Charity Care Provided by Ofﬁce-Based Physicians in New York, by Specialty
Specialty
Steps in estimating charity care

GIM

1 Hours per month of charity care
2 Months worked per year
3 Annual hours of charity care (row 1 x row 2)
4 Annual hours worked
5 Percent of annual effort devoted to charity care
(row 3 / row 4)

PEDS

MED SP

SRG SP

6.65

3.11

4.92

8.47

5.36

10.95

11.03

11.01

10.87

11.08

72.1

34.3

54.2

92.1

59.4

2,555

2,600

2,145

2,382

2,605

2.82%

6 Net income per physician in 2003

FP/GP

1.32%

2.52%

3.86%

2.28%

$153,933

$133,619

$137,839

$215,429

$238,108

1.85

1.85

1.82

2.21

1.95

$284,776

$247,195

$250,867

$470,098

$464,311

$8,031

$3,263

$6,322

$18,146

$10,586

10 Assumption that uninsured pay 35.2% of
charges out of pocket

$5,204

$2,114

$4,097

$11,759

$6,860

11 Inﬂation to 2005 $s by the change in the CPI
(1.061)

$5,521

$2,243

$4,347

$12,476

$7,278

9,775

2,804

4,345

21,040

9,652

$54.0

$6.3

$18.9

$262.5

$70.2

7 Adjustment factor for converting net income
to gross billings
8 Gross billings (row 6 x row 7)
9 Gross amount of charity care provided per
physician (row 5 x row 8)

12 Number of patient care, ofﬁce-based
physicians in New York in 2004
1 3 TOTA L , A L L S P E CIA LT IE S ( 2 0 0 5 $ , M IL L IONS)
( RO W 1 1 X R OW 12)

$411.9

Sources: Unpublished data from the Community Tracking Study Physician Survey (2004, rows 1, 2, 4, and 6); Weiss (2003, row 7); Hadley and Holahan
(2004, table 3, row 10); Area Resource File (row 12)
CPI = consumer price index
FP/GP = family practice/general practice
GIM = general internal medicine
PEDS = pediatrics
MED SP = medical specialists
SRG SP = surgical specialists
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The survey excluded physicians in specialties that typically do not have direct contact with
patients (anesthesiology, radiology, and pathology), physicians who reported spending fewer
than 20 hours per week in direct patient care, and physicians in residency training. Responses
from physicians who work in institutions (e.g., hospitals, medical schools, clinics) are excluded
from the calculations because the charity care they provide will be captured in the estimates of
charity care provided by the institutions.
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The survey collected information on the number of hours of charity care (defined as care
provided to people who paid no or reduced fees, excluding discounts from insurance plans)
provided in the previous month, the number of hours worked per week and weeks worked per
year, and net income from medical practice in the prior year.

10

The office-based specialties covered by this analysis reported an average of 6.46 hours of
charity care in the previous month. This represents an average of 2.87 percent of their
annual hours devoted to charity care. To test the sensitivity of this estimate to the relatively small sample of CTS survey respondents in New York, a similar calculation was made
using responses from 622 physicians in the mid-Atlantic census division. The larger sample
produced nearly identical estimates of 6.21 hours of charity care in the previous month and
2.74 percent of annual hours spent providing charity care.
We used information obtained from Medical Economics (Weiss 2003) on practice expenses as a
share of gross income by specialty, to inflate physicians’ reported net income to an estimate of
their gross billings. Since the question about charity care includes care to reduced-fee patients,
who pay some of the cost of the care, we also adjusted the estimate to account for payments
made by uninsured people. This estimate comes from Hadley and Holahan (2004).
Summing across the totals for each specialty group, we estimate that office-based patient care
physicians in New York provided $411.9 million in charity care in 2005. Medical specialists,
who are 44 percent of the state’s physicians, delivered the largest amount of charity care per
physician, $12,476, and almost 64 percent of the total. Pediatricians provided the smallest
amount of charity care, both per physician and in the aggregate, presumably because of the
relatively high coverage of lower-income children through New York’s SCHIP program.

Summary Results for Uninsured Costs
The overall results are summarized in table 4. The total amount of uncompensated care provided by hospitals in 2005 was $1.8 billion; the amount provided by diagnostic and treatment
centers and single-service care centers was $312.4 million. The value of services provided by
the VA and the Indian Health Service was an
Table 4. Uncompensated Care, All Sources
additional $320.5 million. The amount of
(2005 $, millions)
uncompensated care provided by physicians
was $411.9 million. The total amounts to $2.8
Hospitals
1,778.4
billion. These estimates do not include small
Health centers
312.4
amounts for the hospital services we excluded,
Veterans Affairs
303.4
or services or discounts provided by pharmacists (or pharmaceutical manufacturers) and
Indian Health Service
17.1
potentially some other providers (e.g., podiaPhysicians
411.9
trists, chiropractors, and optometrists not conT OTAL
2,823.2
nected to the health centers included above).
Source: Prior tables.

II.

II. Uncompensated Care Costs Based on Household
Survey Data

This section uses household survey data to estimate how much medical care the uninsured in
New York currently receive and to describe the sources of payment for this care. We construct
New York–specific estimates of medical care spending by the uninsured using data from
the Medical Expenditure Panel Survey (MEPS) in conjunction with the Current Population
Survey (CPS). The MEPS is a nationally representative survey of individuals and households
conducted by the Agency for Healthcare Research and Quality. The MEPS is the most detailed
source of health care spending information available for national and regional estimates. The
CPS is the most widely used data source for determining the size and characteristics of individual states’ uninsured populations. Building on prior methods of reweighting MEPS data to
estimate state-level spending (Hadley and Cravens 2005; Holahan, Bovbjerg, and Hadley 2004;
Zuckerman et al. forthcoming), we adjust the person-weights of MEPS respondents from the
Northeast census region to reflect the characteristics and likely spending behavior of CPS
respondents in New York.

We use the reweighted MEPS data to estimate current medical spending, in total and by source
of payment, for the full-year and part-year uninsured in New York. We also use the reweighted
MEPS data for the uninsured and the lower-income insured to estimate statistical models of
medical spending (as a function of insurance status, sociodemographic characteristics, and
health characteristics), in order to simulate what the uninsured’s medical spending would be
if they had full-year insurance coverage. Because expenditure information in the MEPS does
not fully account for uncompensated care, our analyses include an estimate of the value of
care that is delivered by private providers but not paid for at rates comparable to those paid by
privately insured people.

Data Sources
The 2001, 2002, and 2003 MEPS Household Component (HC) surveys are the source of the
spending data used in these analyses. The MEPS-HC is a nationally representative survey of
the U.S. civilian noninstitutionalized population, providing detailed information on health
care use and expenditures, insurance coverage, sources of payment, health status, health conditions, access to care, income, employment, and other demographic characteristics. Respondents’ information about insurance coverage and medical spending is supplemented and
validated with information from medical providers, pharmacies, and insurance providers.
The analysis sample consists of the noninstitutionalized civilian population under age 65 who
live in the Northeast census region, excluding people under 65 with full-year coverage from
Medicare. Nonelderly Medicare beneficiaries are disabled or have end-stage renal disease, and,
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therefore, their medical care spending is unlikely to be typical of the uninsured. Newborns,
people who die during the year, and those who are institutionalized for part of the year are
included for the portion of the year that they satisfied the MEPS criteria for inclusion. The
final MEPS sample includes 14,171 observations.4

Caring for the Uninsured in New York: What Does it Cost, Who Pays, and What Would Full Coverage Add to Health Care Spending?

Several uniform adjustments are made to the MEPS data. First, medical care expenditures and
charges are inflated to 2005 dollar values using data on per capita growth in health expenditures.5 Second, because the method of measuring expenditures in MEPS produces estimates
of national health expenditures that are significantly and systematically lower than those
reported in the National Health Accounts compiled by the Centers for Medicare & Medicaid
Services (CMS), we apply an additional upward adjustment of 1.25 to all spending and charge
values (Hadley and Holahan 2003; Selden et al. 2001). Finally, MEPS reports expenditures
(spending) on prescription drugs, but not charges for prescription drugs. Therefore, we adjust
the MEPS data on total charges, which does not include charges for prescription drugs, by
adding in the MEPS amount for prescription drug expenditures.
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The CPS data are from the 2003 and 2004 March Supplement surveys. (Years correspond to
the year of insurance status and not the year of interview.) Conducted by the Bureau of the
Census, the CPS collects information from over 50,000 households to provide estimates for
the U.S. civilian noninstitutionalized population. Our CPS sample is also restricted to individuals under 65 who live in the Northeast, and excludes nonelderly people whose only full-year
coverage is Medicare.6 The final CPS sample includes 77,467 cases.

Reweighting the MEPS to Represent New York’s Population
The MEPS public use data identify only the four Census regions and, consequently, cannot
be used to estimate medical spending in New York directly. Therefore, we employ a two-stage
reweighting procedure that uses data from the CPS to adjust the MEPS person-weights so
that the sociodemographic characteristics, as well as insurance coverage of MEPS respondents
from the Northeast region, mimic the characteristics (and the health spending behavior) of
people living in New York.
Table 5 shows the effects of the reweighting, illustrating that the reweighted MEPS sample’s
characteristics are very similar to the New York population’s characteristics from the CPS
sample. Table 5 displays the means of selected sociodemographic characteristics of the MEPS
Northeast sample before and after it is reweighted to represent the New York population, and
the corresponding characteristics of the actual CPS New York population. Before reweighting,
the MEPS Northeast sample has higher proportions of people who are white, non-Hispanic,
married and living with their spouse, above 400 percent of the poverty level, employed, and
privately insured, compared to people in the CPS New York sample. After reweighting, the
initial differences in the MEPS and CPS samples’ characteristics are reduced considerably,
even for the characteristics (marital status, education, family income, labor force status, and
health) that were not included directly in the cell-based reweighting.
In spite of the comparability of the personal characteristics of the two samples, it is important to state a potential limitation of using the reweighted MEPS data to estimate medical
spending by the uninsured in New York. The reweighted MEPS may not fully capture differences in health spending that arise from differences between New York and other states in the
Northeast in state policies and institutional settings, rather than arising from differences in
state populations’ personal characteristics.

Table 5. Distributions of Selected Characteristics before and after Reweighting the
MEPS Northeast to Represent the CPS New York Sample, All Nonelderly Adults and
Children (percent)
MEPS (Northeast)a
Before
reweighting

Diff. from
CPS NY

CPSb

After
reweighting

Diff. from
CPS NY

New York

Gender, race/ethnicity
Female

50.6

-0.2

50.7

-0.1

50.8

9.9

-3.4

13.4

0.0

13.4

White non-Hispanic

71.9

11.1

60.8

0.0

60.8

African American

White Hispanic

12.8

-5.8

18.6

0.0

18.6

Other race

5.5

-1.8

7.2

0.0

7.2

Metro area

90.0

-1.1

92.0

0.9

91.1

1.5

-1.1

2.6

0.1

2.5

Marital statusc
Married, not living w/ spouse
Married, living w/ spouse

53.7

3.4

48.8

-1.5

50.3

Widowed, divorced, separated

14.7

1.1

15.1

1.5

13.6

Never married

30.1

-3.4

33.5

0.0

33.6

No HS diploma

10.3

-2.1

12.4

0.0

12.4

HS diploma or assoc. deg.

58.9

1.6

58.2

0.8

57.4

College degree

19.5

1.0

17.3

-1.2

18.5

Graduate degree

11.1

-0.6

12.0

0.2

11.7

< 100% FPL

11.1

-3.8

14.0

-0.8

14.8

100-200% FPL

13.9

-1.8

16.0

0.3

15.7

200-400% FPL

29.3

-0.4

30.4

0.7

29.7

> 400% FPL

45.7

6.0

39.5

-0.2

39.7

76.8

6.5

73.4

3.1

70.3

5.9

1.4

5.6

1.1

4.5

17.2

-7.9

20.9

-4.2

25.1

Educationc

Family income

Labor force statusc
Employed
Unemployed
Not in labor force

Self-reported health
Excellent

37.7

2.5

34.0

-1.2

35.2

Very good

31.9

-2.8

34.0

-0.8

34.8

Good

22.6

0.9

23.3

1.6

21.7

Fair

5.9

-0.3

6.6

0.3

6.3

Poor

1.8

-0.3

2.0

-0.1

2.1

Insurance coverage
Private

75.9

7.3

68.7

0.0

68.6

Public

14.3

-0.2

14.5

0.0

14.6

9.8

-7.0

16.8

0.0

16.8

—

87.0

—

21.0

—

Uninsured

Sum of absolute values

a 2001–2003 Medical Expenditure Panel Surveys (Northeast sample with 13,633 unweighted observations).
b 2003–2004 Current Population Survey (New York sample with 17,483 unweighted observations).
c The estimates describe adults only.

FPL = federal poverty level

13

Caring for the Uninsured in New York: What Does it Cost, Who Pays, and What Would Full Coverage Add to Health Care Spending?

To address this concern, we did several validity checks, and the detailed results are presented
in appendix B. We first looked at differences in health care spending between New York and
the rest of the Northeast. Using GAO data, we found the indices of spending per person were
nearly identical in the New York and Northeast metropolitan statistical areas. Second, we
compared MEPS data on Medicaid spending to information from the Medicaid Management
Information System and found that MEPS overstates adult Medicaid spending by 10 percent
and understates children’s spending by 25 percent. Given that adults made up 84 percent of
the full-year uninsured, the net effect is that the MEPS may overestimate spending by the
uninsured by about 5 percent. Finally, we compared premiums by state in the Northeast using
data from the Medical Expenditure Survey–Insurance Component. In general, the premiums
for New York ranked in the middle range compared to other states in the Northeast. Thus,
we conclude that using MEPS data from the Northeast does not result in an underestimate of
costs in New York related to other northeastern states.
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It could be that our 25 percent upward adjustment to align MEPS estimates with the National
Health Accounts still understates spending in New York, because this adjustment is based
on national data. If New York has more people receiving medical care in institutions than is
typical nationally, or if New Yorkers receive more care that falls outside of the MEPS definition of medical spending (described in the next section), then the 25 percent adjustment may
be too low.

Computing Uncompensated Care and Current Spending
The MEPS defines expenditures as identifiable payments associated with specific medical
events for an individual person.7 Charges associated with bad debt or uncompensated care
are not included as expenditures if there are no explicit payments that can be linked to the
specific patient who received the care. The MEPS imputes a value for uncompensated care
delivered by public hospitals and clinics and includes that value in the MEPS data on total
expenditures. Therefore, we adjust expenditure data for the uninsured in MEPS to include
an estimate of the value of care “donated” by private providers, defining donated care as
the difference between payments actually received from uninsured patients and payments
providers would expect to receive for the same services from privately insured payers. (See
appendix A for details.) After including donated care in the uninsured’s total spending, we
use the reweighted MEPS data to estimate statewide spending for both the full-year and
the part-year uninsured, in total and by source of payment—out of pocket, private insurance, Medicaid, workers’ compensation, VA, other public, other private, and uncompensated
care—separately for children and nonelderly adults (ages 19–64).
Table 6 shows the characteristics and estimated total and out-of-pocket per capita medical
spending for the full-year and part-year uninsured, compared to people who have insurance
coverage (private or Medicaid) for the full year.8 Looking first at the sources of coverage for
people insured for part or all of the year, part-year uninsured adults are covered for 56 percent
of the year and part-year uninsured children for 64 percent of the year. Medicaid accounts for
about one-third of the coverage for part-year uninsured children, and roughly 30 percent of
the coverage for children insured for a full year. Medicaid is responsible for slightly more than
10 percent of full-year insured adults’ coverage.
Among adults, the full-year uninsured are much less likely to have any medical spending at all
and spend much less per person than either the part-year uninsured or the adults with full-

Table 6. Personal Characteristics of Nonelderly Adults and Children in New York, by
Insurance Status

Unweighted N

Full-year uninsured

Part-year uninsured

1,456

1,404

Full-year insureda
10,768

Medical spending
Adults
Percent with any spending

56.1

81.4

89.4

Total spending per capita

$1,279

$2,792

$4,191

OOP spending per capita

$ 556

$ 564

$ 723

Children
Percent with any spending

72.4

83.9

90.0

Total spending per capita

$1,285

$1,281

$1,684

OOP spending per capita

$ 443

$ 235

$ 342

Percent of year insured
Adults
Private insurance

0.0

42.8

89.8

0.0

13.8

10.7

0.0

30.4

74.6

0.0

33.6

28.6

0–18
19–39

16.2
52.0

24.4

33.1

49.1

28.8

40–64

31.9

26.5

38.1

White non-Hispanic

44.0

54.9

65.4

White Hispanic

20.8

16.0

11.3

African American

23.4

21.4

17.2

Asian

11.5

7.4

5.9

0.4

0.2

0.3

HS diploma or assoc. degree

21.5
61.0

17.1
61.1

9.2
57.0

College degree

12.1

14.3

19.2

5.3

7.5

14.5

100–200% FPL

20.4
27.4

24.1
21.9

11.3
12.7

200–400% FPL

29.8

28.6

30.8

More than 400% FPL

22.4

25.5

45.2

Widowed, divorced, or separated

32.8
17.9

34.2
18.4

56.9
13.8

Never married

49.4

47.4

27.0

33.0
31.0
26.3
8.0
1.5

27.0
32.6
30.3
7.9
2.3

35.1
34.9
21.8
6.1
2.1

Medicaid
Children
Private insurance
Medicaid

Age groups (percent)

Race/Ethnicity (percent)

American Indian

Education, adults only (percent)
No high school diploma

Graduate degree

Family income (percent)
Less than 100% FPL

Marital status, adults only (percent)
Married

Health status (percent)
Excellent
Very good
Good
Fair
Poor

Source: Urban Institute analysis of pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample),
reweighted to represent New York.
Notes: Mean values in the 2001–2003 Medical Expenditure Panel Surveys, New York-reweighted sample.
a Excludes three observations with total annual health expenditures over $200,000.

FPL = federal poverty level
OOP = out of pocket
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year insurance coverage. The part-year uninsured spend more than twice as much per year
as the full-year uninsured ($2,792 vs. $1,279), but substantially less than the full-year insured
($4,191). Adults’ out-of-pocket spending per person is only somewhat higher for the full-year
insured, but represents a much larger share of uninsured adults’ total spending compared to
the insured adults.
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Children’s spending levels vary less with insurance status compared to adults. The biggest
difference among children appears to be in the amount of spending that is paid out of pocket.
Full-year uninsured children pay for 35 percent of their care out of pocket, compared to 18–20
percent for part-year uninsured and fully insured children.
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Table 6 also shows the mean values of selected personal characteristics for the full-year and
part-year uninsured, and the population with full-year insurance coverage. About half of the
full-year and part-year uninsured are young adults between the ages of 19 and 39, while children make up a larger proportion of the full-year insured population. The full-year uninsured
are more likely to be racial or ethnic minorities, have less education, and are less likely to be
married than the full-year insured. Although the overall health status of the three insurance
groups is similar, the full-year uninsured and the full-year insured groups do report having
somewhat better health, on average, than the part-year uninsured.

The Current Cost of Medical Care Received by the Uninsured in New York
Table 7 reports the estimates of current medical spending by payment source for the full-year
uninsured. The average full-year uninsured person in New York receives an estimated $1,280
in care annually. The largest source of payment for care received by the uninsured is their

Table 7. Estimated Current Medical Spending by the Uninsured in New York, by Source (2005 $s)—Full-Year
Uninsured
Adults
(N=2,310,307)

Children
(N=441,855)

Per capita
($)

Total
($, millions)

%

Per capita
($)

Out of pocket

556

1,285

43

443

Public sourcesa

230

531

18

Other sourcesb

280

647

Donated care
(private providers)

213

1,279

Source

A L L S O U RCE S

Total
($, millions)

All Nonelderly
(N=2,752,163)
%

Per capita
($)

Total
($, millions)

%

196

34

538

1,481

42

122

54

10

213

585

17

22

324

143

25

287

790

22

492

17

396

175

31

242

667

19

2,955

100

1,285

568

100

1,280

3,523

100

Source: Urban Institute estimates, using pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample), reweighted to
represent New York.
Note: Estimated using pooled 2001–2003 Medical Expenditure Panel Survey data, reweighted to represent New York.
a Public sources include Veterans Affairs, workers’ compensation, other state and local, other federal, and other public.
b Other sources include other private and other unclassiﬁed.

own out-of-pocket spending, which accounts for 42 percent of their total care. Donated care
from private providers (19 percent) and payments from other private sources (22 percent) are
the next two largest sources of payment for their care. Adults and children have very similar
amounts of medical spending per capita, although adults pay for a larger share of their care
out of pocket (43 percent compared to 34 percent for children) and receive a smaller share in
the form of donated care (17 percent compared to 31 percent for children).
Applying the adjusted MEPS person-weights to these per capita spending figures for uninsured adults and children in New York produces an estimate of $3.52 billion for the total cost
of medical care received by the full-year uninsured. Adults account for 84 percent of these
costs. The estimate of total care donated by private providers is $667 million. Total uncompensated care, which includes private donated care and all other care not paid for out of pocket by
the uninsured, amounts to just over $2 billion.
Table 8 reports the spending estimates for the part-year uninsured. Average per capita medical
spending by part-year uninsured adults is $2,792, more than twice the amount spent by the
average adult uninsured for the full year. Children with part-year coverage received essentially
the same amount of care as full-year uninsured children, but insurance covered most of the
payments for the part-year uninsured. For adults and children, payments from private insurance and Medicaid cover almost two-thirds of the part-year uninsured’s medical spending.
Out-of-pocket payments (20 percent) and donated care (6 percent) account for much smaller
shares of total spending compared to the full-year uninsured. Private insurance and Medicaid
pay for the bulk of the care received by the part-year uninsured. Overall, the part-year uninsured receive a total of $3.7 billion in medical care.

Table 8. Estimated Current Medical Spending by the Uninsured in New York, by Source (2005 $s)—Part-Year
Uninsured
Adults
(N=1,156,746)

Children
(N=364,818)

Per capita
($)

Total
($, millions)

%

Per capita
($)

564

653

20

235

1,734

2,006

62

Public sourcesa

234

270

Other sourcesb

104

Donated care
(private providers)

Source
Out of pocket
Insurance sources
(private & Medicaid)

A L L S O U RCE S

Total
($, millions)

All Nonelderly
(N=1,521,564)
%

Per capita
($)

Total
(millions)

%

86

18

485

738

20

869

317

68

1,527

2,323

63

8

9

3

1

180

274

7

120

4

63

23

5

94

144

4

156

180

6

105

38

8

143

218

6

2,792

3,230

100

1,281

467

100

2,430

3,697

100

Source: Urban Institute estimates, using pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample), reweighted to
represent New York.
Notes: Estimated using pooled 2001–2003 Medical Expenditure Panel Survey data, reweighted to represent New York.
a Public sources include Veterans Affairs, Medicare, workers’ compensation, other state and local, other federal, and other public.
b Other sources include other private and other unclassiﬁed.

17

Combining the estimates from tables 7 and 8, nonelderly New Yorkers who are uninsured
either all year or for part of a year account for $7.22 billion in medical care. As shown in
figure 1, the uninsured pay for 30.7 percent ($2.22 billion) of this total out of pocket, and
insurance sources for the part-year uninsured cover 32.2 percent ($2.32 billion) of the total. The remainder, $2.68 billion, represents uncompensated care (i.e., care that is received
but not paid for by either the uninsured themselves or by private or public insurance held
by people who are uninsured for only a part of the year). One-third of the uncompensated
care is “donated” by private providers, while the remaining two-thirds is paid for by a variety of public sources (VA, workers compensation, other state, local, and federal programs)
and noninsurance private sources.
Figure 1. Distribution of Total Medical Spending by the Full-Year and Part-Year Uninsured
(Total Spending = $7.22 billion)
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children
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Uncompensated care

Out of pocket ($2.22 billion)

4%

($2.68 billion)

adults

children

31%

27%

adults

4%

6%

children*

28%
Insurance payments* ($2.32 billion)
adults*

Source: Urban Institute analysis of pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample),
reweighted to represent New York.
* part-year uninsured

III.

III. Predicted Medical Expenditures, if the Uninsured
Were Fully Insured

This section provides results of simulations of the cost of the additional medical care the uninsured would use if they were fully insured. We estimated statistical models relating individuals’
medical spending to their insurance coverage, sociodemographic characteristics, general selfreported health status, and the presence of specific chronic conditions.9
The sample excludes people with private coverage who have family incomes greater than
400 percent of the federal poverty level, based on the assumption that their spending behavior
is not as comparable to the uninsured as the behavior of the low- and lower-middle-income
privately insured. The models control for age, gender, urban/rural residence, race and
ethnicity, marital status, education, family income relative to poverty, self-reported health
and mental health status, ADL/IADL help received, a range of functional and activity limitations, and the presence of many chronic health conditions. Separate models are fit for total
spending and out-of-pocket spending. The models are estimated separately for nonelderly
adults and children. (Appendix tables A.A.1 and A.A.2 report the model coefficients for adults
and children.)
Insurance status is represented by a continuous variable with values between 0 and 1 that represent the percentage of the year the person is insured by either private or public insurance. To
simulate the impact of full-year insurance coverage on the uninsured’s spending, the value of
the insurance variable for each uninsured person is set to 1, which represents full-year coverage,
and the models’ coefficients are used to predict the probability of having any expenditures and
the amount of expenditures for people with positive spending. The adjusted MEPS personweights are then used to extrapolate the per capita predictions to total statewide expenditures
for the full-year and part-year uninsured under the assumption of full insurance coverage. The
amount of this spending over and above total current spending for the uninsured in New York
represents the estimated incremental medical care cost of complete insurance coverage.
Table 9 shows the estimated per capita and total levels of out-of-pocket and total spending for
medical care by the uninsured under the assumption of full-year insurance coverage. These
estimates assume that new full-year coverage would carry the benefit structure, utilization
management features, and provider payment levels and methods implicit in the actual private
insurance and Medicaid plans that currently cover low- and lower-middle-income populations. In other words, the predicted spending levels assume that the expanded coverage would
have the average features of existing private and public insurance plans.
The simulations based on the spending models (appendix tables A.A.4 and A.A.5) show that
if adults without any insurance coverage at all were fully insured, they would receive roughly
twice as much medical care, $2,430 per adult, as they do currently. Medical spending by
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Table 9. Predicted Medical Spending by the Uninsured if Fully Insured, 2005
Adults
Per capita
($)

Children

Total
($, millions)

All

Per capita
($)

Total
($, millions)

Per capita
($)

Total
($, millions)

Full-year uninsured
Out of pocket spending
Current
Predicted
Total spending
Current
Predicted

556
355

1,285
820

443
233

196
103

538
335

1,481
923

1,279
2,430

2,955
5,614

1,285
1,959

568
866

1,280
2,354

3,523
6,480

564
497

653
575

235
207

86
76

485
427

738
650

2,792
3,701

3,230
4,281

1,281
1,552

467
566

2,430
3,186

3,697
4,847

Part-year uninsured
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Out of pocket spending
Current
Predicted
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Total spending
Current
Predicted

Source: Urban Institute analysis of pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample),
reweighted to represent New York.

children who currently do not have any coverage would increase by just over 50 percent, to
$1,959 per child. Spending by adults and children who are currently covered for part of the
year would also increase, though by not as much as for the full-year uninsured. Spending
would go up by 21 percent for children, from $1,281 to $1,552 per child, and by 33 percent
for adults, from $2,792 to $3,701 per adult.
In spite of the increase in total spending if insured, the uninsured’s out-of-pocket spending
would decrease, especially for the full-year uninsured. Their out-of-pocket spending falls
considerably in both absolute and percentage terms, from $538 per person to $335 per person
and from 42 percent to 14 percent of total spending. Out-of-pocket expenses also fall for the
part-year uninsured, though by not nearly as much as for the full-year uninsured. Overall, if
fully insured, the uninsured would pay for 13–14 percent of their care out of pocket, presumably reflecting the very low cost sharing typical of Medicaid coverage, which represents a
significant portion of lower-income people’s current insurance coverage.
Comparing predicted total spending by the uninsured if they were fully insured to the estimates of current total spending by people who have full-year insurance coverage (from table 6)
raises a seeming paradox. Although full-year-uninsured adults’ predicted spending if they were
insured increases almost twofold, it still remains well below the spending level of fully insured
adults. Conversely, full-year uninsured children’s spending is predicted to be greater than
spending for children with current full-year coverage. Spending also increases for part-year
uninsured adults and children, and generally is similar to spending by the full-year insured.
Why aren’t the predicted spending levels for the previously uninsured closer to the actual level
observed for the currently insured? The answer, as suggested by the data presented in table 10,
is that the various populations have different underlying sociodemographic and health characteristics that have significant effects, both positive and negative, on medical spending independent of health insurance status. Thus, even under the assumption of full insurance coverage,
the various populations should be expected to have different levels of medical spending.

Table 10 shows selected coefficients from the medical spending models (reported in the
appendix tables A.A.4 and A.A.5) and the mean values of the corresponding variables for
each of the three insurance groups (full-year uninsured, part-year uninsured, and full-year
insured) for adults and children. For adults, it is clear that the full-year uninsured group is
much younger, has higher proportions of Asians and Hispanics, as well as a higher proportion of people who have never been married. These factors are strongly associated with lower
spending. Moreover, the full-year uninsured group has smaller proportions of people with the
specific health conditions listed, which results in lower medical spending. For children, the
biggest differences are in age and health status. The full-year uninsured include higher proportions of newborns and children under age 1, and higher proportions of children in fair or poor

Table 10. Coefﬁcients and Mean Values (by Insurance Status) of Selected Variables
Coefﬁcients
Variable

Any expend.

Means by Insurance Status (%)

Total expend.,
if any

Full-year
uninsured

Part-year
uninsured

Full-year
insured

-0.499*
-0.573*
-0.536*
-0.092
-0.159**
-0.106
0.494*
0.812*

22.1
19.4
11.3
21.5
24.4
49.3
8.6
1.5

22.9
18.5
7.1
13.8
30.4
47.4
9.2
3.0

10.1
9.5
6.2
9.3
52.1
27.0
7.7
2.8

0.240**
0.131***
0.181***
0.209*
0.396**
0.373**
0.350*
0.452*
0.608*

2.4
5.0
5.5
3.1
0.7
1.3
8.8
4.6
0.7

4.2
9.5
7.9
6.0
1.5
2.3
9.7
7.5
1.2

4.6
12.5
8.1
13.4
1.3
3.7
12.9
10.6
2.6

0.438*
0.668*
0.556*

1.4
1.3
0.8

1.7
3.5
1.8

2.3
3.8
1.7

0.760*
-0.108
-0.489*
-0.412*
0.972*
0.849*
0.902*
0.373
-0.186
-0.177***

15.1
17.0
5.8
17.8
4.5
1.4
3.7
2.5
12.4
17.8

2.4
7.2
16.6
21.9
3.6
0.0
1.8
0.8
8.4
23.1

3.5
7.8
16.2
26.7
2.8
0.5
2.5
1.0
5.1
15.4

Adults
Age 19–24
Age 25–29
Asian
White Hispanic
200–400% FPL
Never married
Fair health
Poor health
Health Conditions
Diabetes
Hypertension
Back disorders
Endocrine conditions
Blood disorders
Cardiovascular conditions
Digestive conditions
Genito-uninary conditions
Cancers
Limitations
Activity limitation
Unable to perform usual activities
Required aid help

0.143
0.159
-0.921*
-0.447*
0.363**
-0.153
0.448***
0.437
2.740*
1.797*
1.216*
1.180*
4.375*
-0.009
2.469*
2.466*
0.164
0.561
1.367***
2.417**

Children
Newborn
Age 0–1
Age 2–4
Age 5–9
Fair health
Poor health
Any activity limitation
Married parent is living w/o spouse
Asian
White Hispanic

-0.044
1.036**
0.503**
0.463*
0.461
1.076
2.452*
0.740
-0.411
-0.653*

Source: Urban Institute analysis of pooled data from the 2001–2003 Medical Expenditure Panel Surveys (Northeast sample),
reweighted to represent New York.
* p ≤ .01
** .01< p ≤.05
*** .05 < p ≤ .10
FPL = federal poverty level
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health. Given the large positive effects that these factors have on medical spending, it is not
surprising that they are predicted to have higher spending than the currently full-year insured.
Table 11 summarizes current spending for medical care received by the uninsured, predicted
spending if the uninsured had full-year insurance coverage, and the incremental medical care
cost of expanding full-year coverage to the uninsured. Separate estimates are provided for the
full-year and part-year uninsured. The incremental cost of expanding full-year coverage to
the uninsured is the difference between projected total spending if fully insured and current
spending on behalf of the uninsured.
Table 11. Total Care to the Uninsured (2005 $s)
Full-Year Uninsured
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Per capita
Total
($)
($, millions)
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Part-Year Uninsured

%
of total

Per capita
Total
($)
($, millions)

All Uninsured

%
of total

Per capita
Total
($)
($, millions)

%
of total

Current spending, by source
Out of pocket
Insurance sources
Uncompensated

538

1,481

42

485

738

20

519

2,219

31

0

0

0

1,527

2,323

63

544

2,323

32

742

2,042

58

418

635

17

626

2,677

37

Donated (private providers)

242

667

19

143

218

6

207

885

12

All other sourcesa

500

1,375

39

274

417

11

419

1,792

25

Total current spending, all sources

1,280

3,523

100

2,430

3,697

100

1,689

7,220

100

Predicted spending if fully insured

2,354

6,480

3,186

4,847

2,650

11,327

Incremental medical care,
cost of covering all uninsured

1,074

2,957

756

1,150

961

4,107

Source: Urban Institute calculations.
a Includes Veterans Affairs, workers’ compensation, Medicare (for part-year uninsured), and all other public, private, and unclassiﬁed sources.

The estimate of incremental costs reflects only the cost of the additional medical care that would
be used by people who are currently uninsured for all or part of the year. Thus, it is important to
emphasize that this measure of incremental cost does not include the cost of care used by people
who might drop existing private coverage in favor of a new type of coverage. This so-called
crowdout cost can be substantial. However, from the perspective of this analysis, crowdout costs
represent a transfer of spending from existing insurance coverage to a new type of coverage.
Our definition of incremental costs captures the value of the additional medical care that
newly insured people would receive over and above the value of the care they currently use.
Given these caveats, the estimates in table 11 show that the incremental cost of covering the
full-year uninsured is $2.96 billion. Expanding coverage to all of the part-year uninsured
would add $1.15 billion in incremental cost, and bring the estimated total incremental cost of
covering all New Yorkers up to $4.11 billion. Per capita spending among the full-year uninsured would increase by 84 percent, which implies that the full-year uninsured would receive
almost twice as much medical care as currently. Spending and medical care use by the partyear uninsured would also increase by about 30 percent.

IV.

IV. Public Funds that Help Pay for Uncompensated Care

Health care providers in New York State that care for the uninsured receive public funding
from various sources that helps offset their costs of uncompensated care to such self-pay
patients. This section describes these public funding sources and estimates the share of such
funds that can be attributed to uninsurance as against other reasons for subsidizing medical
providers. This section begins with overviews of the applicable programs and of sources
of revenue for each. (We refer to all funding flows as programs, although some are simply
payment or allocative rules within other programs.) We then describe the methods used to
identify funding and estimate the shares attributable to uninsured care. Next we provide detail
on each category of support from state, local, and federal sources, using data from each level of
government.

Overview of Public Program Support for Uncompensated Care
Statewide, we estimate that $3.5 billion in public funds are attributable to subsidizing uninsured care in 2005 (table 12). Funds flow through six types of programs.
The largest category of such funds, at about $1.3 billion, is the set of programs that relate most
closely to providers’ provision of uncompensated care—namely, the interrelated indigent care
pools run by the state. These pools operate under the Health Care Reform Act (HCRA), a key
mechanism for health funding in New York State (see box). These programs are also known
as bad debt and charity care (BDCC) pools because they reimburse hospitals and to a lesser
extent some clinics for a share of their losses on bad debt and charity care.
Table 12. Total Public Funding for Uninsured Care in New York State, 2005 ($, millions)
Sources of Revenue

Program

Total
funding

State

Local

Federal

Bad debt and charity care funding

1,307.0

473.5

204.0

629.5

Additional DSH and UPL funding for hospitals

623.5

47.2

264.6

311.8

State public health grants

101.5

101.5

0.0

0.0

Local funding of public hospitals

172.5

0.0

172.5

0.0

Medicare add-ons for safety net hospitals

592.9

0.0

0.0

592.9

Other federal support for safety net services

708.9

0.0

0.0

708.9

3,506.3

622.2

641.1

2,243.1

T OTAL

Sources: Documents and interviews by the authors.
Notes: Excludes institutions for mental diseases, long-term care facilities, nonrecurring funding, and local public health funds;
spending is estimated share of total in each category attributable to uninsured care.
DSH = disproportionate share hospital
UPL = upper payment limit
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The next category of support
HCRA
consists of additional disproThe Health Care Reform Act has been a central feature of
portionate share hospital (DSH)
New York State health finance for a decade. First enacted
and upper payment limit (UPL)
in 1996, it deregulated private hospital payment rates and
payments made to hospitals. Such
maintained several pools to provide public goods, notably
including reimbursement for hospitals with high burdens of
payments amount to over $620
uncompensated care, a function that initially claimed the lion’s
million. These programs are not
share of pooled resources.
tied precisely to bad debt and
Through three sets of re-enactments, HCRA has grown
charity care costs but are targeted
enormously, acquiring new sources of revenue that have been
to safety net facilities, often only
used to finance large expansions or enhancements to Medicaid
and other insurance coverage. Currently, HCRA operates less
to large public hospitals. The
as a pool that raises funds from hospitals for reallocation
third program category is a set
among hospitals and more like a set of revenue sources and
of state public health grants
appropriations. All sources and uses are now “on budget.”
within or outside HCRA. Their
estimated contribution toward
uninsured care is about $100 million. Fourth, local funding of public hospitals amounts to
another $170 million. Finally comes non-Medicaid federal support, including almost $600
million in Medicare add-on payments and about $700 million for other programs that fund
clinical services.

Overview of Sources of Revenue
The public revenues in table 12 come from state, local and federal sources (table 13). The
smallest source is state revenues—some $110 million from General Fund sources, plus $512
million through HCRA. Revenue sources
Table 13. Total Public Revenue for
for HCRA now include a 1 percent assessUninsured Care in New York State, 2005
ment on hospitals, larger assessments on
hospital payers and on health insurers
Revenue
Source of Revenue
($, millions)
and self insurers, tobacco taxes, and
State general revenue
110.2
several impermanent sources of revenue
including proceeds of nonprofit converHCRA state revenue
512.0
sions. (Appendix C provides more detail on
Local funding
641.1
growth and shifts in HCRA revenues over
Federal funding
2,243.0
time.) The state-level funding totals about
T OTAL
3,506.2
$622 million.
Source: Urban Institute calculations.
Note: Totals in this table correspond to those in table 12.
Localities, mainly the City of New York,
HCRA = Health Care Reform Act
provide $641 million in funds for uninsured care. A large majority of this local
funding takes the form of intergovernmental transfers that provide the nonfederal share for
some of the Medicaid program’s DSH and UPL payments to public hospitals.10 Other local
funding goes directly to localities’ public hospital systems.

Finally, over $2.2 billion, or over two-thirds of all revenue, comes from the federal government. Medicare add-on payments and other federal programs like the VA have already been
noted (table 12, lines 5 and 6). Federal funds also come to New York as Medicaid matching
funds for state DSH and UPL payments to hospitals (table 12, lines 1–3). Later subsections
provide additional detail on the numerous programs that help providers of uncompensated
care and the sources of funds for each. This section hereafter discusses each type of funding in
detail (tables 14–18 below).

Overview of Methods of Analysis
Data on budgetary amounts and revenue flows come from written materials, available databases, and numerous interviews with knowledgeable people in New York.11 We estimate the
dollar amounts presented here using three key criteria. First, we include only programs that
relate to facilities’ or practitioners’ provision of clinical services to the uninsured, that is,
medical care that insured people have covered by their health plans. Thus, we do not include
programs that support long-term residential care, mental health services going beyond those
covered by Medicaid or a private health plan, population-oriented public health activities, or
services to prisoners. Such activities are important public functions, but are not the focus of
this report, and we exclude public spending to support them.
To apply this standard, we examined all programs that appear to channel funding to safety net
and public facilities because of their disproportionate role in caring for the uninsured. Because
they lack sufficient targeting to safety net providers, we exclude programs that provide funding
under similar allocative rules to many types of providers, even though these programs may be
important sources of revenue for safety net providers and in practice offset costs of care not
fully met by the uninsured themselves or even by Medicaid.
Estimating Shares of Subsidy
Attributable to Uninsured Care
We rely on two direct indications of the strength of a program’s
link to uninsured care: (1) a stated program rationale targeting
uninsured or uncompensated care and (2) allocative program
rules that channel funds to particular providers according to
some relationship with uninsured or uncompensated care.
The main indirect, practical indication of a program’s tie
to uninsured or uncompensated care is targeting of an
undifferentiated subsidy to, or conferring a differential
payment rate upon, public or safety net institutions that
disproportionately provide uncompensated care, even without
a formal, direct tie to that role.
Given a direct or indirect tie to uninsured care, we judgmentally
estimate the strength of that tie and attribute a share of funding
to uninsurance, using available data to guide this determination.
Discussion of these shares in the text below illustrates
this approach.

Second, we focus on continuing, regular program
funding that can support uninsured care. On this
ground we exclude support for capital expenditures,
even if they are targeted differentially to safety net
or public hospitals caring for the uninsured. We also
exclude time-limited funding that cannot be relied
upon to meet ongoing costs.12
Third, we attribute to uninsured care only a share
of program spending that appears to serve multiple
purposes or functions. In deciding upon what shares
of payments to attribute to uninsurance, we take into
account both direct and indirect ties of funding to
providers’ provision of uninsured or uncompensated
care (box).

As a result of applying these criteria, our analysis
excludes many categories of support for hospitals because they are not ongoing resources
targeted to the uninsured and the providers that disproportionately serve them. Omitted funds
include capital grants available to all hospitals, quality programs and support for information
technology, time-limited payments to public hospitals to help them make the transition to
Medicaid managed care, workforce recruitment grants available to all hospitals, and others, as
discussed further below.

Bad Debt and Charity Care
Funding of uncompensated care provided at hospitals and some clinics occurs through four
sets of programs (table 14).13 Funding attributed to the uninsured totals $1,307.0 million,
which is the source of line 1 of table 12 above. (Totals for subsequent tables similarly feed
into summary table 12). The first set of relevant programs are known as the General Hospital
Indigent Care Pool (the IC or BDCC pool). The IC pool itself consists of four subpools, each
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Table 14. Bad Debt and Charity Care Funding, 2005 ($, millions)
Sources of Revenue
State
HCRA

General
revenue

765.0

382.5

High-Need Indigent Care Pool

82.0

D&TC Indigent Care Pool
Indigent care adjustment

Total Funding
General Indigent Care Pool

T O TA L

Local

Federal

0.0

0.0

382.5

41.0

0.0

0.0

41.0

48.0

48.0

0.0

0.0

0.0

412.0

0.0

2.0

204.0

206.0

1,307.0

471.5

2.0

204.0

629.5

Sources: HANYS (2006a, b); Manatt (2006); interviews.
Note: Dollars are authorized amounts. Actual expenditures vary slightly.
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with separate allocative rules and funding allotments,14 but with the common goal of helping
hospitals with high burdens of bad debt and charity care. The funds go to both voluntary (i.e.,
not-for-profit) and public hospitals.15 Payouts to voluntary facilities are related to need, that is,
extent of uncompensated care, but on a sliding scale with generally progressive impact: Facilities with the highest need get the highest share of that need met from the pools. Payouts under
the subpool for major public hospitals like New York City’s Health and Hospitals Corporation
(HHC), however, are not based on BDCC need. Instead, they are frozen at their levels of 1996
NYPHRM rate setting.16 None of these pools has grown much over time, so that according to
hospital-sector sources these pools have paid for a declining share of uncompensated care.17
Revenues to support the BDCC or IC pool come half from state HCRA funds and half from
federal DSH funds (table 14).
A second, smaller set of pool-like programs under HCRA is collectively known as the High
Need Indigent Care Pool, or Adjustment. Only voluntary hospitals qualify, and some funds are
set aside for rural institutions. As with the IC pool, help disproportionately goes to those most
in need of assistance with the costs of uncompensated care.18 Again, revenues are half state
(HCRA) and half federal match, using DSH funds.
A third HCRA program is the pool for diagnostic and treatment centers (D&TC), which are
freestanding clinics, either not-for-profit or publicly sponsored. The D&TC pool pays for a
share of uncompensated care at many clinics. To qualify for pool payments, a D&TC must
provide a comprehensive range of primary health care services, have at least 5 percent of its
visits from the uninsured, and incur financial losses from a disproportionate share of uncompensated care. Payouts increase progressively with need, as with the general hospital pool.19
The level of funding has not increased for many years, so payouts fall well short of need,
according to clinic-sector sources. On average, the D&TC pool payments offset only 20 percent
of uncompensated costs, a higher share for public centers and a lower share for others.20
Originally, the D&TC pool was funded entirely by the state. HCRA’s 2003 extension brought
the pool within Medicaid and enabled the state to obtain federal matching funds, resulting
in shares of 25 percent state, 25 percent local, and 50 percent federal. In 2006, however, CMS
did not reapprove the authorizing state plan amendment and, by state law, the state now once
again provides 100 percent of revenue for this small pool.

All three of the above programs are specifically denominated as payments for Bad Debt and
Charity Care, and funding allocations depend upon the extent of BDCC provided—namely,
current BDCC burdens for voluntary facilities and 1996 amounts for public hospitals. This
is true even though federal DSH match is drawn down by the programs, and federal DSH
may also be used to address Medicaid shortfalls, as explained further below. The other strong
ties to BDCC, however, lead us to attribute 100 percent of these funds to uninsured care. We
recognize that 100 percent may be also seen as an overestimate because some bad debt arises
from caring for people with insurance (those who do not pay full cost sharing, for example).
However, we found no reliable way through either a literature search or interviews to estimate
what share of uncompensated care (BDCC) relates to the insured vs. the uninsured.21
The fourth program in this category is the Indigent Care Adjustment. This is a DSH payment
given only to major public hospitals. It aims to bring these hospitals up to the aggregate share
of BDCC funds they would receive if they could be paid by the BDCC/indigent care pool on
the same basis as voluntary hospitals. Supporting revenues are half federal, but almost all
of the nonfederal half is local; very little comes from state General Fund revenue (table 14),
since local public hospitals serve many more patients than do the few state-funded general
hospitals. We attribute to uninsurance the same 100 percent share for this adjustment as for
the other three programs, even though the adjustment is a non-HCRA DSH supplement to
Medicaid payment rates, and DSH under federal rules can also offset Medicaid payment shortfalls. The reason for treating this program the same as the other three is that their rationales
and payment sizes are intertwined. This adjustment is designed to complement the limited
amounts that the general Indigent Care pool pays to public hospitals for BDCC. The two
payment methods together aim to give hospitals similar payouts to what they would get only
under the rules applied to voluntary hospitals under the main pool.

Additional DSH and UPL Funding for Hospitals
This category of funding totals $1,247.0 million, half of which, or $623.5 million, we attribute
to uninsurance (table 15). The first program in this category covers specialized mental health
and substance abuse services in community hospitals, including their outpatient clinics. (This
Table 15. Additional DSH and UPL Funding for Hospitals, 2005 ($, millions)
Sources of Revenue
State

Total funding
Specialized mental health and
substance abuse services

Share attributable
to uninsured (50%)

HCRA

General
revenue

Local

Federal

55.0

27.5

0.0

13.8

0.0

13.8

DSH cap payments

535.0

267.5

0.0

33.4

100.3

133.8

UPL supplements for HHC

657.0

328.5

0.0

0.0

164.3

164.3

1,247.0

623.5

0.0

47.2

264.6

311.8

T O TA L

Sources: HANYS (2006a, b); Manatt (2006); interviews.
Notes: Dollars are authorized amounts, and actual expenditures vary slightly.
DSH = disproportionate share hospital
HCRA = Health Care Reform Act
HHC = Health and Hospitals Corporation
UPL = upper payment limit
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does not include institutions for mental diseases, or IMDs, which are funded under a different
DSH program, are subject to a separate federal DSH cap, and are not a focus of this study.)
Funds flow to hospitals based on their losses in providing these services to Medicaid and
self-pay patients. Federal DSH dollars match state spending for specialized mental health and
substance abuse services. The nonfederal share of these payments is funded through state general revenues, outside HCRA. We estimate $27.5 million for uninsured care from this program.
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The second, much larger program is called “DSH cap payments” by administrators. Like the
mental health services just described, this “program” is simply an aspect of Medicaid providerpayment policy, not part of HCRA or other state programs. These payments go only to
public hospitals operated by the state, counties, and the City of New York. These funds enable
Medicaid to increase payments to public hospitals to the maximum federally permissible
DSH levels. For 2005, the uninsured share of this program was almost $270 million, although
delay in winning federal approval of the applicable parts of the Medicaid state plan delayed
payments well into 2006.
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For both these DSH programs, federal DSH funds provide half of payouts. The nonfederal
share depends on the recipient facility—state general funds for state-operated public hospitals
and local intergovernmental transfers for locally operated public facilities.
For each of these DSH-based programs, we attribute half of all funding to uninsured care. The
main rationale is their reliance on DSH funding. By federal policy, Medicaid DSH payments
are meant to recognize the extra burdens of serving Medicaid and uninsured populations, and
federal law sets a cap on each hospital’s annual DSH payments equal to its combined losses
on Medicaid payment shortfalls and on uninsured care. Moreover, for both programs, funds
flow disproportionately to safety net facilities, and only large public hospitals qualify for the
DSH cap payments. We view subsidies to public hospitals as by nature partly directed at the
uninsured, because of their mission and the practical result of caring for the uninsured, as
described further in discussing local public hospital subsidies (table 17 below).
We estimate a 50 percent DSH program share for the uninsured because interview information from New York suggested that about half of the DSH cap room in 2005 consisted of
Medicaid shortfalls, the other half of uncompensated care. Subsequent to our interviews, we
obtained data from hospital cost reports, which show that the amount of statewide hospital
uncompensated care was somewhat smaller than the total Medicaid shortfall, although the
ratio has varied somewhat over time. A different percentage might also be defensible, a point
discussed further in section VI below.
The largest program in this category (table 15) is the hospital upper payment limit (UPL)
program. Like the additional DSH payments above, UPL funding is an aspect of Medicaid
payment policy. Total funding for 2005 is $657.0 million. Of this amount, for purposes of
this report’s estimates, we attribute $328.5 million to caring for the uninsured. Our rationale
requires some explanation, as UPL has no formally stated connection to the uninsured.
The UPL program operates as follows. Federal UPL rules allow Medicaid to pay an individual
hospital for care at a higher rate than its peers, so long as the cumulative difference does not
raise the aggregate payments for its entire class of hospitals above what would have been paid
to the class under Medicare payment principles. Because UPL allotments are part of Medicaid
payment, they reduce the Medicaid shortfall and hence, allowable DSH for any facility receiving
UPL payments.22 New York chooses to use UPL only for the class of public hospitals, only one

of three classes established by federal law. Among public hospitals, only HHC hospitals in New
York City received UPL payments, and those payments are focused on only 3 of its 11 hospitals.
UPL payments are targeted to that subset of HHC hospitals because under their facilityspecific DSH caps, they could only obtain fairly small amounts of DSH payments, relative to
the other HHC institutions. Hence, giving the lower-DSH-cap facilities all the UPL payment
displaces the minimum possible DSH subsidy. All the other, higher-DSH-cap hospitals thus
collect the maximum allowed under DSH, while the lower-DSH-cap hospitals collect as much
UPL as possible.23
We attribute $328.5 million, half of the UPL payments, to uninsured care, for two reasons.
First, UPL as used in this instance serves as a precise complement to DSH; UPL amounts are
traded off against DSH funds, dollar for dollar; and UPL hence can appropriately be seen
as addressing uninsured needs in very much the same way as DSH. Second, the state runs a
UPL program only for public hospitals. Our view is that targeting public hospitals inherently
suggests concern for caring for the uninsured, which is what above all sets public hospitals
apart from voluntary ones, as discussed further below (see also, notes, table 17). It is true that
the state targeting is also influenced by the ability and willingness of the local government to
pay the nonfederal share of UPL. But that very local willingness also indicates dedication to
serving the uninsured (table 17).
The federal share of UPL payments to HHC hospitals does not come from New York State’s
DSH allotment. It simply represents standard federal matching funds. The nonfederal share is
an intergovernmental transfer (IGT) from the City of New York, as just noted (table 15).

Omitted DSH Programs and Other Hospital Subsidies
Our analysis omits another set of DSH cap payments totaling $687 million for 2005—a somewhat larger amount than was included in table 15 above. The excluded cap payments were paid
out to the same institutions in the same time period as were the included payments, but they
constituted delayed payouts attributable to temporarily higher federal DSH limits from two
years prior. The $570 million could not be paid out at that time without exceeding the statewide
federal DSH cap, but was permissible for 2005 under New York’s process of reconciling initial
with final DSH allocations two years after the fact. We exclude these payments because they are
only a temporary “bulge” in DSH cap payments, not an ongoing source of revenues, although
the delayed payments are expected to continue through SFY 2008–2009.24 If they had been
included in our analysis, half, or $343.5 million, would have been allotted to the uninsured.
We also omit some other, smaller programs also funded with federal DSH match, notably
including payments under HCRA’s Priority Restoration Pool. These totaled $48 million in
2005, funded half by state HCRA and half by federal DSH dollars. This pool is targeted in
a way that favors big safety net facilities but also benefits some other hospitals facing fiscal
pressures. This pool was sized to offset an earlier Medicaid payment cut rather than to reflect
incurred amounts of BDCC. Accordingly, even though DSH is generally allocable in part to
covering uninsured care, we classify this program as related entirely to Medicaid payment
shortfalls and so exclude it from table 15.
Also omitted is what could have been an “other support” category, that is, non-DSH-related
hospital subsidy programs that are not tied to uncompensated care nor strongly channeled to
public facilities or other safety net hospitals. An example is the large Workforce Recruitment
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and Retention grants given to various categories of providers, as well as a number of capital
and other nonrecurring grants serving such diverse ends as promoting quality and purchasing
and implementing information systems.

State Public Health Grants
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This category consists of state spending outside of Medicaid (table 16). A number of public
health programs are now funded through HCRA (16A); others are still within the conventional Department of Health budget and rely upon General Fund support (16B).
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Within each of these subcategories, descriptions suggest that certain programs fund clinical
services targeted in part to the uninsured—as opposed, for example, to population-oriented
public health services like tobacco cessation programs. Table 16 shows the selected programs.
For those within HCRA (16A), we estimate that 40 percent of expenditures relate to the uninsured. Based on the more general goals of the DOH programs (16B), we estimate 20 percent
for them. Total spending for both sets of programs is $406.3 million for 2005, but the share
estimated to be attributable to clinical services for the uninsured is $101.5 million.
We include here only state-level spending. There is similar local spending as well, in part
because the state formula assistance to local health departments matches local funds. We

Table 16. State Public Health Grants, 2005 ($ millions)

Spending category and component programs

Total funding

Shares
attributable
to uninsured

Sources of Revenue
State
HCRA

General fund

16A. Public health programs within HCRA
Services for HIV Infants and Pregnant Women program

2.5

1.0

1.0

0.0

School-based health clinics

7.0

2.8

2.8

0.0

DOH public health programs

91.8

36.7

36.7

0.0

School-based health centers

0.0

0.0

0.0

0.0

101.3

40.5

40.5

0.0

213.0

42.6

0.0

42.6

92.0

18.4

0.0

18.4

SUB T OTAL

305.0

61.0

0.0

61.0

T OTAL

406.3

101.5

40.5

61.0

SUB T OTAL

16B. DOH public health programs outside HCRA
General public health works (formula asst to LHDs)
All other DOH

Sources: Division of the Budget (2006a); HANYS (2006a, b); Manatt (2006); Schuyler Center (2005); OSC (2006); interviews.
Notes: Programs were selected for clinical components, indigent/uninsured targets; the AIDS Drug Assistance Program was omitted here as joint with
federal Ryan White ADAP, below. LHDs’ matching funds for formula grants are not included here.
DOH = Department of Health
HCRA = Health Care Reform Act
LHD = local health department

do not estimate the nature and extent of local public spending, however. Analogous federal
public health funding also pays for some clinical services to the uninsured, of which the major
funding streams are estimated in table 18C below.

Local Funding for Public Hospitals
Cities’ and counties’ finances are tightly bound up with those of their public hospitals.
Complex interrelationships remain even after hospitals move to being run by public benefit
corporations (PBCs) rather than by a public department. Public funds flow to hospitals
through operating budgets, in overhead accounts, for long-run contributions toward debt
service and employee pensions, and in other ways. In this section we seek to estimate what
share of total local funding for hospitals constitutes general subsidy as opposed to purchase
of services and then also to estimate what share of the identified subsidy seems attributable to
public hospitals’ missions of serving the uninsured as against other functions.
Public hospitals, like others, not only sell clinical services to insured patients but also sell
other services to their localities. Contracted services take many forms, from conducting public
health screenings to caring for public wards such as prisoners. In practice, it is difficult to
differentiate between local subsidies and payments for contracted services. We also do not
consider as uninsured subsidy local IGT payments made to draw down federal DSH or UPL
payments for local public hospitals; they are accounted for as DSH or UPL above (table 15).
Given the scope of this report, we estimate local subsidies only to the state’s largest public
hospitals (table 17). These are HHC’s multi-hospital system in New York City and the three
county hospitals that have recently become PBCs but remain dependent upon their localities
for support of many kinds—in Erie, Nassau, and Westchester Counties.25 Others are said to be
far smaller.
We estimate that in 2005, some $345.0 million of observed local funding constituted ongoing
subsidies unrelated to specific purchases of services (table 17). We believe this amount to be a
conservative estimate, based upon descriptions of funding flows in governmental documents,
press accounts, and interviews.26

Table 17. Local Funding of Public Hospitals, 2005
Shares for unins’d care
Hospital

Total estimated subsidy
($ millions)

%

($ millions)

300.0

50

150.0

45.0

50

22.5

345.0

100

172.5

Health and Hospitals Corp, NYC
Erie, Nassau, Westchester County public hospitals
(PBCs)
T OTAL

Sources: Interviews, documents, and materials provided; see also note 26.
Notes: HHC net city subsidy is for current FY 2006; it excludes correctional health and county mortuary contract and includes
city debt on behalf of HHC. Other PBC hospitals’ are estimated at an average of $15 million for continuing safety net
mission support not related to speciﬁc services.
HHC = Health and Hospitals Corporation
PBC = public beneﬁt corporations
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We further estimate that half of this subsidy, or $172.5 million, should be attributed to
uninsured care. Our perception is that what sets public hospitals apart from others is above
all their prime mission, as stated by HHC, “to extend equally to all New Yorkers, regardless of
their ability to pay, comprehensive health services of the highest quality.”27 Public hospitals’
case mix suggests that caring for the uninsured is a major practical effect of running a public
facility as well as a prime mission. We nonetheless attribute only 50 percent of the subsidy to
serving the uninsured, as public hospitals serve other public goals as well. We believe this share
to be conservative because public hospitals’ general goal of serving all who seek care seems
fully funded by insurance for most paying patients. Moreover, almost all the other often-stated
rationales for supporting public hospitals also apply to voluntary institutions—including
anchoring medical services generally, promoting economic and neighborhood development,
providing stable middle-class employment, and serving as a source of civic pride.28 Voluntary
hospitals can also serve as safety nets.
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Revenues that support the estimated $170 million in uninsured subsidy are entirely local, not
state or federal (table 17).

Federal Funding for Uninsured Care
The final category of support for uninsured care in New York consists of non-Medicaid federal
sources, (table 18). All together, such federal support attributable to the uninsured totals
$1,301.7 million for 2005. By definition this support comes entirely from federal revenues,
with no state or local shares.
Three add-ons to Medicare payment rates are the first mechanism listed (18A);29 Medicare DSH recognizes the special costs borne by safety net hospitals and the likelihood that
Medicaid-Medicare dual eligibles are costly to serve in ways not captured by conventional
payment methods.30 DSH support thus helps preserve access for Medicare patients. The same
institutions serve high volumes of uninsured patients as well, and another rationale for Medicare DSH payments has been the need to protect hospitals that serve a disproportionate share
of low-income patients, and are financially stressed and at risk of closing. Two other add-ons
relate to the extra hospital costs of medical education, direct graduate medical education
(GME) and indirect medical education (IME).
Medicare DSH payments are made partly because recipient institutions serve the uninsured
and partly to make up for Medicaid-Medicare shortfalls in payment relative to the true cost
of such beneficiaries. Just what share is attributable to each rationale is not knowable with
precision. For many public hospitals and perhaps other large safety net facilities, Medicaid
DSH and UPL have already made up for the Medicaid and uninsured shortfalls in revenue
compared with cost, which implies that some of Medicare DSH may constitute further subsidy
to them by virtue of their safety net status. We estimate that half of Medicare DSH relates to
the need to support care to the uninsured.
With regard to federal subsidies for medical education, prior research has shown that GME
payments do not exceed the costs of such education.31 Therefore, no share of Medicare GME
payment is included as a revenue for uninsured care (table 18). (We make a similar assumption for the state’s HCRA Professional Education pool devoted to GME and for Medicaid
payment adjustments for medical education, which are also omitted from all tables.)

For IME, in contrast, research suggests that one-third to one-half of payments go beyond the
cost of education and can be seen as a subsidy for safety net services. We use the lower one-third
figure to estimate uninsured support. The Medicare total is hence $592.9 million (table 18A).
Other federal funding includes direct provision of services at the facilities of the VA health
system and Indian Health Service (table18B). For them, revenues for uncompensated care
must equal the $320.5 million in spending on uncompensated care, already presented above
(table 4, see tables A.D.1 and A.D.2 for detail). The last subcategory is federal grant funding for
state or local provision of care through Maternal and Child Health, Federally Qualified Health
Centers, and Ryan White (table 18C). For these programs, the share of federal revenues attributable to uncompensated care is estimated from the nature of its uses by grantees (see tables
A.D.3, A.D.4, and A.D.5 for calculations). The grant programs contribute an estimated $388.4
million. (Table 12 above showed 18B and 18C combined, at just over $700 million.)

Table 18. Additional Federal Funding for Uninsured Care in NY State, 2005 ($, millions)
Estimated shares for uninsured care
Program

Funding

Comments

18A. Medicare add-ons for safety net hospitals
DSH

346.2

GME

0.0

IME

246.7

Estimated as 50% of total of $692.3M; part may offset payment shortfall not met by
Medicaid DSH and UPL
Estimated as 0% of total of $565M; all is directly attributable to educational expenses
Estimated as 1/3 of total of $740.03M

592.9

S U BT O TA L

18B. Direct federal provision of uninsured care
VA

303.4

IHS

17.1

Estimated as share of total of $1727.5M; see table A.D.1
Estimated in table A.D.2; adjusted to 2005 dollars

320.5

S U BT O TA L

18C. Indirect federal support for state/local safety net through grants
M&CH

31.6

Estimated as share of total of $959.8M; see table A.D.3

FQHCs

126.9

Estimated as share of total of $630.2M; see table A.D.4

Ryan White

229.9

Estimated as share of total of $305.9M; see table A.D.5

S U BT O TA L

388.4

T O TA L

1,301.7

Sources: MedPAC (2004), IHS Level-of-Need Funding (LNF) Workgroup methodology reports; OMB, Annual Appropriations to the Department of
Veterans Affairs, “Budget of the United States Government, Fiscal Year 2004—Appendix”; Maternal and Child Health Bureau, HRSA ; see also tables
A.D.1–A.D.5.
Note: Medicaid-related federal funding is in prior tables.
DSH = disproportionate share hospital
FQHC = federally qualiﬁed health center
GME = graduate medical education
IHS = Indian Health Service
IME = indirect medical education payments
M&CH = maternal and child health
UPL = upper payment limit
VA = Veterans Affairs
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V. Private Payments for Uncompensated Care
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Some of the cost of uncompensated care may be “shifted” to private payers through higher
health care prices and health insurance premiums.32 In New York, some shifting of costs to
private payers is institutionalized through HCRA’s assessments on insurers, which are partly
used to fund BDCC pool payments to hospitals (appendix C). It is also clearly possible that
hospitals in New York, particularly the large teaching hospitals and other key local hospitals,
have the kind of market power that results in increases in hospital payments, in direct response
to increases in the uninsured. (Health care providers also bear some costs directly themselves,
without outside revenues, through self-funded provider charity, as noted in section I above.)
But how much more shifting of costs to private payers takes place is unclear and hard to
estimate. Many people believe that hospital payments by insurers and ultimately, by employers
and individuals, are significantly higher because of the presence of an uninsured population.
But for higher hospital payments to be truly attributable to the uninsured, they must be higher
than they otherwise would have been except for the need to provide care for the uninsured.
Further, the cost-shifting argument implies that these higher payments would be lower if the
uninsured were to disappear. The use of market power in itself to increase hospital payments
may not necessarily be related to the uninsured, but may have happened without an uninsured
population and may not change much if the uninsured problem were solved.

The evidence on cost shifting in general is weak and that which exists may not apply to New
York.33 The Institute of Medicine concluded, “There is mixed evidence that uncompensated
care is subsidized by private payers. The impact of any such shifting of costs to privately
insured patients and insurers is unlikely to be so large as to affect the prices of health care
services and insurance premiums.34 They reach this conclusion for two reasons. One is that
aggressive purchasing by employers and insurers and excess capacity in the hospital industry
have reduced hospitals’ relative market power. While this may not be true of all hospitals, it is
true for most, and limits their ability to shift costs to payers. The exception would be the highly
regarded teaching hospitals that are typically considered so indispensable that the ability to
market a health insurance policy would be constrained without that hospital in the network.
But the main reason that cost shifting is likely to be restricted is that most acute care for the
uninsured is provided by public hospitals and some nonprofit hospitals. These hospitals typically have relatively few privately insured patients, and thus do not have surpluses from private
patients to subsidize the costs of uncompensated care. In contrast, those hospitals that have
a large private revenue base typically have relatively few uninsured patients. Given the large
contribution by government to care for the uninsured that we have identified in this report, we
conclude that any cost shifting to private payers adds a relatively small amount to the total.

VI.

VI. Comparing Costs and Revenues

Our analyses suggest that, under reasonable assumptions, providers receive public revenues
attributable to uninsurance that exceed the costs of uninsurance (table 19). The costs
of uninsured/uncompensated care are estimated to total some $2.8 billion for 2005 (as
summarized in table 4 above)—although they might be as high as $3 billion. In comparison,
estimated public revenues available to defray these costs total $3.5 billion, flowing through a
number of different channels, as presented earlier (tables 12–18) and summarized in table 19
by type of provider.

Table 19. Distribution of Estimated Uncompensated Care and Subsidies by Type of Service
Provider, (2005 $, millions)
Total

Hospitals

Other facilities

Physicians

2,798.4

1,778.4

608.1

411.9

1,307.0

1,259.0

48.0

0.0

Other DSH & UPL

623.5

623.5

0.0

0.0

Public health fundsd

101.5

0.0

101.5

0.0

Uninsured/uncompensated care
by providera

Public revenues to subsidize
Pool fundsb
c

Local public hospitalse

172.5

172.5

0.0

0.0

1,300.7

592.9

707.9

0.0

SUB T OTAL

3,505.2

2,647.9

857.4

0.0

N E T P L US OR MINUS

706.8

869.5

249.3

-411.9

Federal programsf

Notes: “Other facilities” include health centers, Veterans Affairs facilities, and Indian Health Service facilities.
a Source: See table 4.
b Source: See table 14.
c Source: See table 15.
d Source: See table 16.
e Source: See table 17.
f Source: See table 18.

DSH = disproportionate share hospital
UPL = upper payment limit

For 2005, aggregate revenues outweigh aggregate costs by some $500 million dollars. The
impacts differ by type of provider. Hospitals are net gainers from public redistributions,
whereas physician costs of uncompensated care are not subsidized by any of the identified
public revenues. (Our methodology could not track grants to their ultimate recipients, and it
is possible that some public health or grant funds went to physicians, e.g., those who provide
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charity care in health centers.) The category of “other facilities,” which includes clinics, the
VA, and IHS, also is a net “winner” in this comparison, largely because of the federal subsidies
here. We note, however, that our analyses omitted some costs borne by some providers within
this category, including pharmacists, pharmaceutical manufacturers, and possibly some free
care clinics, as well as some hospital costs.
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Despite the apparent “surplus” on serving the uninsured, hospitals in particular report very
precarious fiscal conditions.35 How can this be? To put the hospitals’ situation in perspective, it is necessary to go outside the framework of estimating uninsured costs and revenues
to consider also gains and losses on Medicaid (almost all institutions report losses). The
short explanation of the hospital perspective is that they see shortfalls on caring for the
uninsured and on caring for Medicaid patients as essentially the same fiscal problem for
them (table 20). A more conventional view is that Medicaid shortfalls are akin to contractual allowances obtained by other payers.36
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To illustrate the hospital perspective, table 20 compares combined shortfalls with the full
value of the uninsured subsidies identified by this report. There is no percentage reduction
applied here for the share attributable to Medicaid shortfalls (unlike the analysis in table
15 above); here, both types of shortfall are considered together. The three types of payment
streams already identified as applicable to the uninsured appear in table 20 (A, B, and C).
Totaled in this way, subsidies are $3.4 billion. Some subsidies for the uninsured discussed
previously are omitted from table 20, as this presentation of hospital fiscal context only
includes payments to general New York hospitals, not to clinics, the VA, the IHS, and other
recipients of assistance with uncompensated care.
Next, the table presents estimates of the two types of shortfall, hospital uncompensated care
as calculated for 2005 by this report (20D.1) and Medicaid shortfall as seen in 2004 hospital
cost reports (20D.2).37 The combined shortfall is some $3.9 billion. From this combined
perspective, hospitals incur a loss of $550 million beyond the observed subsidies. One way to
view the different perspectives of our work on the uninsured (table 19) and hospitals’ effort
to balance overall costs and revenues on serving the disadvantaged (table 20) is that hospitals
in the aggregate come out ahead on serving the uninsured, but not nearly enough ahead also
to offset other losses, notably on Medicaid ambulatory care. In presenting this comparison,
we take no position about the extent to which the Medicaid shortfalls occur because of low
payments as opposed to high costs; we simply provide the data as hospital cost accounting
calculates them and reports them to the state. To put the shortfall in context, however, we
note that the approximately $2 billion shortfall is about 20 percent of Medicaid costs as
hospitals report them.38
A key weakness in the comparison of table 20 is that the revenues presented as available to
offset the combined shortfalls derive from research designed only to find revenues attributable to caring for the uninsured. We conducted no interviews, and searched for no documents on general Medicaid payment levels nor on payments that are designed to offset
Medicaid shortfalls or have that effect in practice. A more complete analysis of Medicaid
shortfalls could well find that a broader set of public revenues should be included as helping
hospitals deal with fiscal stress more generally.39

Table 20. Comparison of Hospital Subsidies and Hospital Shortfalls, 2005 ($, millions)
Subsidy program

Subsidy

Comments

20A. BDCC pools, DSH, UPLa
BDCC hospital pools

1,259.0

Pools total, less $48 million for D&TC poold

DSH cap payments

535.0

Additional DSH spending for large public hospitalse

UPL supplements

657.0

UPL payments, which offset Medicaid shortfalle

S U BT O TAL

2,451.0

20B. Local support for safety net servicesa
Four large public hospital systems

345.0

Estimated total local subsidyf

592.9

Hospital subsidy within Medicare DSH and IME;g omitted are
subsidies thru VA and IHS and grants to providers

20C. Other federal support for safety netb
Medicare hospital payment supplements
T O TA L S U BS ID Y

3,388.9

20D. Shortfall calculations
Estimated hospital BDCC, 2005
c

Medicaid payment shortfall, 2004

1,778.4

Extrapolated to 2005 from 2003 hospital datah

2,160.7

2004 data, most recent available, UPL adjusted (see sources)

CO M BIN E D S H O RT FA L L S

3,939.1

C OMB IN E D S H O RT FA L L S , N E T O F S U BS I D Y

550.3

Sources: Prior tables (for BDCC pools, DSH, UPL; local support; and other federal support) and New York Institutional Cost Report data (2004). For shortfall calculations, see also text and note 26.
a Includes 100% of value of state subsidies, unlike in prior tables, because the comparison is being made to the full shortfall of uninsured/uncompensated

care plus Medicaid shortfall, statewide.
b Includes only the share estimated for the uninsured under Medicare DSH and IME.
c Same as estimated hospital BDCC, adjusted upward to offset the inﬂuence of UPL payments on Medicaid shortfall.
d See table 14.
e See table 15.
f See table 17.
g See table 18.
h See table 1.

BDCC = bad debt and charity care
D&TC = diagnostic and treatment center
DSH = disproportionate share hospital
IHS = Indian Health Service
IME = indirect medical education
UPL = upper payment limit
VA = Veterans Affairs

For a start, we chose not to include in our estimates of subsidies for uninsured care at least
two HCRA programs designed to offset some hospitals’ losses from changes in Medicaid
payment practices. These are the Priority Restoration Pool and DSH cap protection for
teaching hospitals, which together total some $53 million.40 Close analysis might determine
that some of the many other hospital payment flows omitted in our estimates of uninsured
revenues (tables 14–18) are relevant to helping hospitals cope with Medicaid payment shortfalls. We also included federal DSH support at the estimated level of uninsured subsidy (table
18A). If some of Medicare DSH in fact helps offset Medicaid shortfalls on dual eligibles, then
its amount of public support in 20C is too low.
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VII.

VII. Potential Implications and Limitations of the
Revenue Analyses
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The implication of the previous sections of this report is that, other than physician charity,
almost all revenue available to defray the costs of uninsured or uncompensated care comes
from public sources. Hence, this concluding section focuses on them. We consider here:
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• the potential for imprecision in public revenue estimates and their sensitivity to alternative assumptions,
• the sustainability of the current levels of public revenue into the future, and
• the plausibility of shifting current subsidies for uninsured/uncompensated care into
support for insuring most or all uninsured New Yorkers.

Imprecision in Estimation
Our approach to estimating revenues available to offset uncompensated care calls for an
exercise of judgment at two main points. Different judgments are possible and would change
the funding levels estimated here. One large source of potential variation in estimation is what
programs are included and what are omitted as sources of revenue. Excluding UPL payments
to large public hospitals would reduce our estimates by $328.5 million (table 15). On the other
hand, including the “bulge” year, reconciliation 2005 DSH cap payments would increase the
estimates by $343.5 million (text following table 15).
It has been suggested that BDCC payments to hospitals under the HCRA pools (table 14)
should “net out” hospitals’ 1 percent inpatient assessment mandated by the state, on the theory
that the assessment is as big a burden on the industry as the subsidy is a help. By analogy, one
might also net out the newly reimposed 0.35 percent gross receipts tax (although it is not part
of HCRA or dedicated to health uses), or even sales taxes paid by hospital gift shops, cafeterias,
and other concessions. We disagree with this perspective for several reasons. All taxes burden
someone, and the HCRA redistributions do indeed create clear “winners” among hospitals
with high burdens of uncompensated care. Certainly, the subsidies do not simply give hospitals back “their” own money, as many sources and uses of funds are commingled under HCRA.
Moreover, it is not clear whether hospitals absorb the costs of paying these taxes or pass them
on to insurers. If the assessment/tax rationale were to be accepted, however, it would reduce
net 2005 subsidy by $223 million (the assessment for state FY 2005–2006)41 and $106 million
(the tax).42
The second key exercise of judgment is estimating a percentage of funding to be attributed to
provision of care to the uninsured for each type of program. Specifically, we reasoned that for
purposes of this report, several large DSH and UPL funding streams are appropriately consid-

ered 50 percent related to uninsured care and 50 percent to meeting Medicaid shortfalls or
other goals. Alternative assumptions could change the results in either direction, and adjusted
Medicaid shortfalls in 2004 were somewhat larger than uncompensated care (table 19).
Reducing the 50 percent share by 10 percentage points would reduce estimated revenues for
uninsured care by some $125 million for the non-HCRA DSH and UPL programs (table 15).
Likewise, reducing by 10 percentage points our assignment of 100 percent of BDCC funding
to the uninsured would reduce uninsurance-related revenues by $130 million (table 14).
However, as noted above, such an adjustment would require a corresponding reduction of
over $170 million to this report’s estimate for providers’ costs of uncompensated care, which
are assumed to be 100 percent attributable to the uninsured (table 4).
The estimate for state public health grants is supported only by qualitative assessment (table
16). Entirely eliminating any attribution of state funds to uninsured care would reduce
revenues by $102 million. The estimate for non-Medicaid federal revenues rests on much
stronger empirical bases (table 17). If the estimated share were reduced by 10 percent, estimated revenues would fall by $130 million.
In prior work in Massachusetts that estimated public revenues for uninsured care, we reduced
the observed total of DSH/UPL spending in light of the then-conceded ability of the state
or local contributors of IGT to reallocate federal DSH/UPL match to nonmedical purposes
(Holahan et al. 2004). New York interviewees have been quite insistent that all local-IGT-plusfederal funding has always remained in the medical areas of public budgets, either for hospital
payments or for Medicaid or other coverage expansion, and that all Medicaid payments to
hospitals remain with those hospitals.
A final source of potential imprecision in the revenue estimates arises because not all sources
and uses of funds observed come from the same time periods. We sought to obtain information from the relevant program year that most closely matched calendar year 2005, but the
time periods nonetheless differ across programs. Reported data may relate to calendar year
(which is the hospital-rate-setting fiscal year), state fiscal year (April–March), federal fiscal
year (October–September), or locality fiscal year (July–June in New York City). In addition,
some amounts reported consist of cash-basis spending viewed retrospectively, whereas others
are appropriations set at the start of the year. In one case, we present Medicare DSH and IME
estimates for 2003 (table 18), as no more recent data were available. We do not seek to adjust
revenues to a single year, since—unlike provider costs—subsidy revenues like those in this
report shift mainly in response to policy changes, not regular inflation or deflation.

Sustainability of Current Levels of Revenue for the Future
Whatever the precise level of revenue attributed to uninsured/uncompensated care in 2005,
the availability of revenues to support care for the uninsured is subject to change over time.
There are several important reasons for concern about the sustainability of New York State’s
mechanisms of paying for uncompensated care. The overall state budget faces ongoing structural deficits, owing to a history of “spending outpacing receipts, excessive use of nonrecurring
resources and over-reliance on borrowing for operational needs” (OSC 2006, p. 63). There
are also large, non-health-related uncertainties, including how a longstanding dispute will
be resolved over state obligations to help fund New York City public schools (Division of the
Budget 2006b; Independent Budget Office 2005, 2006).
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Other concerns relate to the health financing mechanisms discussed in section IV. First, HCRA
funding includes several declining revenue sources. The large amounts of Blue Cross/Blue
Shield conversion dollars put into HCRA accounts will be exhausted within a few more years,
although interviewees noted that future conversions could infuse HCRA with new funding.
HCRA’s access to tobacco securitization funds converted an ongoing revenue stream into
one-time revenue, although the legislature has thus far honored a promise to replace the lost
revenue stream from the tobacco settlement with General Fund dollars. Moreover, the incidence of smoking in the state may continue to drop, which will reduce tobacco tax revenues
unless rates of taxation are again raised.43
Second, beginning on January 1, 2006, two policy changes limited localities’ obligations to
contribute as high a share of Medicaid funding as they historically have. First, the state took
over the local share of costs for Family Health Plus. Second, the local government’s remaining
share of Medicaid costs was capped, with a declining growth rate over time. The resulting
cost-shift to the state (assuming no changes to the Medicaid program) is projected to rise from
$803.7 million in 2005–2006 to $3.421 billion in 2007–2008, with even larger shifts in later
years (Assembly Health Committee 2005). This state assumption of traditionally local burdens
is likely to put considerable additional pressure on state government to trim Medicaid expenditures, potentially including payments to safety net providers. On the other hand, localities
facing lower Medicaid payouts could choose to put more funds into local safety net care.
Third, New York’s system for financing uncompensated care relies heavily on federal rules
concerning state policies on DSH, UPL, and IGTs, as well as on federal Medicaid and Medicare
payment rules. For example, state-reported DSH levels for inpatient care have risen and fallen over
time (figure 2), partly because of fiscal circumstances in New York, but mainly because of changes
in federal rules and their application in practice. With ongoing pressure to reduce the federal
budget deficit, national Medicaid policy may become less generous. And even under current
federal law, DSH levels are not slated for growth commensurate with medical price inflation.
Figure 2. New York State Medicaid Disporportionate Share Hospital Spending, Federal FYs 1990–2005
$, millions
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Moreover, according to hospital sources, Medicare GME payments to New York hospitals have
fallen by a cumulative total of some $1 billion since rules were changed under the Balanced
Budget Act of 1997 (GNYHA n.d.). It is also said that a reduction in Medicare DSH and IME
payments is under consideration by MedPAC, the entity that advises Congress on Medicare
issues (MedPAC 2006).
Even when formal national policy does not change, the general skepticism of federal regulators about creative state funding schemes reduces the reliability of federal payment streams.44
Heightened federal oversight and the risk of federal policy change is national, not limited
to New York State,45 but they have certainly been felt in New York. One example was federal
approval followed by disapproval of federal matching payments for the D&TC pool. Another
was a recently delayed federal approval of a state plan amendment, which meant that the bulk
of more than a billion dollars in DSH cap payments to hospitals for SFY 2005–2006 were
delayed until after the end of the state fiscal year.

Using Current Safety Net Spending for Insurance Expansion
One reason for quantifying the cost of uninsured care is that it represents a social burden that
can be alleviated, though not eliminated, by insurance expansion. The social burden of uninsured/uncompensated care is currently addressed in New York by the many revenue sources
described in section IV. Although insurance expansion is not a focus of this report, several
points about the potential for reallocating current revenues into future insurance expansion
are worth making briefly.
First, some need to finance uncompensated care would remain even under universal coverage,
especially if undocumented residents are incompletely covered. Second, insurance expansion
needs to address adequacy of benefits. To the extent that current Medicaid hospital payment
shortfalls consist of unduly low payment rather than unduly high costs, the problem will
persist independent of insurance expansion and will require public attention. Shortfalls do
not currently arise from inpatient care but rather from hospital ambulatory and emergency
department services (GNYHA 2006a), which can substitute for services from freestanding
clinics or physician offices. The shortfall raises issues about the structure of service provision
and relative levels of payment across alternative sources of care that go well beyond this report.
This report has found that funding for uncompensated care flows mainly to hospitals, not
clinics or physicians.
Third, any reallocation from BDCC funding to insurance could not occur smoothly, as major
reallocations of funding from provider subsidies to insurance coverage would have significant
political repercussions.46 Finally, if the uses of public funds are changed from supporting local
infrastructure to supporting statewide coverage expansion, the willingness of local governments to contribute at today’s levels will change as well—likely downward—and federal
matching payments will follow suit. Without a federal waiver, this could lead to a substantial
loss of funds to the state. This topic of local willingness to fund coverage expansion is tangential to this report, but was central to a similar report on Massachusetts. The extent to which
local support might decline is discussed further there (Holahan et al. 2004).
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Notes
1. GNYHA (n.d., pp. 5–6) explains why hospitals have
difficulty determining in advance who qualifies for
charity.
2. Centers for Medicare and Medicaid Services, Office of
the Actuary, National Health Expenditure Data (http://
www.cms.hhs.gov/statistics/nhe).
3. See also appendix D, table A.D.2.
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4. Some people appear in the sample twice because
interviews are conducted over multiple years. The
person-level weight is different for each year’s record.
Because of MEPS’s sample design, and to increase the
number of observations, we leave in all persons who
appear in multiple years’ data files.
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5. Comparing the projected 2005 total expenditures to
actual expenditures, an inflation factor of 1.130 is used
for 2003, 1.2033 for 2002, and 1.3037 for 2001 (CMS,
“Health Accounts,” http://www.cms.hhs.gov/statistics/
nhe).
6. The nonelderly with only full-year Medicare coverage
represented 0.78 percent of the weighted CPS sample (of
nonelderly people in Northeast), and 0.74 percent of the
weighted MEPS sample.
7. Agency for Healthcare Research and Quality, MEPS
HC-079 2003 Full Year Consolidated Data File
Documentation, 2.6.11.1 “Expenditures Definition,”
November 2005.
8. Full-year uninsured people have no coverage any time
during the year from either private insurance or
Medicaid; part-year uninsured people report from 1 to
11 months without any insurance coverage.
9. The estimation method has two parts: a logistic
regression model of the probability of having any
medical spending, and a model of the amount of
medical spending for people with positive expenditures.
This approach is appropriate for estimating a statistical
model of medical spending because spending data are
not normally distributed due to a large share of people
who have no spending and a small share who have very
high spending. The 17 chronic conditions (8 in the
children’s models) are aggregations of the three-digit
ICD-9-CM codes into similar and clinically meaningful
categories. The ICD-9-CM codes and accompanying
data are stored in each year’s MEPS-HC Medical
Conditions file.
10. Good explanations of DSH and UPL can be found in
Schwartz et al. (2006) and Rousseau and Schneider
(2004).
11. Written materials are listed in the references at the
end of this document; other materials are referenced
in text or notes; interviewees included local, state, and
federal officials, representatives of health care provider
associations, and outside observers.

12. Providers, however, may perceive even time-limited
non-service-related funding as a source to cover
ongoing shortfalls in patient care or other operations.
In New York, for instance, the head of a hospital
association testified that hospital lobbying for 2006–
2007 support had to “start the State budget discussions
from behind” because of the end of a “critically
important annual funding source”—which was one that
had always been designated as only transitional, some
$250 million annually under Medicaid’s Community
Health Care Conversion Demonstration Project, or
CHCCDP (GNYHA 2006a, p. 14).
13. This section relies heavily upon Manatt (2006), HANYS
(2006a, b), and OSC (2003), in addition to interviews.
14. In declining order of size, these component pools cover
(1) voluntary hospitals that provide at least a minimum
amount of uncompensated care, (2) public hospitals,
(3) “high-need” voluntary hospitals, that is, ones whose
uncompensated care exceeds 4 percent of total costs,
and (4) teaching hospitals with uncompensated care
need that lost some graduate medical education funding
under the extension of HCRA that passed in 2000.
These pools’ subsidies to the public hospitals are limited
in recognition of their ability to tap other sources of
support for uncompensated care that are available to
voluntary hospitals.
15. New York’s rules do not allow publicly traded forprofit hospitals, and proprietary facilities owned by
individuals have a very small market share.
16. Two rationales have been cited to support holding
down major public hospitals’ share of the main BDCC
pool: Without any limit, these public facilities’ high
rates of BDCC would claim most of the main pool’s
money; moreover, the major public hospitals, unlike the
voluntary ones, have the ability to draw down additional
support by using local governmental funds as a match
for federal Medicaid funding.
17. On average, reports GNYHA (n.d., p. 5), the BDCC
pool pays half of hospitals’ BDCC, ranging from below
20 percent to above 80 percent for individual facilities.
State sources report that there was no increase in
hospitals’ reported aggregate BDCC need between
2002 and 2004 (most recent available year)—when the
totals were $1.615 billion and $1.646 billion respectively
(personal communication).
18. In declining order of size, these three components for
voluntary hospitals cover an additional high-need
adjustment for the “over 4 percent” hospitals described
above, rural institutions partly as a flat grant per
institution but mainly based on need, and the balance
for all voluntary hospitals in accordance with the
progressive allocation formula of the general indigent
care pool.
19. Four subcategories of D&TCs each have their own
earmarked allotment: voluntary centers, clinics operated
by HHC of NYC, other public facilities, and new and
expanded D&TCs.

20. For example, Rosenbaum et al. (2006. p. 20). However,
according to interviewees, the 2006–2007 state budget
increased average pool funding by one-sixth through
June 2007, when the 2005 version of HCRA expires.
21. We considered using the 90 percent uninsured
percentage shares found by a Massachusetts audit of
its uncompensated care pool (Holahan et al. 2004).
However, differences between the two states make the
Massachusetts uninsured share unlikely to be accurate
for New York. Lacking a satisfactory way to estimate
the share of BDCC attributable to the uninsured, we
count 100 percent of BDCC as a cost of uninsurance
(table 1 above) and 100 percent of all BDCC payments
as revenues related to the uninsured, maintaining
consistency across the two sections of this report.
22. On the interaction between UPL and DSH, see CMS
(2002).
23. Under federal rules, non-HHC public hospitals in
New York State would not benefit from and so do not
receive UPL payments, because such payments would
offset their DSH cap payments. The latter payments
are calculated based on a hospital’s losses on Medicaid
patients and the uninsured. Since UPL payments
to a hospital reduce its losses on Medicaid patients,
the hospital’s permitted DSH payments fall as UPL
payments rise. Among local government entities in the
state, HHC is unique in that it operates 11 acute-care
hospitals across which DSH and UPL payments can be
traded off. The HHC hospitals receiving UPL payments
forego about $75–$100 million in DSH payments,
according to interview information; the others receive
the maximum allowable DSH.
24. The temporary increase in the federal DSH cap for
individual hospitals was available during SFYs 2003–
2004 and 2004–2005, when each facility’s maximum
DSH could be up to 175 percent of its losses on the
uninsured and Medicaid patients, rather than 100
percent as usual. The state could not then pay each
public hospital its full, individually permissible DSH
payment without breaching the statewide aggregate
cap on DSH payments. The remainder of each public
hospital’s permitted DSH payment for those two years
is, in effect, being “stretched out” over subsequent fiscal
years, incorporated into reconciliation of each hospital’s
losses, known with certainty only two years later.
25. Other public hospitals, which interviewees said were
far smaller than those included here, are not included.
Nor does table 17 include the three large state medical
school hospital systems, which interviewees suggested
are not known as safety net facilities.
26. Multiple sources were consulted, including, for New
York City, HHC (2006a), Chan (2006a, b), OSC
(2005), and Independent Budget Office (2005); for
Erie County, Office of the Erie County Comptroller
(2006) and OSC (2004a); for Nassau County, Nassau
County (2005), Nassau Health Care Corporation (2005,
2006), and Nassau University Medical Center (2006);
for Westchester County, Klein (2005), New York Times
(2006), Philippidis (2006), and Westchester County

(2006). It is difficult within the scope of work of a
project like this to untangle the numerous funding
flows between localities and the PBCs. In recent years,
substantial funds have been allocated on a nonrecurring
basis to cope with budget gaps, but our estimate focuses
upon recurring revenues.
27. HHC (2006b).
28. For similar rationales for supporting hospitals generally,
see HANYS (2004).
29. Data come from MedPAC (2004).
30. See, for example, Wynn et al. (2002) and CMS (2006).
31. Holahan et al. (2004).
32. This general argument made here was taken from
our previous report, Caring for the Uninsured in
Massachusetts: What Does it Cost, Who Pays, and
What Would Full Coverage Add to Medicaid Spending?
(Holahan et al. 2004).
33. Institute of Medicine (2003). We note in addition that
expert sources in New York suggested that in their
opinion, since HCRA’s deregulation of hospital rates,
private payers have not paid enough above cost to
subsidize the uninsured, contrary to the typical situation
nationwide.
34. Institute of Medicine (2003).
35. See for example, GNYHA (2006a).
36. Two points can be made in defense of New York
hospitals’ view. First, federal DSH law considers
Medicaid and uninsured shortfalls together in setting
the annual facility-specific DSH cap. Second, the
Medicaid and uninsured populations are both mainly
disadvantaged, low-income people; and individual
Medicaid recipients can often be uninsured during
periods when they lose Medicaid eligibility.
37. We obtained 2004 hospital cost report data for the
limited purpose of computing the Medicaid shortfall, a
year more current than the 2003 data used in our cost
calculations above. The 2004 data show uncompensated
care of $1,777 million, very close to our estimated
$1.8 billion for 2005. To show hospital financial
condition, we also obtained the state Indigent Care pool
calculation of hospitals’ BDCC “need” for 2006, which is
$1,646.4 million. The closeness of these other estimates
strongly supports the validity of our two methodological
approaches to estimating costs of uninsurance.
38. A lower figure of about $1.5 billion is often given for
the shortfall, which is the aggregate industry shortfall
after the receipt of UPL subsidies by three hospitals.
Our main analysis at table 15 and this supplemental
comparison in table 20 count these UPL payments as
one of many subsidies that give hospitals extra revenue
to offset their costs of caring for the disadvantaged.
39. Table 20 presents information on the Medicaid
shortfall from the hospital perspective. That there is
a shortfall, which derives from hospital ambulatory
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services, is widely accepted in New York, as seen in
our interviews and in hospitals’ legislative testimony
(e.g., HANYS 2005, 2006b; GNYHA 2005, 2006a).
The statewide hospital shortfall presented in this
table comes from data extracted from exhibit 47 of
hospital’s institutionalized cost reports (ICRs) to the
state (GNYHA 2006b). Hospitals use this exhibit to
report their calculations of Medicaid shortfalls and of
uncompensated care, and the state uses this information
in calculating facility-specific DSH caps under federal
rules, as discussed above. Table 20 simply compares
Medicaid shortfalls from the hospital perspective
with this report’s estimates of hospital subsidies that
relate to uninsurance. Neither exhibit 47’s accounting
assumptions about hospital costs and revenues from
Medicaid, nor Medicaid hospital payment policy
generally, were investigated for this report. A full
examination would need to consider exhibit 47’s
accounting in more depth, including the allocation
of revenues from Medicaid managed care plans and
how Medicaid expenses are derived from the total. We
note here only that different approaches to calculating
revenues and costs could well yield different estimates
of the shortfall. Statewide net hospital revenues from
Medicaid as reported in exhibit 47 also appear to
differ from those reported in exhibit 46 on net patient
revenues by service and by payer, as well as from the
Medicaid payments to hospitals reported on federal
form HCFA/CMS-64. Exhibit 47 expenses also appear
to differ from those calculated by a cost-to-chargeration step-down approach from ICR data.
40. Manatt (2006).
41. See appendix C; dollar figure from Division of the
Budget (2006a). Beginning in state FY 2005–2006,
hospitals also pay a separate tax of 0.35 percent on
their gross receipts, not to exceed $106 million per
year (see DOH 2005). This tax is not part of HCRA
and not dedicated to health uses. Similar taxes have
been imposed in the past. For rates over time see DOH
(2006).

42. See DOH (2005).
43. Independent Budget Office (2006), especially table, p.
48, which projects a negative balance of $1.0 billion
at the close of 2008–2009 under the current HCRA
Financial Plan. HCRA must, however, be reenacted
before the current iteration expires in July 2007.
44. MedPAC (2006, p. 15) notes, “At the request of
the Federal government, the State discontinued
intergovernmental transfer payments in 2005–06
pending Federal approval of a State Plan Amendment
(SPA). The SPA was approved late in the 2005–06
fiscal year for a one-year term only and must be
resubmitted annually. These payments are related to
disproportionate share hospital payments to public
hospitals throughout the State, including those operated
by the New York City Health and Hospital Corporation,
SUNY and the counties. If these payments are not
approved in 2006–07 and beyond, the State’s health care
financing system could be adversely affected.”
45. See discussion in Coughlin, Bruen, and King (2004).
46. The Greater New York Hospital Association has
expressed strong opposition to using BDCC pool funds
to finance coverage expansion, unless the new coverage
is truly universal and supported by major new infusions
of funds (GNYHA n.d., pp. 6–7).
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