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Background

The Minnesota Department of Health is required to issue an annual report on community benefit
provided by Minnesota hospitals. This report describes community benefit provided in 2007 and
includes the following information from each hospital:

e Cost of charity care (also referred to as “community care”);

e Underpayment for services provided under state health care programs (the difference between
payments for services provided to public program clients and the cost of providing these
services);

e Cost of conducting research;

e Cost of providing medical education;

e Community health services cost (examples include community health education, community-
based clinical services such as free clinics and screenings, health support services, and self-help
programs);

e Financial and in-kind contributions;

e Costs of community building activities (examples include economic development activities,
community support system enhancements, environmental improvements, and leadership
development training for community members);

e Costs of community benefit operations (the cost associated with dedicated staff, and other costs
associated with community benefit strategy and operations); and

e Costs of operating subsidized services (services that operated at a financial loss, such as trauma
services, burn units, and neonatal intensive care units).

For purposes of this report, community benefit does not include the cost of bad debt or underpayment
for Medicare services. In addition, community benefits reported are net of any offsetting revenues that
hospitals received for these activities.

Findings

In 2007, Minnesota hospitals reported approximately $636.7 million in community benefit, which
accounted for about 6.0 percent of total hospital operating expenses (see Table 1). As the single largest
category, state public program underpayments accounted for about 44 percent of total community
benefit, or $278 million (see Figure 1). Charity care and the cost of operating subsidized services each
represented about 16 percent of total community benefit, or about $100 million, respectively. The cost
of providing medical education amounted to about 14 percent of hospital community benefit, or $86.5
million.

The cost of operating community benefit programs, community building activities and health services
accounted for almost 8 percent of total community benefit in 2007, or $48.5 million.

! Minnesota Statutes, Section 144.699, subdivision 5.
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Table 1
Minnesota Hospital Community Benefit by Category, 2007

Community Percent of

Benefit gperatlng

Xpenses
Charity Care $101,156,116 0.9%
State Health Care Program Underpayments $277,664,461 2.5%
Operating Subsidized Services $100,709,968 0.9%
Education $86,461,661 0.8%
Research $6,895,732 0.1%
Community Health Services $36,437,137 0.3%
Financial and In-Kind Contributions $15,288,966 0.1%
Community Building Activities $3,705,123 0.0%
Community Benefit Operation $8,335,231 0.1%
Total $636,654,395 5.7%

Source: MDH, Health Care Cost Information System

Figure 1
Distribution of Hospital Community Benefit, 2007
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Community benefit varies by hospital characteristics, as shown in Table 2. For example, community
benefit at Minnesota hospitals as a percentage of operating expenses ranged from 3.4 percent in the
South Central Minnesota to 7.2 percent in the Northeast. On average, community benefit at rural
hospitals in 2007 accounted for 5.3 percent of operating expenses, compared with 5.8 percent at urban
hospitals.

In 2007, community benefit provided by government-owned hospitals accounted, on average, for 8.9
percent of operating expenses, compared with 5.3 percent at Minnesota’s private nonprofit hospitals.
The two small hospitals in Minnesota that operate as for-profit facilities provided community benefit
equal to one-half of one percent of operating expenses in 2007.

Table 3 shows community benefit by hospital. It is important to note that direct comparisons across
hospitals should be done with some caution. For example, not all hospitals were able to fully report
offsetting revenues for community benefit, and some hospital systems had difficulty allocating their
community benefit across individual hospitals.

Table 2
2007 Hospital Community Benefit by Hospital Size, Region, and Ownership
Total Percent of
Community Operating
Benefits Expenses
All Hospitals $636,654,395 5.7%
Number of Beds
Less than 25 $20,349,756 6.0%
25-49 $72,108,777 5.7%
50-99 $82,842,415 6.2%
100-199 $84,592,068 5.6%
200 or more $376,761,379 5.6%
Region
Central $51,152,191 4.5%
Twin Cities Metropolitan $408,152,695 6.4%
Northeast $62,993,388 7.2%
Northwest $17,303,652 7.0%
South Central $16,477,126 3.4%
Southeast $53,828,130 3.6%
Southwest $18,027,153 5.8%
West Central $8,720,060 4.5%
Rural $110,383,076 5.3%
Urban® $526,271,319 5.8%
Ownership
Government $120,755,853 8.9%
Private Nonprofit $515,766,447 5.3%
Private For-profit $132,095 0.5%

Number of beds refers to available beds, which are acute care beds that are immediately available for use or could be brought online within a short
period of time.

Source: MDH, Health Care Cost Information System

2 Includes the following counties that are part of metropolitan statistical areas in Minnesota: Anoka, Benton, Carlton,
Carver, Chisago, Clay, Dakota, Dodge, Hennepin, Houston, Isanti, Olmsted, Polk, Ramsey, St. Louis, Scott, Sherburne,
Stearns, Wabasha, Washington, and Wright.
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