
UNDERSTANDING HOSPITAL GLOBAL 
BUDGETS: PROMOTING SUSTAINABILITY FOR 

HOSPITALS, STATES, AND CONSUMERS 

Despite signiǶcant investments to lower the cost 
of care in states across the country, health care 
affordability challenges persist nationwide. Rampant 
health system consolidation has expanded large 
health systems’ leverage to set higher prices that are 
often passed along to consumers in the form of higher 
premiums and out-of-pocket costs. At the same time, 
far too many hospitals rely on outdated, unreliable 
payment structures that incentivize care volume over 
the actual health care needs of a community.

Solutions like value-based care, or “patient-Ƕrst 
care,” provide a more reliable Ƕnancial alternative 
for these facilities by establishing more stable 

and predictable funding sources for hospitals and 

controlling skyrocketing costs. A broader shift toward 
these models of care is essential to building a more 
resilient health care system that bends the health care 
cost curve long-term. 

States looking to improve the reliability of these 
funding mechanisms and control these costs have 
a range of alternative payment models to consider. 
Hospital global budgets represent a proven solution 
and provide states with a more sustainable, predictable 
Ƕnancing system while also improving health outcomes 

and lowering health care costs for consumers, 
employers, and cash-strapped state budgets.

Hospital global budgets provide a reliable and consistent form of funding. 

These payment mechanisms include a fixed payment that covers all inpatient 

and outpatient services based on the patient population’s expected costs, 

regardless of the number of services provided.

WHAT ARE HOSPITAL GLOBAL BUDGETS?

HOSPITAL GLOBAL 

BUDGETS IN ACTION

New York Hospital 

Experimental 

Payment Program

Maryland All-Payer 

Model and Total 

Cost of Care (TCOC) 

Models

Pennsylvania Rural 

Health Model 

(PARHM)

States Advancing 

All-Payer Health 

EfǶciency Approaches 
and Development 

(AHEAD) Model 

•	 Participating states: 
CT, HI, MD, NY, RI, VT
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https://www.americanprogress.org/article/health-insurance-costs-are-squeezing-workers-and-employers/?utm_source=chatgpt.com
https://unitedstatesofcare.org/priorities/value-based-care-patient-first-care/
https://unitedstatesofcare.org/priorities/value-based-care-patient-first-care/
https://rhrco.org/a-snapshot-of-the-pennsylvania-rural-health-model-parhm/
https://www.mathematica.org/publications/evaluation-of-the-maryland-total-cost-of-care-model-quantitative-only-report-for-the-models-first
https://jamanetwork.com/journals/jama/article-abstract/363965
https://jamanetwork.com/journals/jama/article-abstract/363965
https://jamanetwork.com/journals/jama/article-abstract/363965
https://www.cms.gov/priorities/innovation/innovation-models/md-tccm
https://www.cms.gov/priorities/innovation/innovation-models/md-tccm
https://www.cms.gov/priorities/innovation/innovation-models/md-tccm
https://www.cms.gov/priorities/innovation/innovation-models/md-tccm
https://www.cms.gov/priorities/innovation/innovation-models/pa-rural-health-model
https://www.cms.gov/priorities/innovation/innovation-models/pa-rural-health-model
https://www.cms.gov/priorities/innovation/innovation-models/pa-rural-health-model
https://www.cms.gov/priorities/innovation/innovation-models/ahead
https://www.cms.gov/priorities/innovation/innovation-models/ahead
https://www.cms.gov/priorities/innovation/innovation-models/ahead
https://www.cms.gov/priorities/innovation/innovation-models/ahead
https://www.cms.gov/priorities/innovation/innovation-models/ahead


BENEFITS OF HOSPITAL GLOBAL BUDGETS

HOSPITAL GLOBAL BUDGETS AND CMS’ RURAL HEALTH TRANSFORMATION PROGRAM

Hospital Ƕnances today are largely tied to an outdated, unsustainable “fee-for-service” model that 
determines hospital payment by how many services are provided. Because service volume can 
Ƿuctuate wildly from month to month, many independent, rural, and safety-net hospitals face Ƕnancial 
uncertainty. By contrast, hospital global budgets provide a reliable and consistent form of funding. 

These payment mechanisms include a Ƕxed payment that covers all inpatient and outpatient 
services based on the patient population’s expected costs, regardless of the number of services 
provided. These payments are typically adjusted annually for each hospital, taking into account 
demographic changes, service mix, market dynamics, payer mix, and community needs.

Hospital global budgets work best when all hospitals and payers, including Medicare, Medicaid, 
and commercial payers, participate, which promotes stability, maximizes cost savings, and expands 
population health beneǶts. Hospitals meeting these and other certain performance or savings targets 
can also qualify for bonus payments and the opportunity to retain certain savings to reinvest in services 
people need.

Adopting hospital global budgets provides hospitals with a guaranteed income over the course 
of a year, regardless of changes in utilization or payer mix due to federal or state policy changes. 
They bring independent, rural, and safety-net hospitals the Ƕnancial stability needed to sustain care 
delivery in low-volume areas while also paying large health systems more appropriately.

A shift toward hospital global budgets also allows hospitals more Ƿexibility to engage in strategic 
thinking, plan for the future, and invest in the communities they serve. Predictable payments through 
hospital global budgets right-sizes hospital payments, disincentivizes spending on low-value care, 
preserves patient access, provides the opportunity to spend more time and resources on chronically 
underinvested services like preventive, primary, and community-based care.

The Centers for Medicare & Medicaid Services’ Rural Health Transformation Program provides 
states with a new opportunity to leverage federal funding to improve hospital Ƕnancial sustainability 
through patient-Ƕrst care models like hospital global budgets. This program offers a pathway to more 
predictable payments to ensure people, including those living in rural areas, maintain reliable access 
to care. States are well-positioned to leverage these funds to adopt hospital global budgets and other 
sustainable payment models that promote Ƕnancial stability, invest in underresourced communities, 
and meet everyday peoples’ needs.
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https://sourceonhealthcare.org/provider-rate-regulation/global-budgets/#:~:text=The%20global%20budget%20model%20also,and%20low%2Dvalue%20hospital%20care.
https://unitedstatesofcare.org/wp-content/uploads/2025/07/RuralHealthTransformationFund.pdf

