Reining in Hospital Prices:
SITE-NEUTRAL PAYMENTS
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People from across the political spectrum overwhelmingly support policy solutions to lower the high cost of care.
United States of Care partnered with a research team at the Brown University Center for Advancing Health Policy
through Research (CAHPR) to understand the cost savings associated with implementing three state policy options
designed to lower health care costs for people and state budgets, including site-neutral (or “same service, same
price”) payment policy. These changes would align payment rates for certain health care services regardless of the
care setting in which they are delivered.

In addition to saving patients’ billions of dollars, we found that site neutral payments would also have minimal effects
on hospital finances, delivering a win-win-win for patients, state budgets, and the health care system more generally.
Our analysis also evaluates the cost savings associated with banning facility fees and commercial hospital payment caps.

The Problem

A major driver of high costs in hospital care — and health care more broadly — stems from an increasingly consolidated
system that pays more for the same services in different care settings. Current Medicare and commercial insurance
payment policies create an incentive for hospitals to purchase independent physician offices and convert them to
“hospital outpatient departments” (HOPDs). These HOPDs can charge more than an independent office for the exact
same service despite little to no improvement in care quality.

This trend toward consolidation has accelerated in recent years. Between 2012 and 2018, the number of physician
practices acquired by hospitals more than doubled; today, more than half of all physicians nationwide are now employed
by hospitals. This hospital and provider consolidation drives up costs for patients, and, unless action is taken, hospitals
will continue to be able to raise prices, increase costs throughout the system, and limit patients’ care options.

The Solution

To lower patients’ health care costs and remove hospitals’ incentives toward consolidation, states should implement
site-neutral payments by requiring commercial payers to pay no more than a set proportion of what Medicare pays
for care in non-hospital settings, regardless of where care is delivered. Similar to federal efforts to expand Medicare
site-neutral payments, this would allow states to establish limits on hospital payments and lower spending on
high-priced services while still allowing commercial plans the flexibility to negotiate rates with hospitals and other
providers below the capped limit.

The Evidence

Our analysis evaluated site-neutral payments for evaluation and management services and the 66 services
recommended by the Medicare Payment Advisory Commission (MedPAC).* We applied price caps for those services
at different levels between 100% and 400% of the Medicare payment rate in non-hospital settings in Indiana,
Massachusetts, and North Carolina. We found that, depending on the payment level selected, pursuing site-neutral
payments could result in more than $2.7 billion in savings for patients in those three states alone, underscoring the
need for other states and the federal government to advance similar reforms. The table on the following page shows
what patients’ savings would be, assuming a 100% Medicare rate cap.

*MedPAC's list of 66 services deemed appropriate for site-neutral payment policy includes 57 groups of services that can be safely provided in a
freestanding provider office and 9 groups of services that can be safely provided in an Ambulatory Surgical Center (ASC).

Read the full report here @ September 2025
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Indiana $122 $182 $304 $1.1 billion
Massachusetts S61 S179 $239 $879 million
North Carolina $62 S113 S175 $844 million
CUMULATIVE PATIENT SAVINGS ACROSS STATES $2.7 billion

Our analysis found that, even when capping payment reimbursement for select services at 100% of Medicare —
the lowest Medicare rate evaluated — there would be minimal impact on hospitals’ total operating margins. All
percentages below represent aggregate hospital operating margins before and after establishment of site-neutral

payments (at a 100% Medicare rate):

INDIANA: 21.95% — 18.9%

MASSACHUSETTS: 4.5% — 1.5%

NORTH CAROLINA: 16.9% — 15.0%

The impact on hospital finances is lessened as the rate increases, but so, too, does the impact on patient affordability.

Site-Neutral Payment Policy
Patient Cost Savings

The hypothetical scenario to the right —
applicable across all three states — shows
how a patient with 20% coinsurance
could save more than $1,000 in out-of-
pocket costs from a site-neutral policy
that caps payment at 200% of Medicare.
In this example, the patient would pay
eight times as much without site-neutral
payments in place.

Considerations for Policymakers

The flexible nature of site-neutral payments
allows states to adapt the policy, such as
adjusting the payment cap, to fit their own
needs. Given individual state dynamics,
states may consider exempting certain
safety net providers, such as critical access
hospitals, from these caps if they may be
more sensitive to its financial impact. Site
neutrality can also be paired with other
policies aimed at lowering costs and limiting
the harmful impacts of consolidation.

Example of Patient Savings Using a Site-Neutral Payment

Setting
CPT (Description)

Outpatient Hospital

42821 (Removal of
Tonsils and Adenoids)

Patient OOP Obligation 20% Coinsurance

PAYMENT WITHOUT 200% SITE-NEUTRAL PAYMENT POLICY

Current Commercial Price $5,715

Patient Coinsurance Payment $1,143

(20% of Price)

PAYMENT WITH 200% SITE-NEUTRAL PAYMENT POLICY

Medicare physician office price with $319
200% Site-Neutral Rate Medicare Non-
Hospital Payment

Commercial Price Under Site-Neutral $638
Payment Policy (200% of the Medicare
office price)

Patient Coinsurance Payment $127.60
(20% of Price)
Patient OOP Savings $1,015.40

(Coinsurance Payment Without
Site-Neutral Payment — Coinsurance
Payment With Site-Neutral Payment)
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