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Hospital prices are the main driver of rising health care 
spending in the US

Sources: HCCI, 2022; CMS NHE Fact Sheet, 2024

• Hospital prices paid by 
private insurers have 
increased faster than for 
other types of services

• Spending on hospital 
care accounted for $1.5 
trillion in 2023



In the commercial insurance market, hospitals leverage their 
market power to sustain high prices, a situation worsened by 
consolidation



This growing cost burden is primarily felt by individuals and 
families through higher premiums, increased out-of-pocket 
spending, stagnant wages, and job losses 



In the absence of strong action at the federal level, states have 
taken the lead in pioneering innovative policies to control 
hospital prices and spending

Sources: Liu JL et al. 2021; Congressional Budget Office, 2022



In the absence of strong action at the federal level, states have 
taken the lead in pioneering innovative policies to control 
hospital prices and spending

Sources: Liu JL et al. 2021; Congressional Budget Office, 2022

Modeling studies predict that 
price regulation will be most 
effective



Oregon SEHP Hospital Payment Caps (SB1067) 



Commercial prices for hospital services have increasingly 
diverged from Medicare rates
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Rising prices increase premiums, which consume a growing 
share of state budgets

Source: Urban Institute 
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In 2017, Oregon introduced legislation (SB1067) to cap 
hospital facility prices for care provided to state employees 
and dependents

Caps hospital facility prices at:

• 200% of Medicare for in-
network services

• 185% of Medicare for out-of-
network services

At 24 large, urban hospitals for 
care provided to state 
employees and dependents.



So presumably any hospitals with prices above the cap…
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So presumably any hospitals with prices above the cap… will 
have to reduce their prices to comply with the legislation
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So presumably any hospitals with prices above the cap… will 
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But there’s also a 
potential for prices 

to increase to the cap



Source: Murray et al., 2024; Murray, Norton, Ryan, 2024

Earlier this year, colleagues and I evaluated Oregon’s policy 
and found promising results

Preview of Findings: 
• Inpatient facility prices declined by 3%

• Outpatient facility prices declined by 25%

• Outpatient out-of-pocket spending 
declined by 9.5%

• The plan saved over $100 million in the 
first 2 years

• Members saved almost $2 million in 
outpatient out-of-pocket expenditures 
over the same period



Source: Murray et al., 2024



Source: Murray et al., 2024



Our evaluation found that, after implementation, inpatient 
prices declined 3% and outpatient prices declined 25%

Source: Murray et al., 2024



Outpatient out-of-pocket spending declined by 9.5% 
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Oregon’s payment cap generated over $100 million in savings 
in the first two years and three months

$11.5 $96.0 
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Total savings

Out-of-pocket
 savings
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Murray, Norton, & Ryan, 2024



Preliminary research suggests that the cap has had minimal 
impacts on hospitals’ ability to operate or patient experience

Anecdotally, all hospitals have remained 
in-network and none have had to close

Our research found:

• no evidence of “cost-shifting,” 
consistent with the broader literature

• and early evidence that hospital 
margins have remained strong, and 
patient experience of care has remained 
unchanged.

Pre-Period (2014-2019) Post-Period (2020-2022)

Oregon Washington Oregon Washington

Hospital-years, n 110 205 66 123

Unique hospitals 22 41 22 41

Operating margins related 
to patient care, %

19.8 18.1 12.7 13.7

(9.9) (9.6) (10.8) (13.2)

Commercial margins, %
54.6 48.7 47.8 46.6

(9.2) (13.6) (11.3) (14.3)

Patients rating the hospital 
9 or 10 out of 10, %

73.1 70.0 71.9 67.6

(4.9) (6.6) (5.8) (6.5)

Patients would definitely 
recommend the hospital, 
%

74.9 71.9 74.3 68.9

(6.3) (7.4) (7.1) (7.6)



New York Fair Pricing Act (S705/A2140) 



Medicare and commercial plans have long paid higher rates 
for services delivered in hospitals than those delivered in 
doctors’ offices

Average Commercial Price for a 
New Patient Office Visit in New York State

Current Procedural Terminology Code 99202

Total payment = $436.11

• $73.84 for the physician’s time and effort

• $362.27 for the operational costs of the facility

Total payment = $88.39

• $88.39 for the physician’s time and effort, and the 
operational costs of the physician’s practice

Source: Murray, Janjua, & Whaley, 2025

The price for a new patient office visit in the hospital is nearly 5X 
the price in the doctor’s office



These site-of-care differentials drive vertical integration, 
which increases prices

Source: Avalere Health, 2024



Site neutral payment policies have focused on addressing site-
of-care payment differentials for routine services in Medicare



This legislative session, New York introduced first-of-its-
kind site neutral legislation for the commercial market: 
The Fair Pricing Act (S705/A2140) 



Price caps, referencing Medicare payments, have been a 
prominent state policy approach to target outlier prices

1) Price caps vs. averages: 
Caps focus on curbing the highest, most 
egregious prices while allowing insurers and 
providers to negotiate for prices below the 
cap

2) Referencing Medicare vs. 
commercial rates:
Medicare rates reflect the underlying costs 

of care and do not incorporate the bargaining 
leverage of insurers and providers, making 
them an impartial benchmark

150% cap

Any prices exceeding the 
cap will be reduced to the 

cap level or below

Source: Murray, Janjua, & Whaley, 2025

Commercial price as a 
percentage of Medicare (%)



On average, Medicare pays just $80.80 for new patient office 
visits in doctors' offices in New York

Average Commercial Price for a 
New Patient Office Visit in New York State

Current Procedural Terminology Code 99202

Total payment = $436.11

• $73.84 for the physician’s time and effort

• $362.27 for the operational costs of the facility

Total payment = $88.39

• $88.39 for the physician’s time and effort, and the 
operational costs of the physician’s practice

Source: Murray, Janjua, & Whaley, 2025

The price for a new patient office visit in the hospital is nearly 5X 
the price in the doctor’s office
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The price for a new patient office visit in the hospital is nearly 5X 
the price in the doctor’s office

540% of the 
Medicare office rate



On average, Medicare pays just $80.80 for new patient office 
visits in doctors' offices in New York

Average Commercial Price for a 
New Patient Office Visit in New York State

Current Procedural Terminology Code 99202

Total payment = $436.11

• $73.84 for the physician’s time and effort

• $362.27 for the operational costs of the facility

Total payment = $88.39

• $88.39 for the physician’s time and effort, and the 
operational costs of the physician’s practice

Source: Murray, Janjua, & Whaley, 2025

The price for a new patient office visit in the hospital is nearly 5X 
the price in the doctor’s office

109% of the 
Medicare office rate

540% of the 
Medicare office rate



The Fair Pricing Act, if applied to all settings and facilities in 
New York, could save New Yorkers $1.14 billion annually
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Under the Fair Pricing Act, patients could save up to 
$213 million in out-of-pocket expenses for routine services
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Under the Fair Pricing Act, patients could save up to 
$213 million in out-of-pocket expenses for routine services
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Summary

• Prices for routine services are much 
higher in hospital settings.

• The Fair Pricing Act could save New 
Yorkers $1.14 billion annually.

• Patients could save up to $213 
million in out-of-pocket expenses.

• Even with higher caps (200%–
400% of Medicare), significant 
savings could still be achieved.



Savings Estimates for Indiana



Relevant Indiana Bills

1) State Employee Health Plan Payment Caps (HB1502)

2) Commercial Payment Caps for Top 5 Health Systems (HB1004)

3) Site-Neutral Payment (HB1003/SB370)



Data Sources

Source: Murray, Whaley, Fuse Brown, Ryan, 2024

Data sources Main variables

Employer Hospital Price Transparency Study, 
Round 5 (2022)*

Number of outpatient services

Number of inpatient stays

Commercial price relative to Medicare payment per outpatient facility 
service (%)

Commercial price relative to Medicare payment per inpatient facility stay 
(%)

Average commercial facility price per outpatient service ($)

Average commercial facility price per inpatient stay ($)

National Academy for State Health Policy 
Hospital Cost Tool (2022)**

Commercial hospital operating profit ($)

Commercial net patient revenue ($)

Commercial hospital operating profit margin (%)

Center on Health Insurance Reforms’ 2022 
State Employee Health Plan Survey***

State employees as a share of employer-sponsored insurance population 
(%)



200% cap on hospital facility prices

• Applies to 58k state employees and 
dependents (1.67% of ESI market)

• Applies to 55 large, urban hospitals

SEHP Hospital Payment Caps (HB1502): 
Indiana could have saved $83 million in 2022

Hospital Inpatient Facility 
Relative Prices

Outpatient Facility 
Relative Prices

Savings in 
mill

Indiana University Health 340% 393% $14.62

Parkview Hospital 347% 521% $8.37

Ascension St. Vincent Hospital 308% 434% $5.58

Community Health Network 
Inc.

274% 437% $4.18

Ascension St. Vincent Evansville 343% 515% $3.48

Deaconess Hospital 302% 294% $3.30

Franciscan Health Indianapolis 322% 353% $3.20

IU Health Bloomington 
Hospital

374% 484% $2.54

Community Hospital of Indiana 
Inc.

349% 366% $2.33

Hendricks Regional Health 237% 427% $2.10

Relative prices and estimated savings from the 10 hospitals 
with the highest savings

Source: Murray, Whaley, Fuse Brown, Ryan, 2024



Hospital Payment Caps (HB1004): 
Indiana could have saved $2.3 billion in 2022

Health System
Number of 
affiliated 
hospitals

Average 
inpatient facility 
relative prices, 

%

Average 
outpatient facility 
relative prices, %

Savings to 
Indiana 

purchasers & 
patients

in millions, $

Current 
commercial 

operating 
profit 

margin, %

Commercial 
operating 

profit margin 
under HB1004, 

%

Ascension Health 15 304.3 425.0 339.1 58.6 49.6

Community Health 
Network 5 328.5 392.7 366.4 59.8 45.6

Franciscan Health 9 301.0 334.2 327.8 58.8 45.7

Indiana University Health 11 349.6 372.2 878.1 49.7 33.5

Parkview Health System 7 328.7 448.4 351.6 52.6 35.1

TOTAL 47 -- -- 2,263.1 -- --

Source: Murray & Whaley, 2025

Under HB1004, hospitals affiliated with the five largest 
health systems in the state would lose their non-profit 
status if hospital prices exceed 200% of Medicare 

Estimated savings to Indiana purchasers and patients by health system



Hospital Payment Caps (HB1004):
Indiana could have saved $1.3 billion in 2022

Health System
Number of 
affiliated 
hospitals

Average 
inpatient facility 
relative prices, 

%

Average 
outpatient facility 
relative prices, %

Savings to 
Indiana 

purchasers & 
patients

in millions, $

Current 
commercial 

operating 
profit 

margin, %

Commercial 
operating 

profit margin 
under HB1004, 

%

Ascension Health 15 304.3 425.0 301.8 58.6 50.7

Community Health 
Network 5 328.5 392.7 263.3 59.8 50.5

Franciscan Health 9 301.0 334.2 201.3 58.8 51.7

Indiana University Health 11 349.6 372.2 335.8 49.7 44.5

Parkview Health System 7 328.7 448.4 223.5 52.6 42.8

TOTAL 47 -- -- 1,325.7 -- --

Source: Murray & Whaley, 2025

Under HB1004, hospitals affiliated with the five largest 
health systems in the state would lose their non-profit 
status if hospital prices exceed 300% of Medicare 

Estimated savings to Indiana purchasers and patients by health system



Site-Neutral (HB1003/SB370):
Indiana could have saved $X in 2022

Impact for Indiana in progress…

Stay tuned for results!
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