
Joanna Hiatt Kim, American Hospital Association

National Council of Insurance Legislators

Spring Meeting 2024

Site-Neutral Payment Policies



Ensuring Patient Access to Care

Access to quality care is top priority for 
hospitals and health systems.

Appropriate health care system financing 
is imperative to ensuring access to 
comprehensive, quality health care services. 

Health care coverage is essential, and 
patients should not face financial barriers to 
care due to unaffordable cost-sharing or
gaps in their coverage.



What Is Site-Neutral Payment?

• “Site-neutral payment” reimburses providers same 

amount for same service, despite the setting

• Primary proposals around outpatient hospital – physician 

office and ASCs

In Theory

• Services (and care) not the same

• Settings have critical differences that must be maintained

In Practice



Cuts Endanger 24/7 Services

• Hospitals provide 24/7 

emergency care regardless of 

ability to pay

• They provide standby capability 

and disaster response

• No explicit funding for this 

safety net role



Cut Endanger Add’l Services and Standards

• BICU, NICU

• Ventilation and 

infection control

• Disaster drills



Care Is Not Equivalent

• MRI: Tale of Two Patients

• OB Ultrasound: Tale of 

Two Settings

• Infusion Therapy: Tale of 

Two Standards of Care



Services Not Otherwise Available

• Hospitals provide services not otherwise available to 

historically marginalized and low income patients 

• Relative to beneficiaries in physician offices, 

beneficiaries in hospital outpatient departments are:

• 73% more likely dually eligible

• 52% more likely enrolled in Medicare through 

disability/ESRD

• 31% more likely to be non-white

• 11% more likely to be over 85 years old



Services Not Otherwise Available

• Hospitals provide services not otherwise 

available for medically complex patients 

• Relative to beneficiaries with cancer in 

physician offices, beneficiaries with cancer in 

hospital outpatient departments are:

• 123% more likely dually eligible

• 84% more likely enrolled in Medicare 

through disability/ESRD

• 81% more likely to be non-white



Cuts Jeopardize Access to Care

• Hospital Medicare margins 

hit record low

• MedPAC:

Negative 12.7% in 2022

Negative 13% in 2024



• Medicare: $0.82 on the dollar ($99.2 billion shortfall)

• Medicaid: $0.87 on the dollar ($31 billion shortfall)

Public Payer 
Underpayments

• 8% uninsured (as high as ~17% in some states)

• Hospitals report >50% charity care dedicated to underinsured in 
high deductible plans

Uninsured, 
Underinsured 

Uncompensated Care

• Growing rates of prior authorization and coverage denials

• 50% of hospitals report $100M or more in AR >6 months

• Site of service policies leaving only highest acuity patients in 
hospital/HOPD

Commercial Squeeze



Cuts Jeopardize Access to Care

• Site-neutral cuts would make 

these negative margins even 

worse

• Especially worse for small, 

rural hospitals

• Some proposals would siphon 

$180 billion out of hospitals’ 

health care over 10 years



State-level Cuts Staggering

• Arkansas: $11.4 million

• California: $314.2 million

• Connecticut: $86.3 million

• Florida: $203.6 million

• Kansas: $81.3 million

• Michigan: $143.9 million

• Minnesota: $58.1 million

• North Carolina: $117.9 million

• North Dakota: $46.7 million

• New York: $694.2 million

• Ohio: $204.6 million

• South Carolina: $71.5 million

• Tennessee: $63.0 million

• Texas: $176.2 million

• Utah: $14.5 million



Meanwhile: Hospital Costs Are Rising

Patient Length of Stay 

2019-2022
Patient Acuity

2020-2022

Hospital Input Costs

2019-2022



Negative Impacts on Broader Community

• Cuts not only reduce access to care, 

but also negatively impact economic 

activity hospitals create 

• Jobs supported

• Services purchased from local 

businesses

• Every dollar hospital spends 

generates $2.44 in business activity



Conclusions

Site-neutral payment policies expand a growing gap in reimbursement, 
driven by chronic public payer underpayments, the 
uninsured/underinsured, and increasing squeeze by commercial payers.

Efforts to remove a critical funding source without adequate planning for 
the consequences may result in hospitals’ inability to provide the full 
scope of comprehensive care on which their communities rely.

This will be particularly true for rural, underserved communities.
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