STATE HEALTH POLICY ISSUE BRIEF:
INCREASING HOSPITAL PRICE
TRANSPARENCY COMPLIANCE IN
STATES
March 15, 2022

WHAT IS HOSPITAL PRICE TRANSPARENCY?
Hospital price transparency requires hospitals to make standard charges for medical items
and services available and accessible to the public. The goal is to reduce opacity in the
healthcare system and empower consumers with information to choose the care that is best
for them.
The high cost of healthcare is a top financial worry for many Americans, but patients
generally do not know the cost of their care until they receive a bill.1 This greatly
disadvantages consumers, who can suffer financial hardship that may have been
preventable if they were able to make an informed choice when seeking care.2
Prices for the same medical service can vary significantly by hospital. 3,4 For example, routine
colonoscopies can range from $148 to $15,789 in just the Dallas area.5 Some consumers may
perceive that lower-cost care may not be quality care. However, the price of care does not
always directly correlate to quality, so consumers should use available price and quality tools
to inform decisions about where to receive care.6 Price transparency will allow consumers to
see prices, compare them from provider to provider, and shop for the best rates. This will give
patients more control over their health and finances.
Recent federal regulatory efforts have aimed to make hospital prices more transparent. In
November of 2019, the Centers for Medicare and Medicaid Services (CMS) finalized a rule
effective January 1, 2021, that required U.S. hospitals to provide accessible pricing information
online by making it publicly available in two ways: 1) a machine-readable file listing five types
of standard charges, including those negotiated with insurers, for all items and services, and
2) a consumer-friendly list of the same five types of standard charges for a limited set of
shoppable services.7 The rule specifies the limited set as 70 CMS-specified shoppable services
required by all hospitals and at least 230 hospital-selected shoppable services for a combined
total of at least 300 shoppable services at each hospital. This rule stipulated a civil monetary
penalty of $300 per day for those hospitals that are noncompliant.8 The two formats for price
information serve differing purposes. The machine-readable file allows third-party
companies to create user-friendly websites that patients can use for comparison shopping,
enables patients to do their own evaluation, and facilitates research analysis to determine
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relevant patterns. The consumer-friendly list of charges for shoppable services is readily
accessible for consumers and can be used to make decisions about planned, non-emergent
care.
Hospital compliance with this rule has been subpar since it took effect. Last year, only 53
percent of hospitals in the U.S. disclosed any prices, 9,10 and an estimated 14.3 percent were in
full compliance.11 This hinders consumers from comparing prices for services in their area
thoroughly. At the end of 2021, CMS had not fined any hospitals for noncompliance. 12
Healthcare price transparency garners bipartisan support at the federal level, and 88 percent
of Americans believe the government should make hospitals disclose prices. 13,14 Under
guidance from the Biden Administration,15 the Department of Health and Human Services
finalized a rule in November 2021 to increase the financial penalties for noncompliance with
the Trump Administration rule.16 Hospitals in violation of the rule will now be fined a
minimum of $109,500 to upwards of $2,000,000 for a full year of noncompliance. This rule
took effect on January 1, 2022.17
BENEFITS OF HOSPITAL PRICE TRANSPARENCY
In 2020, the U.S. spent 19.7 percent of its Gross Domestic Product on healthcare—up from
17.6 percent in 2019, largely attributable to the COVID-19 pandemic.18 Last year, 51 percent of
adults surveyed reported that they had delayed or gone without certain medical care during
the past year due to cost.19 Higher out-of-pocket costs are a particular concern, with 46
percent of adults reporting difficulty affording costs not covered by their insurance. 20 Giving
families the ability to plan for future healthcare expenses and make comparisons across
providers could result in fewer people delaying necessary care. This has the potential to help
improve health outcomes for Americans by properly managing illnesses and chronic
conditions and decreasing the need for higher acuity care.
Prices for services can vary greatly from hospital to hospital. Hospitals are more likely to
disclose their prices if others in the area do as well. 21 This compliance effect will benefit
consumers who take advantage of available pricing information to shop for services.
However, it also indicates that those who live in an area with noncompliant hospitals may
miss out on the benefits of price transparency. Prices also vary within hospitals based on the
form of payment. Cash prices, one of the standard charges required by the CMS rule, are
often lower than commercial insurance prices for specific services.22 Transparency regarding
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these price dynamics can help consumers determine the best method to pay for services.
Notably, previous price transparency efforts in cohorts of employees have resulted in lower
costs.23,24,25
Public prices incentivize providers to compete for business. For example, the Surgery Center
of Oklahoma (SCO), a free-market surgical center posting public prices online since 2009,
has a direct-pay price of $15,499 for a total knee arthroplasty or knee replacement.26
According to Turquoise Health data, cash prices for knee replacement surgery within 100
miles of SCO range from $46,050.15 at Grady Memorial Hospital to $7,843.68 at the Oklahoma
Center for Orthopedic and Multi-Specialty Surgery.27 Of the ten providers listed, there were
only two with cash prices lower than the price at SCO.28 Dr. Keith Smith, co-founder of the
SCO, has described instances of other hospitals price-matching SCO services to prevent
losing business, resulting in direct savings for patients.29 Turquoise Health also allows
consumers to view insurance-specific rates for a selected service at a specified hospital and
receive an estimated charge that accounts for the individual’s remaining deductible for the
year, copay amount, and coinsurance percentage.30 This tool demonstrates how patients can
utilize price transparency information to make decisions about where to receive care and
the most cost-effective way to pay for a specific medical service, including through insurance
or direct-pay options. A 2019 analysis of direct-pay prices and median in-network estimates
for total knee replacement demonstrated the saliency of the price information for pricesensitive patients and concluded that disclosing prices can help patients shop for lower-cost
treatments and lead to increased competition.31
Complete pricing information can equip patients to make the best choices for themselves.
Beyond that, the public posting of standard charges should incentivize providers to create
greater value for patients. Healthcare price transparency policies, particularly for hospital
services, increase competition and drive down costs.
HOSPITAL PRICE TRANSPARENCY IMPROVEMENTS FOR STATES
As previously discussed, healthcare price transparency initiatives are widely supported by
the public and usually have bipartisan political support. Productive healthcare reforms
should lower prices and improve access through increased provider competition. States can
advance these policy goals by encouraging greater compliance with hospital price
transparency requirements. This can be achieved by codifying federal hospital price
transparency regulation into state law, allowing for stricter enforcement. States can choose
to impose penalties for noncompliance beyond the current federal civil monetary penalties.
Modeling state policies to conform to federal regulations will prevent legal discrepancies and
could lead to greater compliance. In 2021, the Texas legislature passed a bill that codified
federal hospital price transparency regulations, made price transparency a condition of
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licensure for hospital facilities, and added administrative penalties. 32 The law went into effect
on September 1, 2021, and the Texas Health and Human Services Commission published
guidance for licensed providers in February 2022 that instructed hospitals to use the same
format to comply with Texas law "that they use to comply with federal law and the CMS
hospital price transparency rules.”33,34 The law contains enforcement action steps for
noncompliant hospitals, including penalties of up to $1,000 for each day of noncompliance. 35
The bill analysis notes the author’s/sponsor’s statement of intent:
The CMS rule is designed to increase market competition and lower healthcare costs
by providing standard hospital pricing information to the public. State codification of
the rule will ensure that price transparency and consumer empowerment will
continue in Texas even if the rule is repealed or changed at the federal level.36
Other states can take similar steps to increase the likelihood of compliance with hospital
price transparency requirements. A proposed bill in Florida codifies the federal price
transparency requirement for standard charges for all items and services for medical
facilities, makes compliance a condition of licensure and adds a penalty of $500 per day. 37
Another proposed bill in Florida codifies the federal hospital price transparency requirement
for standard charges for 300 shoppable services and makes compliance a state licensure
condition.38,39 Notably, the proposed Florida laws encompass ambulatory surgical centers,
which are not currently included in federal regulation. In Virginia, a proposed bill codifies the
federal hospital price transparency regulations for hospitals into state statute and makes
compliance a condition of hospital licensure. 40,41 The Virginia bill passed the House and
Senate with the final enrolled version codifying only the requirement for hospitals to make
public the machine-readable file of all standard charges for all items and services. 42 If these
policies become law, it may result in increased compliance with hospital price transparency
regulations, which will provide state residents with better access to pricing information.
To better inform policymakers at state and federal levels, further work is needed to evaluate
the interaction of state laws and federal regulations on hospital compliance with price
transparency requirements. Analysis should specifically account for the increased dollar
amount of federal noncompliance fees that went into effect on January 1, 2022, new state
financial penalties, and the state implementation of hospital price transparency as a
condition of licensure.
Hospital price transparency policies give patients more control in how they plan for and
consume medical care and services. This can potentially contribute to increased
competition, lower healthcare costs, and improved health status. Increasing compliance
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with federal hospital price transparency requirements through codification into state law is
a policy that states can implement to put patients first.
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