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State of Health Care in Indiana



Before we begin…

First and foremost, IHA appreciates its partnership with
IONL and looks forward to partnering during the 2025
legislative session and beyond, on initiatives across the
spectrum.
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Financial Performance of Indiana Hospitals

• According to a May 2024 Kaufman Hall analysis: 

• Cumulative Operating Margins:
• CY 2022: -2%
• CY 2023: 0.9%

• Nationally for CY 2023: 2.3%

• Operating expenses increased 4.6%, a higher rate than 
national levels
• Costs for medical supplies and other non-labor expenses 

increased faster than national averages

• Net Patient Revenue Per Adjusted Discharge:
• CY 2023: -1%

• Nationally for CY 2023: Increased by 0.6%
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Payor Behavior Contributes to Cash Crunch



Rural Hospitals & Birthing Unit Closures
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• Indiana has the highest risk of rural hospital closures 
in the region

• 12 Indiana rural hospitals are at high risk for closure, 
with 500 rural hospitals across the country at risk

• Indiana has seen the closure of 13 birthing units 
across the state in just the past 5 years – with 9 of 
those occurring within the past 2 years

• IHA is bringing proactive solutions to the Indiana 
General Assembly



HAF Redesign Efforts



Upcoming Indiana General Assembly 

• The 2024 legislative session was a “short,” non-budget writing session that began in 
January and ended in March.
• 752 bills were introduced, and 191 were enacted into law.

• The 2025 legislative session will be a “long,” budget-writing session that will begin in 
January and end in April.
• Approximately 1,000 bills are introduced in a long session, and updating the Hospital Assessment 

Fee (“HAF”) will be IHA’s priority for the 2025 legislative session. 
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Current State: Medicaid Underpayment
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• Indiana Medicaid only covers 57 cents for every dollar on average of 
hospitals’ cost to provide care under the program.

• Indiana’s low Medicaid reimbursement results in as much as $2.7 
billion in unpaid statewide health care costs each year.

– The state also continues to take 28.5% of the HAF assessments paid by hospitals 
each year, reaching almost $300M in SFY 2024, without known benefits to the 
state’s Medicaid program.

• Many Indiana hospitals cannot sustain access to current service lines 
or maintain independence without immediate changes to Indiana’s 
Medicaid program.



Government Underpayment Generally 
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Medicare Covers 82% of Costs

Medicare Uncompensated

Medicaid Covers 57% of Costs – With
the Supplemental Payments

Medicaid Uncompensated



Current Opportunity: HAF Redesign 

• Updating the HAF under new federal regulations (the “State Directed Payment 
Program” model) would allow hospitals to be assessed up to the federally 
allowable maximum, thereby increasing Medicaid reimbursement without an 
impact to the General Fund. 

– 38 states/territories have already moved to the State Directed Payment Program model, 35 of those specifically 
for hospital reimbursement. 

– If Indiana does not act, we are leaving our tax dollars on the table and putting ourselves at a competitive 
disadvantage to other states and the health care ecosystem they can provide patients and employers.

• Overall Estimates:
– The increase in fees could provide an average increase in hospital reimbursement of 29% (with no changes to the 

state’s 28.5% administrative fee)



Current Opportunity: HAF Redesign 

• Moving to a State Directed Payment Program would also:
– Align the HAF Program and the state’s Medicaid quality strategy
– Ensure the enhanced Medicaid funding more closely follows the patient
– Move Indiana’s hospitals away from reliance on DSH payments, as the uncertainty of federal 

changes / cuts remains. 

• This additional funding could bring Medicaid reimbursement up to around 80% of cost if the 
state’s 28.5% administrative fee is eliminated in statute and replaced with another funding 
source. While it still would not cover the total cost of care, it would help protect access to the 
critical services Hoosiers rely on and help decrease the reliance of hospitals on higher 
reimbursement from employer-sponsored health plans. 



HAF Redesign Quality Workgroup Recommendations

• The following metrics were recommended and approved by the IHA Board:
– Readmission within 30 Days (All Cause) for Medicaid Patients – Excludes Freestanding 

Behavioral Health and Psychiatric Hospitals
– Maternal Substance Use Disorder (SUD) Screening for Medicaid Patients – All Birthing 

Hospitals
– Health-Related Social Needs Screening for Medicaid Patients – All Hospitals

• Must obtain CMS approval

• Expected to evolve over time



Other Legislative Items 

• New Administration’s Legislative Agenda

• Ongoing Cost of Care Discussions
– Kaiser: Indiana is not an outlier in its premium rates; 

health insurance premiums in Indiana for family 
coverage were below the national average in 2022, 

– RAND Study: Focuses on market share as key driver 
of prices rather than quality or payor mix

– HAF redesign will likely intersect with these cost of 
care discussions

• Nonprofit Status
– IHA Community Benefit Study 



Other Legislative Items 

• Public Health Funding – “Health First Indiana”
– $200M per year request over the biennium
– All IHA acute care members have signed the Health First 

Pledge 

• Prior Authorization Reform

• Protections for Health Care Workers
– Potential expansion of enhanced penalties for all health 

care workers, regardless of license status or location
– IHA’s Safe & Sound initiative



Safe and Sound using the AHA Framework
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AHRQ Culture of Patient 
Safety Surveys

AHRQ Workplace Safety 
Supplemental Survey 
Statewide Benchmark

Unified Code of 
Conduct Principles

IAHSS – Indiana Chapter

RISE Pilot

Notice.Talk.Act training

Violence is not acceptable 
banners

HEA 1021



IHA Annual Member Meeting 

• Nov. 13 & 14

• Westin Downtown Indianapolis

• To learn more and access the 
agenda and registration 
information, visit                                   
2024 Annual Meeting Flyer 
(Final).pdf (ihaconnect.org)
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https://www.ihaconnect.org/member/Documents/2024%20Annual%20Meeting%20Flyer%20%28Final%29.pdf
https://www.ihaconnect.org/member/Documents/2024%20Annual%20Meeting%20Flyer%20%28Final%29.pdf


IHA Hosted Trauma Symposium
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Registration is Open
The 2024 Indiana Statewide Trauma and 
Emergency Medicine Symposium is an 

educational event providing information 
on innovative approaches to trauma and 
emergency care. Regional and national 
speakers will address topics to enhance 

the quality of care for adult and pediatric 
trauma patients.

 Learn more and register here.

https://www.ihaconnect.org/Resources/Public/Patient%20Safety/Trauma%20System%20Development%20Grant/2024%20Trauma%20Summit%20flyer_update.pdf
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