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| Executive Summary

Medical debt impacts tens of millions of Americans, contributing to financial harm and
worse health. The epidemic of medical debt in the U.S. reflects systemic issues in
healthcare, such as uneven coverage, high cost, and fragmentation. In a profit-driven
healthcare system that pits payers and providers against each other, patients are often
caught in the middle, exposing them to high out-of-pocket costs.

This report provides an overview of research on prevalence, impact, and drivers of
medical debt, finishing with policy recommendations to address both the downstream
problem of medical debt and the systemic issues behind the problem.

Medical debt is common and costly

At least 8% and as many as 41% of American adults are estimated to have medical debt,
according to studies in recent years. The amount of medical debt owed is significant,
with about half of Americans with debt owing $2,000 or more. The total amount of
medical debt in the U.S. was at least $88 billion and as high as $220 billion in 2021. While
research shows a gradual downward trend in medical debt in recent years, rates of
medical debt are still alarmingly high, undermining the financial security of tens of
millions of Americans.

Most Americans with medical debt are white, employed,

and have insurance

Given the demographic makeup of the U.S., survey data suggests that the “typical”
American with medical debt is a middle-aged, white, working-class woman in the South
who has health insurance.

However, certain groups of Americans make up a smaller proportion of the population
but have a higher risk of medical debt. Studies show that Black, Hispanic, and Native
Americans, uninsured Americans, and adults living with a disability have elevated rates
of medical debt.
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Medical debt is linked to financial insecurity and worse
health

Medical debt is associated with a range of adverse financial and health outcomes,
including food or housing insecurity, personal bankruptcy, increased credit card debt,
delayed access to care, anxiety, and overall mortality. More research on whether or not
these outcomes are caused by medical debt is needed.

Insurance coverage, high prices, and billing practices are key
drivers of debt

Research on the causes of medical debt has identified numerous drivers, including:

¢ Inadequate insurance coverage with expensive cost sharing features such as high
deductibles and copays;

e Lack of insurance coverage (particularly non-expansion of Medicaid)

e High prices for medical care, particularly for hospital care, emergency medical
services, prescription drugs, and lab tests;

e Provider billing practices such as financial assistance availability and accessibility,
financial assistance policy implementation, confusing bills, and difficult appeal
processes; and

e Broader social and economic forces such as wage stagnation, income and wealth
inequality, healthcare consolidation and financialization, and fraying of the social
safety net.

Both targeted and system-wide solutions are needed to
reduce the financial burden of healthcare

Policy experts, researchers, and community advocates have proposed a wide array of
policies to mitigate the negative impacts of medical debt, including:

e Expanding health insurance coverage through single-payer or other universal
coverage models, Medicaid expansion and protection of existing Medicaid
coverage, a public insurance option, premium subsidies, and employer and
individual mandates;

e Addressing systemic issues in healthcare that drive high out-of-pocket costs
through policies such as price transparency, cost sharing limits, price controls,
and payment models that incentivize value over volume.
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e Hospital-focused regulations, such as financial assistance standards,
requirements for patient screening for assistance, reporting requirements, and
limits on collection actions;

e Insurance-focused regulations, such as restrictions on automatic claim denials,
easier appeal processes, and minimum benefit requirements;

e Non-regulatory preventive solutions, such as industry best practices and
consumer-focused information;

e Downstream solutions, such as medical debt relief and removing medical debt
from credit reports.
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| Introduction

When Jeni Rae Peters, a single mother and mental health counselor in South Dakota, was
diagnosed with breast cancer, she was relieved to be able to get the care she needed to
save her life. But this care came at a high cost. Despite having health insurance, multiple
surgeries, radiation, and chemotherapy left her with $30,000 in debt and unending
threats from debt collectors. She took on more back-to-back work shifts to pay down the
bills and considered stopping after-school activities for her daughters. In 2022, she faced
legal action from debt collectors. “My doctor saved my life, but my medical bills are
stealing from my children’s lives,” said Peters.

Peters is one of the 100 million people in the U.S. whose lives are impacted by medical
debt. Unlike other kinds of consumer debt, we don’t choose to get sick, and seeking
medical care is usually unavoidable. Yet families like Peters'—deep in medical debt
through no fault of their own—face food and housing insecurity, poor credit, and worse
mental and physical health. Even those with insurance coverage are vulnerable to
medical debt due to cost sharing and out-of-network bills.

“My doctor saved my life, but my medical bills are
stealing from my children’s lives.” — Jeni Rae Peters

Policymakers are increasingly recognizing the harm caused by medical debt and looking
for ways to reduce this burden in the short term and prevent future debt in the long term.
At the same time, an increased focus on healthcare waste at the federal government level
may threaten access to healthcare coverage through public programs that currently
protect people from debt.

The Lown Institute organized a group of researchers, policy experts, and patient
advocates from ten organizations to develop a resource for policymakers and other
stakeholders looking to reduce medical debt. The following report provides an overview
of recent medical debt literature on the prevalence, risk factors, impact, drivers, and
solutions related to medical debt. The report also contains insights gleaned from a
convening on medical debt in May 2025 that brought together over 80 policymakers,
industry leaders, and advocates in Washington, DC to discuss solutions for eliminating
medical debt.”

!Levey atel., 2022
2 Serino, 2025
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| The prevalence and impact of
medical debt in the U.S.

How common is medical debt?

Studies have estimated that at least 8% of Americans owe medical debt, with some
research showing as many as 41% of Americans have medical debt (see Table 1). The total
amount of medical debt in the U.S. is estimated at $88 billion to $220 billion for 2021.2

How much do Americans owe in medical debt? The typical (median) amount of medical
debt in 2021 was $2,000, according to data from the U.S. Census Bureau’s Survey of
Income and Program Participation (SIPP).* Polling data shows a similar result, with 44%
of people owing $2,500 or more.’ This is significant for the nearly 60% of Americans
who cannot afford an emergency expense over $1,000.° Indeed, an expense of $2,500 is
more than one-third of the monthly household income for a typical American family.”

About one in eight of adults with medical debt owe more than $10,000, a life-altering
amount of debt for almost all American families. The 0.3% of Americans who owe this

amount make up more than half of the country’s total medical debt.?

Table 1: Research on medical debt prevalence

Source Medical debt Data source Definition of Year
prevalence medical debt studied
Rakshitetal., |8% Survey of Adults who 2021
2024 Income and reported owing
Program over $250 in
Participation unpaid medical
bills

3 According to 2021 SIPP data, $220 billion (Rakshit et al., 2024a). According to 2021 credit reports, $88

billion (Consumer Financial Protection Bureau, 2022).
4Kendall & Murdock, 2024; Rakshit et al., 2024a

> Lopes et al., 2022

5 Lee, 2025

7 Guzman & Kollar, 2024

8 Rakshit et al., 2024a; Lopes et al., 2022
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https://www.healthsystemtracker.org/brief/the-burden-of-medical-debt-in-the-united-states/#Share%20of%20adults%20who%20have%20medical%20debt,%20by%20health%20status%20and%20disability%20status,%202021
https://www.healthsystemtracker.org/brief/the-burden-of-medical-debt-in-the-united-states/#Share%20of%20adults%20who%20have%20medical%20debt,%20by%20health%20status%20and%20disability%20status,%202021
https://www.zotero.org/google-docs/?32Kf8d
https://www.zotero.org/google-docs/?tBzvUd

Bernardetal., |[8.4% Medical Non-elderly adults | 2018-19
2023 Expenditure living in families
Panel Survey with problematic
medical debt
Himmelstein et [ 10.4% Survey of Adults over 15 2019
al., 2022 Income and reporting any
Program money owed for
Participation medical bills not
paid-in-full during
the year
Karpmanetal., [15.4% Urban Adults age 18-64 | 2021
2023 Institute’s in families with
Health Reform | past-due medical
Monitoring debt
Survey
(nationally
representative
sample)
Kluender et al., |17.8% Credit reports | Credit tradelines | 2020
2021 for a nationally | with medical debt
representative | in collections
10% panel of
individuals
Fronstin & 22% FINRA Percent of 2021
Spiegel, 2022 Foundation’s respondents who
National reported having
Financial past-due medical
Capability bills
Study
Collins et al., 32% Commonwealt [ Adultsage19-64 | 2023
2023 h Fund 2023 who had medical,
Health Care dental, or other
Affordability health care debt
Survey they were paying
(nationally off over time
representative
sample of 7,873
adults)
Lopesetal., 41% Nationally Adults reporting | 2022
2022 representative [ having past due
bills, paying debt
Past Due: How medical debt is harming Americans Lown Institute, June 2025 9



https://www.healthaffairs.org/doi/10.1377/hlthaff.2023.00604
https://www.healthaffairs.org/doi/10.1377/hlthaff.2023.00604
https://jamanetwork.com/journals/jamanetworkopen/fullarticle/2796358
https://jamanetwork.com/journals/jamanetworkopen/fullarticle/2796358
https://www.urban.org/sites/default/files/2023-03/Most%20Adults%20with%20Past-Due%20Medical%20Debt%20Owe%20Money%20to%20Hospitals.pdf
https://www.urban.org/sites/default/files/2023-03/Most%20Adults%20with%20Past-Due%20Medical%20Debt%20Owe%20Money%20to%20Hospitals.pdf
https://jamanetwork.com/journals/jama/fullarticle/2782187
https://jamanetwork.com/journals/jama/fullarticle/2782187
https://www.ebri.org/docs/default-source/pbriefs/ebri_ib_568_bitterpill-1sept22.pdf?sfvrsn=54bc382f_6
https://www.ebri.org/docs/default-source/pbriefs/ebri_ib_568_bitterpill-1sept22.pdf?sfvrsn=54bc382f_6
https://www.commonwealthfund.org/publications/surveys/2023/oct/paying-for-it-costs-debt-americans-sicker-poorer-2023-affordability-survey#:~:text=Insurance%20coverage%20didn%27t%20prevent,and%2033%20percent%20with%20Medicare.
https://www.commonwealthfund.org/publications/surveys/2023/oct/paying-for-it-costs-debt-americans-sicker-poorer-2023-affordability-survey#:~:text=Insurance%20coverage%20didn%27t%20prevent,and%2033%20percent%20with%20Medicare.
https://kff.org/report-section/kff-health-care-debt-survey-main-findings/
https://kff.org/report-section/kff-health-care-debt-survey-main-findings/

survey of 2,375 | off over time,
adults going into other
debt (to bank,
family member,
etc) to pay medical
bills, or putting
bills on a credit
card and paying
off over time

By some measures, the prevalence of medical debt has declined since 2013,
corresponding to the passage of the Affordable Care Act, with evidence supporting a
strong role of Medicaid expansion.” When three national credit reporting agencies began
excluding medical debts under $500 in 2023, it caused the reported rates of medical debt
on credit reports to decrease and the median amount of debt in collections to increase.
However, this is an underestimate of the total amount of existing debt, most of which is
not on credit reports.™

Why do rates of medical debt vary across studies?

The prevalence of medical debt differs because of variation in data sources, years
examined, and the way medical debt is defined. For example, studies may include only
debt from medical services, or debt from dental care, long-term care, or other health
services.

While credit reports have been a helpful source of national data, they underestimate
medical debt because they only include debt in collections. Additionally, policy changes in
several states and among three large credit rating agencies has significantly lessened the
amount of medical debt on credit reports. Comparatively, some surveys have included
medical debt that was paid through putting debt on a credit card, through a payment plan,
or by borrowing from friends and family, to better understand patients’ lived experience
with medical debt.

In this section, we provide a range of estimates of medical debt prevalence, risk factors,
and impact to account for these differences in measurement across studies.

? Urban Institute, 2024a; Kluender et al., 2021; Kendall & Murdock, 2024
0 Urban Institute, 2024b

Past Due: How medical debt is harming Americans Lown Institute, June 2025 10



What are the consequences of medical
debt?

Medical debt is associated with a range of adverse outcomes, including financial
insecurity, stress, and poor health.

Medical debt and financial insecurity

Medical debt is associated with reduced ability to pay for necessities, such as food,
utilities, and housing costs. Among adults with medical debt, 39-63% reported having to
cut back spending on food, clothing, or basic household items to pay down debt."
According to Census data, 7.4 million additional Americans fall under the federal poverty
level when taking into account medical expenses (a magnitude that outweighs the
positive effects of SNAP and housing subsidies combined).”? One study found that people
who had newly acquired medical debt had a 70%-200% greater chance of becoming food
insecure or housing insecure in the next two years compared to those who had not
recently acquired debt.”

Importantly, medical debt impacts certain demographic groups more than others.
Among those with medical debt, lower and middle-income households and Black and
Hispanic households report higher rates of cutting back spending on basic household
items, using up savings, taking on an extra job, or skipping paying other bills in order to
pay back medical debt, compared to wealthier and White Americans.*

Medical debt also contributes to personal bankruptcy and poor credit. Among a sample
of people who filed for bankruptcy from 2013-2016, 59% reported that medical expenses
contributed to their bankruptcy.” Another survey found that 3% of respondents with
medical debt had declared bankruptcy because of this debt. According to the Consumer
Financial Protection Bureau (CFPB), there was a total of $49 billion of medical debt on
Americans’ credit reports in January 2025, which makes it more difficult for these
families to secure affordable mortgages and other benefits of credit access.

11 Lopes et al., 2022; Collins et al., 2023

12 Shrider, 2024

18 Himmelstein et al., 2022; Kluender et al., 2024
¥ Lopes et al., 2022

5 Himmelstein et al., 2022

16 Consumer Financial Protection Bureau, 2025
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Patient surveys have highlighted other ways medical debt can affect long-term financial
health, such as leading people to use up their savings (37-48%), increasing credit card
debt for non-medical purchases (41%), or delaying important investments like

homeownership or college education
(18-28%)."” People with medical debt
are more likely than those without
medical debt to report indicators of
financial distress such as not having a
rainy day fund (nearly twice as likely),
overdrawing their checking account
(three times as likely), or using a
payday loan (four times as likely)."®
These additional barriers to upward
mobility and asset-building can have a
significant impact on generational
wealth and hinder efforts to close
racial wealth gaps.”

However, a randomized trial of
medical debt relief found that relief of
medical debt led to only a modest
improvement in credit access and no
effect on financial wellness. This may
be because study participants with
medical debt also had other debts
which impacted financial health
more.?” More research on the potential

Challenges of measuring the
consequences of medical debt

Medical debt is correlated with a range of adverse
outcomes, but research showing causal effects of
medical debt on these outcomes is limited. Medical
debt can be a driver of these outcomes through
financial burden and stress of collections;
alternatively, people with low levels of savings and
poor health are more likely to be impacted by
medical debt.

Income is a compounding factor in this research, as
income insecurity can cause medical debt as well
as other adverse outcomes studied. Additionally,
the negative financial impacts of medical debt
specifically can be difficult to disaggregate, given
that hospitalization can cause both medical debt
and lost earnings. In this section, we focus
primarily on associations between medical debt
and outcomes.

causal effects of medical debt on these outcomes is needed.

Medical debt and health

Medical debt can lead people to avoid or delay medical care, which results in worse
health outcomes. Data from the 2021 National Health Interview Survey found that adults
with medical debt were more likely to delay a doctor’s visit, test, treatment, or

7 Lopes et al., 2022; Collins et al., 2023
B Winger et al.,, 2024

¥ Haynes, 2022

20 Kluender et al., 2024
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prescription due to cost (59%) than those without debt (17%).** Another survey found
that 42% of Americans with current or past medical debt delayed medical care to avoid
additional debt.*

According to county health rankings, a higher share of the population with medical debt
was associated with more days of poor health, more years of life lost, and higher
mortality rates. Both the prevalence and median amount medical debt were associated
with higher rates of leading causes of death, including cancer, heart disease, and suicide
at the county level.” Financial hardship for cancer patients—also known as “financial
toxicity”— is associated with negative effects on quality of life, pain levels, activity
levels, and mental health.?*

Medical debt has been linked to worse mental health and anxiety, with one survey
showing that one-third of adults with debt became more depressed and anxious because
of this debt.”” Adults who report having trouble paying medical bills also have more days
of mental health symptoms.?® However, the same randomized trial of medical debt relief
found that removal of medical debt did not improve mental health.””

Given the associations between medical debt and adverse outcomes, public health
experts have proposed that medical debt be thought of as a social determinant of health,
one that “reinforce[s] and perpetuate[s] inequities in health and inequities in economic
promise and prosperity.” 2

Medical debt and the healthcare system

A trusting relationship between clinicians and patients is important for improving
health equity and outcomes, but high healthcare costs and medical debt can erode this
trust. Research from focus groups finds that the fear of debt can impact clinician-patient
relationships in various ways: it forces clinicians to take on the role of financial
counselor, takes up valuable time during visits to discuss costs, leads patients to avoid
needed care, and leads to frustration on the part of both patients and clinicians.?

2 Winger et al., 2024

22 American Cancer Society Cancer Action Network et al., 2023

2Hanetal., 2024

24 National Cancer Institute, 2024

2> Silber-Marker, 2024; Lopes et al., 2022; Collins et al., 2023; American Cancer Society Cancer Action
Network et al., 2023

26 Wiltshire et al., 2020

27 Kluender et al., 2024

2 Mendes de Leon & Griggs, 2021

22 ABIM Foundation, 2024; Undue Medical Debt, 2025a
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Medical debt also creates a tremendous amount of waste, as providers have to invest
resources into pursuing payment from patients. While some health systems conduct
thousands of lawsuits per year, the return on that effort usually represents a miniscule
proportion of their revenue, making these aggressive collection efforts both cruel and
wasteful.’® Additionally, the impact of medical debt on avoidance of needed care creates
inefficiencies, as delays of preventive or urgent care often lead to more costly emergency
care down the line.

Figure 1: Case study of medical debt as a public health issue (Source: Jessica Andersen,
Rutgers School of Public Health)

® @ Dx @Dx + ER @ Dx + DEBT
Healthy baseline Chronic Condition Health Emergency Medical Debt
At baseline, some A_"’OUSE'"OM member Is One health emergency can Unpaid debt can result in being
families spend 30% of diagnosed with a chronic result in an unaffordable sued, having wages garnished,
their monthly income on ~ condition, costs increase to medical bill. having assets seized.
their health insurance include cost-sharing associated
premiums. with extra office visits and Household finances are further In some states it’s legal for
prescriptions. strained. Some families will hospitals to deny care to
This affects household . . forgo other essential spending patients who owe them a debt.
decisions on food, Finances may impact to pay the bill, others will be
employment, housing, compliance with care ) unable to pay and will owe Forego further needed
education, and savings. recommendations and medical medical debt. healthcare because of the
decisions (i.e., insulin rationing). debt.

Active, Acute,
Symptomatic Presentation

Latent or Prodromal period of disease Chronic phase

Who is at risk of medical debt?

The lack of universal comprehensive coverage and rising healthcare costs puts all
Americans at potential risk of medical debt. While insurance coverage is important for
reducing that risk, research shows that simply having insurance is not fully protective.
One study found that patients with only part-year insurance had higher rates of medical
debt compared to those without insurance the whole year.” Taking into account the
number of people in the U.S. with health insurance coverage, most Americans with
medical debt (estimated 71%) are actually insured.*

% Simmons-Duffin, 2019
31 Rakshit et al., 2024a
32 | opes et al., 2022, ACS 5-year estimate., 2022
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The “typical” American with medical debt is a
middle-aged, white, working class woman who has
health insurance.

Given the demographic makeup of the U.S., survey data suggests that the “typical”
American with medical debt is a middle-aged, white, working-class woman in the South
who has health insurance (age 30-49, household income $40Kk, no college degree).

However, rates of medical debt differ based on financial factors such as income;
demographic factors such as race, age, gender; geographic factors such as region and
rural location; and differences in health status and insurance coverage. These differences

Structural racism and debt

An analysis of medical debt on credit reports by county from the Urban Institute found
that Knoxville, Tennessee had one of the largest gaps in medical debt by race. White
communities in Knox County had a 17 percent rate of medical debt in collections, while
40 percent of residents in communities of color had medical debt in collections.

These racial disparities can be tracked to a history of discriminatory policies. The
majority-Black Morningside neighborhood of Knoxville, which has the highest share of

medical debt in collections in the county, was subject to redlining and urban renewal
policies that reinforced racial segregation during the 1950s and 1960s. This racial
segregation perpetuated disparities in access to health care, health outcomes, income,
and wealth, which in turn lead to higher rates of medical debt.

For example, one majority-Black zip code has the highest share of medical debt in
collections in Knox County, the lowest insurance coverage, the lowest median income,
and high prevalence of chronic diseases. (Source: Urban Institute, 2022)

reflect how systemic inequalities of race, sex, or class, as well as other social
determinants of health—one’s neighborhood and income, for example—can have a
substantial impact on healthcare access.

While medical debt plagues the entire country, rates of medical debt are quite different
among demographic groups. Studies have found that the following demographic groups
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have elevated rates of medical debt: Middle and low-income individuals; women, Black,
Hispanic/Latinx, and Native Americans; people living in Southern states and rural areas;
uninsured or underinsured people; young adults or middle age adults; and adults with
poor health or living with a disability (see table). More research is needed on the risk
factors associated with demographic groups, controlling for collinearities, and exploring
intersections of identities.

The amount of medical debt is not distributed evenly; a very small number of families
with the greatest amount of debt make up an outsized proportion of the country’s total
debt. However, little is known about the demographic breakdown of the Americans with
the greatest amount of debt.

Table 2: Research on medical debt risk factors
Studies listed in order of most to least recent data source

Medical debt rate

Gender 48% of women compared to 43% of men reported current or past
medical debt.** (2023)

48% of women say they have debt due to medical or dental bills,
compared to 34% of men.> (2022)

Women are more likely to report having medical debt (9%) than
men (7%), on average.” (2021)

28% of women report having past-due medical bills compared to
23% of men.® (2021)

Twenty percent of women who had given birth in the past year
reported having difficulty with medical bills, compared to 15% of
women who had not given birth in the past year.”” (2019-2020)

9.3% of non-elderly women reported living in families with
problematic medical debt, compared to 7.6% of men.*® (2018-19)

3 American Cancer Society Cancer Action Network et al., 2023
34 Lopes et al., 2022

% Rakshit et al., 2024a

% Fronstin & Spiegel, 2022

%’ Cahnetal., 2023

% Bernard et al., 2023
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Age Adults age 30-49 reported having trouble paying medical bills at
the highest rates (52%), followed by 50-64 (44%%), 18-29 (40%), and
65+ (22%).*° (2022)

Adults age 35-49 have the highest rates of medical debt (11%)
followed by 50-64 (10%), 18-34 (8%), 65-79 (6%) and 85+ (3%).*°
(2021)

Adults age 25-34 had the highest rates of past-due medical bills
(31%), followed by age 35-44 (28%) and age 45-54 (26%). (2021)

Race/ethnicity | 54% of Native American adults report current or past medical debt,
followed by 48% of White adults, 44% of Hispanic/Latino adults,
44% of Black adults, and 27% of Asian American and Pacific
Islander (AAPI) adults.*? (2023)

Non-Hispanic Black Americans had the highest rates of medical
debt (13%) followed by “other” race (10%), Hispanic (8%), White
(7%) and Asian (3%)* Non-Hispanic Asian adults had lower rates
of problematic medical debt (2.9%), compared to Hispanic (7.9%),
White (8.7%) or Black (9.9%).** (2023)

Adults who live in communities where the majority of the
population are people of color are more likely to have medical debt
in collections reported on their credit reports.” (2022)

56% of Black and 50% of Hispanic adults say they have debt due to
medical or dental bills, compared to 37% of White adults.*® (2022)

Black working-age Americans reported highest rates of past-due
medical bills (30%), followed by those of in the “other” race
category (27%), and white (26%).“ (2021)

%7 Lopes et al., 2022

40 Rakshit et al., 2024a

“l Fronstin & Spiegel, 2022

42 American Cancer Society Cancer Action Network et al., 2023

3 The aggregation of “Asian” into a single category masks disparities within that category. It is likely that
there are high levels of medical debt among certain Asian subgroups with lower incomes, less health
insurance coverage, or worse overall health status. See Usha Lee McFarling, “Invisible in the data: Broad
‘Asian American’ category obscures health disparities.” StatNews, Nov. 21. 2023.

4 Bernard et al., 2023

4 Santillo et al., 2022

4 opes et al., 2022

“T Fronstin & Spiegel, 2022
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Nationality/
Immigration
status

In Colorado (CO), zip codes where noncitizens make up more than
15 percent of the population had a 19% rate of medical debt in
collections, compared to 11 percent in other CO communities.*®
(2022)

Income

44% of adults making under 200% of the federal poverty level
(FPL) are paying off medical or dental bills over time, compared to
35% of those making 200-399% FPL and 18% of those making
400% FPL.* (2023)

57% of households making less than $40k had medical debt
compared to 41% of those making $40k-$89.9k and 26% of those
making $90k and over. *° (2022)

11% of low-income adults (under 200% FPL) had medical debt,
compared to 10% of those making 200-399% FPL, 7% of those
making 400-599% FPL, and 4% of those making 600% FPL and
up.” (2021)

23.5% of middle-income Americans (between 200% and 400%
FPL) had medical debt, compared to 22% of low-income
Americans and 12.9% of higher-income Americans.** (2020)

4.6% of non-elderly adults making 400% FPL or more had
problematic medical debt, compared to more than 11% for adults
making under 400% FPL.** (2018-19)

Insurance
status

41% of uninsured adults were paying off debt from medical or
dental care, compared to 33% of adults with marketplace plans,
individual-market plans, or Medicare; 30% of adults with
employer coverage, and 21% of adults with Medicaid.”* (2023)

62% of uninsured adults 18-64 report currently having medical
debt compared to 44% of insured adults.” (2022)

The top 10 counties with the highest rates of medical debt in
collections also have high shares of people without health

8 Blavin & Braga, 2024
4% Collins et al., 2023

0| opes et al, 2022

1 Rakshit et al., 2024a
>2Murdock et al., 2023
>3 Bernard et al., 2023
> Collins et al., 2023

> Lopes et al., 2022
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insurance coverage, in some cases double the uninsurance rate.”®
(2021)

14% of adults who were uninsured for part of the year had medical
debt, compared to 11% of those who were uninsured the whole
year, and 8% of those who were insured the whole year.”” (2021)

Working age adults without insurance were more likely to report
having past-due medical bills (35%) compared to those with
insurance (24%).>® (2021)

Among middle-income families, 22.5% of those with health
insurance had medical debt, compared to 31% of those without
health insurance.”® (2020)

Health status/ 54% of adults with cancer and 53% of adults with a chronic illness
disability reported current or past medical debt compared to 46% of total
survey respondents.®® (2023)

Among the 100 counties with the highest rate of medical debt in
collections, the rate of having six or more chronic conditions was
higher than the national rate (20.5 percent versus 17.7 nationally).®
(2021)

The probability of having medical debt in collections is much
higher for individuals with 7 or more chronic conditions (32%)
compared to those with no conditions (8%). The rate of medical
debt increased with each added chronic condition. Among
individuals with medical debt in collections, the estimated amount
increased with the number of chronic conditions ($784 for
individuals with 0 conditions vs $1252 for individuals with at least
7 conditions).®? (2021)

20% of adults in poor health have medical debt compared to 14%
in fair health, 10% in good health, and 5% in very good health.
13% of those with a disability have medical debt compared to 6%
without a disability.®* (2021)

*6 Blavin et al., 2022

57 Rakshit et al., 2024a

*8 Fronstin & Spiegel, 2022

> Murdock et al., 2023

% American Cancer Society Cancer Action Network et al., 2023
® Blavin et al., 2022

52 Becker et al., 2022

3 Rakshit et al., 2024a
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14.3% of those with a family member with diabetes had
problematic medical debt compared to 7.7% of those without
diabetes.®* (2018-19)

Geographic
region

48% of adults in the South reported medical debt, compared to
41% of those in the Midwest, and 35% of those in the Northeast
and West.® (2022)

10% of adults in the South reported medical debt, compared to 9%
in the Midwest, and 6% in the Northeast or West.®® (2021)

Among the 100 counties with the highest rate of medical debt in
collections, 99 are in the South.®’ (2021)

Among middle-income Americans, 28.1% of those in the South
have medical debt, compared to 24.6% in the Midwest, 18.8% in
the Northeast, and 17.8% in the West.®® (2020)

18.8% of people in the South had medical debt in collections,
compared to 13% in the Midwest and 7% in the Northeast and
West. (2020)

Rural location

56% of those in rural areas report current or past medical debt
compared to 46% of all survey respondents.® (2023)

Rural counties have a higher proportion of people with medical
debt in collections than urban counties (15.7% vs 14.8%).7° (2022)

11% of adults in non-metro areas had medical debt compared to
8% of those in metro areas.” (2021)

Employment
status

Among those age 18-64, non-workers who are disabled had the
highest rates of past-due medical bills (36%), followed by workers
(25%) and other non-workers (24%).

% Bernard et al., 2023

% Lopes et al., 2022

¢ Rakshit et al., 2024a
% Blavin et al., 2022

%8 Murdock et al., 2023
% Murdock et al., 2023

70 Swendener et al., 2024

71 Rakshit et al., 2024a
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| Drivers of medical debt

Research on the causes of medical debt has identified numerous drivers, including: 1)
lack of insurance coverage and cost sharing features of insurance plans, such as high
deductibles and coinsurance; 2) high prices for medical care, particularly for hospital
care, emergency medical services, and lab tests; 3) provider billing practices such as
financial assistance availability and policy implementation, and 4) broader social and
economic forces such as healthcare financialization and fraying of the social safety net.
Medical debt is a crisis in of itself, but is also a symptom of deeper systemic failures.

Figure 2: Medical debt as the “tip of the iceberg” (Source: Lown Institute)

Medical Debt

e

Financial : - Lack of price
. Confusing billing
assistance gaps transparency

High prices Out-of-pocket costs Uninsurance

Profit motive Inequality Fragmentation

Insurance coverage and benefit design

Studies show a strong relationship between insurance coverage and rates of medical
debt, indicating that health insurance is protective against debt. As mentioned in the
previous section, Americans who are uninsured for all or part of the year are much more
likely to have medical debt than Americans that have full-year coverage.” This pattern
also holds on a broader geographic level. Medical debt was significantly reduced in states

72 Rakshit et al., 2024a; Lopes et al., 2022; Murdock et al., 2023; Himmelstein et al., 2022
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that expanded Medicaid as part of the Affordable Care Act (ACA).” In 2021, 80% of
counties with the greatest amount of medical debt were in non-expansion states. ™

Insurer cost sharing

However, simply having insurance does not protect everyone from medical debt; the
type of insurance plan and benefit design both matter. Nearly one quarter of
working-age adults in the U.S. are underinsured, meaning they have health insurance,
but this coverage does not provide affordable access to healthcare.”

High premiums, deductibles, copays, coinsurance, and other cost sharing makes patients
vulnerable to medical debt. The average annual worker contribution for premiums
increased from $4,823 in 2014 to $6,296 in 2024, which cuts into workers’ take-home
pay.”® About half of households do not have enough savings to afford a typical employer
plan deductible, and almost two in three households do not have enough to cover the
higher end of deductibles.”

People with short-term, limited-duration coverage, which is not subject to federal
individual market consumer protections and requirements for comprehensive coverage,
may face additional out-of-pocket costs.” Other non-insurance organizations such as
“health care sharing ministries” are not subject to ACA consumer protections and may
not cover medical expenses, which can lead to significant out-of-pocket costs for
patients who may assume they have insurance coverage.”

Table 3: Types of cost sharing

Definition Average $ amount for

employer-sponsored plans, 2024%

Premium Amount of money a person or Premium worker contributions in

family pays to a health insurance
company each month to maintain
their coverage.

2024 were $1,368 for single
coverage and $6,296 for family
coverage.

73 Caswell & Waidmann, 2017; Callison & Walker, 2021
74Blavin et al., 2022

> Collins & Gupta, 2024

76 KFF, 2024; Hughes et al., 2022

’7Young et al., 2022

78 Centers for Medicare & Medicaid Services, 2024a
7?Volk et al., 2018

80 KFF, 2024
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Deductible An amount that must be paid by The average deductible for a single
enrollees before most services are | person with employer-sponsored

covered by their health plan. insurance was $1,787.

Copay A fixed amount a patient pays for a | For physician office visits, the
service, such as a doctor’s visit or | average copayments were $26 for a
hospital admission. primary care visit and $42 for a

visit to a specialist. The average
copayment for hospital admission
was $343 and for outpatient
surgery was $216.

Coinsurance A percentage of the covered The average coinsurance rate was
amount a patient pays for a 20% for both primary care and
service, such as a doctor’s visit or | specialist visits. The average
hospital admission. coinsurance rate for a hospital

admission was 21%. These rates
are often much higher in the
individual insurance market.®

Research bears out this pattern of underinsured Americans facing relatively high rates of
medical debt. According to SIPP data, Americans with high-deductible health plans have
higher rates of medical debt than any other group of insured Americans.®* More than
40% of insured adults report incurring medical debt because of either gaps in coverage
or enrollment in insurance with inadequate coverage, largely attributable to high
deductibles and cost sharing.® A majority of insured adults (58%) say they have
experienced a problem using their health insurance in the past 12 months—such as
denied claims, provider network problems, and pre-authorization problems.®*

The result of these challenges is that the majority of medical debt actually comes from
those with insurance, as does the majority of hospital bad debt.®

Network adequacy and claim denials

81 Marketplace plans can have higher co-insurance rates, with Bronze plans averaging 40% coinsurance and
Silver plans averaging 30%. (Healthcare.gov)

82 Himmelstein et al., 2022

8 | opes et al., 2022

84 pollitz et al., 2023

85 Karpman & Long, 2015; Crowe, 2022
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High deductibles and cost sharing
aren’t the only issues with

‘ ’ ) How medical debt happens: Insurance gaps
insurance benefit design that may

lead to debt. Insurance plans Danielle Laskey of Seattle, Washington, and her
typically restrict covered services family faced bills totaling $135,000 when an
to providers who are in their in-network clinic for maternity care admitted her to

an out-of-network hospital for her high-risk

insurance network. However, if pregnancy. Doctors at the clinic had ordered her to

these networks are too small, go to the hospital because her health and her child’s
patients will not be able to access health were at serious risk, but because she was not
care or may face large admitted through the emergency department, her

e . insurance did not consider this “emergency” care,
out-of-pocket costs from going out which would have been covered under the Mo

of network. Unfortunately, small Surprises Act. (Source: Meyer, 2023)
networks are becoming the norm

for marketplace plans, with 29% of
marketplace participants having only narrow networks available. The same is true for
only 6% of employer-sponsored insurance plans.®

Insurance claim denials are common and may contribute to medical debt. In a survey of
adults under age 65, 17% said they were denied insurance coverage for care
recommended by a doctor.?” Marketplace insurance plans denied 20% of claims in 2023
on average, although this rate ranged from 1% to 54% depending on the insurer and
state. There is also evidence that claims denials for preventive care in ACA plans are
more prevalent for low-income patients, patients with a high school degree or less, and
patients from minoritized racial and ethnic groups.®® An upcoming analysis of
post-service claim denials in New York State found that most denials were for
administrative reasons, such as coverage timing or duplicative claims, or were reported
without a specific rationale. Only 1% of denials were for purported lack of medical
necessity or experimental nature of a service.*

Among care denials for marketplace plans, fewer than 1% of all denied claims were
appealed in 2024, appeals were successful in nearly half of these cases.?® Use of artificial
intelligence tools to automatically deny claims is of particular concern for Medicare
Advantage plans.” While claim denials are common and many cases show how denials

8 Pollitz, 2022

8 Guptaet al., 2024

8 Hoagland et al., 2024

89 Personal communication, Michael Gartner, Persius, 2025
Poetal, 2025

? Mello & Rose, 2024
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can lead to medical debt®?, more research is required on the impact of claim denials on
medical debt more broadly.

Cost of diagnostic tests, emergency care,
and other health services

Which health care sectors contribute the most to medical debt in America? Research
shows that diagnostic tests, emergency care, hospitalizations, doctor visits, and dental
care are the most common contributors of debt.”

Diagnostic tests (e.g., labs and imaging) are a leading cause of medical debt in patient
surveys, contributing to medical debt for 23%-59% of people with debt.”* Emergency
care is a common cause of debt in surveys as well, leading to medical debt for 38%-50%
of patients with debt. Hospital admission led to medical debt for 28%-35% of patients
with debt, according to survey data.”” Data from the SIPP also finds that people who
were newly hospitalized were about three times as likely to experience medical debt
compared to those who were not.”® Doctor visits contributed to debt for 51%-56% of
patients with medical debt (which may be driven in part by facility fees at
hospitals-owned facilities) and dental care contributed for 19%- 49%.’

Other types of healthcare such as prescription drug costs, outpatient surgery, mental
health care, ambulance services, and childbirth also contribute to debt, with 12%-30% of
patients citing these as contributors to medical debt.*®

Hospital costs and other market factors

The role of hospitals (especially large hospital systems) in medical debt is worth careful
attention given their central role in healthcare delivery and spending. Nearly one-third
of spending within the US healthcare system happens through hospitals.”

2 Work, 2024

%3 For the purposes of this paper, we are looking only at acute services, not long-term care and home health,
although these also contribute to debt.

#|n patient surveys cited, patients could choose multiple contributors to medical debt, so totals add up to
more than 100%.

% Lopes et al., 2022; Schulz, 2023; Sutton & Ben-Porath, 2024

% Himmelstein et al., 2022

7 Lopes et al., 2022; Schulz, 2023; Sutton & Ben-Porath, 2024

%8 Lopes et al., 2022; Schulz, 2023

% Martin et al., 2024
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High charges and prices

Hospitals and hospital systems provide many of the services that contribute to debt, such
as emergency department care, diagnostic tests, and physician visits. As a result, about
three-quarters of those with medical debt owe at least some to hospitals, and 28% owe
all of their debt to hospitals.'®® One study finds that debt owed to hospitals was much
greater than medical debt owed to other providers; among Americans that owed medical
debt to hospitals, nearly half owe more than $2,500, compared to just 16% of Americans
that have debt from non-hospital providers only.™™

The high cost of hospital care for patients is an important contributor to medical debt.
What patients pay for healthcare depends on what hospitals initially charge to insurers
(the “charge”) and the eventual price agreed on by insurers and providers in their
negotiations (the “price). On average, the amount that hospitals initially charge to
insurers or uninsured patients is 3-4 times greater than what it costs hospitals to
provide that care, with some hospitals charging over ten times their cost of care.'” At the
higher end, KFF Health News’ regular “Bill of the Month” column cites examples of
outrageous hospital charges, such as a $19,000 colonoscopy or a $445 nasal swab.'”®
Uninsured patients (who have no insurer negotiating the price down) may face pressure
to pay these wildly inflated amounts.

Prices negotiated with commercial insurers are also typically high, 2-3 times higher than
Medicare, depending on the specialty.’* In 2023, the growth in what patients and
insurers pay for hospital care outpaced growth for other medical services as well as for
consumer goods.'”

To make the situation even more complicated, patients rarely know what their
out-of-pocket cost for a service will be before they receive care. Price transparency laws
implemented in 2021 were designed to improve the “shoppability” of health care
services; however, relatively low compliance and accuracy has impeded the success of
this measure.'”® In many cases, the estimated cost that hospitals provide to patients are
inconsistent or inaccurate, leading to unexpected costs.'”” While the No Surprises Act
created a requirement for providers to offer a “good faith estimate” for patients not using

190 Karpman, 2023

101 Karpman, 2023

192 Baj & Anderson, 2015; National Nurses United, 2020

103 KFF Health News, 2025

194 Meiselbach et al., 2023; McMorrow et al., 2021; Congressional Budget Office, 2022
195 Rakshit et al., 2024b; Martin et al., 2024

106 patientRightsAdvocate.org, 2024

197 Murphy, 2025; Thomas et al., 2023
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insurance (and ensures the final cost is no more than $400 above the estimate), no such
requirements exist for patients with insurance.'’®

High cost of care worsens medical
debt indirectly as well, by
suppressing wages that would
allow workers to save more in case
of medical emergencies. A 2020
RAND study found that hospital
mergers lead to increased prices,
higher spending among patients Charge: The amount asked by a provider for a health
with private insurance, and good or service, Usually refers to before insurer
reduced wages.' Another 2024 r_‘negntiations with providers. Also called a

study found that the average family FREAERREY price.”

lost $125,000 in earnings over a Price: The final amount paid for a service after

30-year time period due to negotiations with insurance companies. Also called
premium growth, nearly 5% of "insurer-negotiated price” or "allowed amount.”

total earnings."”

Defining prices, charges, and costs (oh my!)

Cost: The amount paid for health services. For
patients this refers to out-of-pocket costs. For
providers this refers to the expense incurred to
deliver healthcare.

Source: Arora, 2015

Additional fees

In addition to high overall charges, hospital bills may also be inflated through facility
fees. Hospitals and hospital-owned outpatient facilities or doctors offices often tack on
“facility fees” to the bill, which can be hundreds of dollars.™ A Colorado report found that
facility fees at hospital-owned facilities for just 25 services added $50 million more in
charges per year compared to sites not owned by hospitals and a report from
Connecticut found that facility fees generated over $400 million in 2021 in the state."”
Upcoding—when providers bill at a higher level of complexity or severity than
appropriate—also contributes to higher costs. One study found that 41% more discharges
were coded at the highest level of severity in 2019 compared to 2011, costing Medicare
and Medicaid an extra $6.4 billion.'

198 Centers for Medicare & Medicaid Services, 2024b

197 Arnold & Whaley, 2022

10 Hager et al., 2024

1 Vollers, 2024; Weber, 2021

112 Colorado Department of Health Care Policy & Financing, 2024b; Guarino, 2024
113 Crespin et al., 2024
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Hospital consolidation

Market consolidation likely contributes to higher prices and medical debt. One study
found an association between hospital consolidation from 2012-2022 and medical debt
in collections on a county level.™ Another study of hospital closures from 2014-2018
found a 6%-8% rise in market concentration and subsequent increase in medical debt."
Hospital consolidation is associated with greater market power and higher prices,
indicating that higher prices through consolidation leads to more medical debt." There
is little evidence to suggest that consolidation improves quality of care.”

The chicken and the egg problem

Is medical debt a problem of low insurance coverage or high costs? If everyone inthe U5,
had insurance coverage with no cost-sharing, no one would go into debt for medical care,
no matter how much it cost. On the other hand, if medical care was affordable and prices
were transparent, far fewer people would go into debt even with inadequate coverage (and
cost-sharing in insurance plans would not increase so rapidly).

While comprehensive coverage is necessary, higher costs of care threaten the sustainability
of these plans, as insurers will keep raising premiums and passing costs along to patients.
Both of these are essential issues that need to be solved, but we should not allow the lack of
action on one item preclude action on another.

However, other studies do not find higher rates of medical debt where hospitals are more
profitable, as one might expect if higher prices caused more debt."® This may be because
hospitals are less profitable in areas with higher rates of uninsurance, which tend to have
higher rates of medical debt."” More research is needed on the relationship between
hospital price markups and medical debt.

114 Johnson et al., 2024

115 Andre et al., 2023

116 Cooper et al., 2019

117 Beaulieu et al., 2020; Levins, 2023

118 Gangopadhyaya et al., 2022

19 Bai & Anderson, 2015; Eliason et al., 2022
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Hospital billing practices and financial
assistance

Hospitals can impact medical debt not only by the prices they charge for care, but also
how they bill patients and offer financial assistance. Hospitals generally establish a set of
billing and collection practices to define the creation and collection of bills (known as
“revenue cycle management”).

Figure 3: From Medical Bill to Medical Debt (Undue Medical Debt, 2024) '°

FROM MEDICAL BILLTO
MEDICAL DEBT

MEDICAL VISIT UNPAID MEDICAL BILL BILL PAST DUE

Sam is unable to pay the bill.
Depending on the treatment
and where they went, they
may receive multiple bills from
different providers.

While unpaid medical bills follow a path similar to other bills,
medical debt is unique in that it often arises from circumstances
outside our control.

Sam breaks their arm and
visits the emergency room to

The providers have a few

options they can choose from
have the bone set. They have when trying to obtain payment.
insurance, but receive a bill for

their portion of the cost.

PROVIDER’S STEPS

PROVIDER’S FIRST STEPS

The provider sends Sam multiple bills and offers
to set up a payment plan. They may also tell Sam
to apply for financial assistance, Medicaid, or other
coverage programs.

PROVIDER’S ATTEMPTS FAIL

Sam does not qualify for financial assistance or
Medicaid. They also cannot afford the payment plan
offered, so they are unable to pay their bill.

PROVIDER’S LAST RESORT

The provider can take several steps depending on
their makeup and policies. Some of these are known
as “extraorainary collection actions.”

120 Undue Medical Debt, 2024

Past Due: How medical debt is harming Americans

COLLECTION AGENCY ROLE

The provider can sell the debt to or contract
with a collection agency to pursue payment. The
agency may try to collect via mare bills, phone
calls, or other, more severe steps, like placing a
lien on Sam's property, taking them to court, and
garnishing their wages.

DEBT ADJUSTMENT

The balance is adjusted to zero and collection
attempts stop. If the balance is over $500, it can be
reparted to the credit bureaus.

Lown Institute, June 2025
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Variation in financial assistance policies

Most hospitals are nonprofit organizations, and these hospitals are required to develop
and publicize a charity care policy, also known as a financial assistance policy (FAP).
These FAPs generally include eligibility criteria for free and discounted care and a list of
eligible services. While federal policy sets some ground rules for FAPs, there is no federal
minimum hospitals must spend on these discounts, nor is there standardized eligibility
criteria. Hospitals, unless required by state law, do not have to report how many patients
applied for or received assistance.

The lack of national standards means that hospitals vary in their financial assistance
eligibility rules and criteria. Financial assistance policy data from the Lown Institute
shows that hospitals most frequently offer free care to patients making 200-249% of the
federal poverty guidelines (FPG); however, many hospitals offer free care to those
making double that amount, while hundreds of others restrict free care to those at or
under the federal poverty level. In some cases, hospitals in the same cities have very
different income eligibility levels for assistance.™

Figure 4: Breakdown of hospital free care thresholds (Lown Institute, 2025a)*2
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2! Garber, 2024; Messac et al., 2024; Goodman et al., 2020
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One study of a sample of large hospitals showed only minimal increases in eligibility
thresholds over four years and no change in the median threshold. Additionally,
hospitals appear to be adding complexity to their FAPs or taking out information on
billing and collection practices from their policies, which may reduce transparency and
make assistance harder for patients to access.'”

Many hospitals implement additional restrictions on eligibility for financial assistance,
based on patients’ assets, residency, or insurance status."* These can include restricting
assistance to patients living in a certain

county or state, restrictions based on Financial Assistance: A Tale of Two
immigration status, restriction of assistance

Hospitals
to those under a certain asset threshold or to
only patients without insurance. Hospitals The Lown Institute’s analysis of hospital
sometimes include idiosyncratic financial assistance policies shows that even
restrictions on care such as excluding similar types of hospitals in the same city

self-harm or eating disorders from may have very different policies around free
conditions eligible for assistance, excluding LA Sl S UL CEE LY

elective care entirely, or charging copays or large academic medical center (AMC) offers
fees for patients eligible for free care.'”

free care for patients making up to 150%
FPG (about $40,000 for a family of three),
while another large AMC about a ten minute

Hospitals often exclude certain doctors or walk away offers free care for patients
lines of service from their FAPs, likely due to making up to 400% FPG ($106,600 for a
outside contracts with these clinicians. An family of three). Similar examples exist in
analysis of hospital FAPs finds that New York City, Los Angeles, San Francisco,
physician services for emergency and many other cities. (Source: Lown

department, radiology, anesthesia, and Institute, 2025a)
pathology were commonly excluded from
eligibility."

Hospital FAPs can be a lifeline for low-income patients, but wide variation in hospital
policies leads to inconsistent access to financial support and increases confusion for
low-income patients trying to receive care.

Barriers to patients receiving financial assistance

123 Goodman et al., 2020; Goodman & Chalmers, 2024
124 Messac et al., 2024; Goodman et al., 2020

125 Goodman et al., 2020; Lown Institute, 2025a

261 own Institute, 2025a
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Perhaps more important than hospitals’ policies around financial assistance is their
success in making assistance widely available in practice. It doesn’t matter how many
patients are eligible for assistance if none of them know about the policy and don’t
receive assistance. Despite Internal Revenue Service (IRS) regulations requiring hospitals
to make their FAPs accessible in multiple formats, patients who would be eligible for
assistance frequently fall through the cracks.

Recent studies have estimated that a large number of eligible patients do not receive
financial assistance for hospital care. One study found that 38% of households under
200% FPL had at least one medical collection on their credit report in December 2018,
although most of these patients would be eligible for financial assistance.”” A KFF
analysis of 1,651 hospitals’ tax filings found that hospitals sent $2.7 billion to bad debt
that could have gone to eligible patients. Nationwide, that amounts to $14 billion for all
hospitals, according to Dollar For.'*®

“They were asking about assets. ‘Do you have a 401(k ) or
retirement, and how much is in that?’ I was sort of that feeling
like, ‘Do I really want to put all of that information into this form
and give it to them?”” — Respondent, Dollar For survey, 2024

A Maryland study found that approximately 60% of unpaid charges attributable to
individuals with a household income under 200% FPG is reported by hospitals as bad
debt, rather than free care.'”” In Colorado, which has additional state law for hospital
financial assistance requirements, a compliance review in which hospitals were called
about financial aid options found that “only 11% resulted in a successful outcome in
which the caller was able to get helpful and correct information about discounted care at
the hospital.” For Spanish speakers, the success rate was only 4.5%.5°

Barriers to assistance such as awareness of the FAP, complexity of the application, and
staff policies to push payment plans or medical credit cards over financial assistance
may all play a role.”* A Dollar For survey of people facing an unaffordable medical bill
found that 51% did not apply for financial assistance; among these respondents, 65% did
not know that financial assistance existed. Nearly one-quarter of those who applied
found the application somewhat or very hard to complete. Some did not complete the
application because it asked for detailed and sensitive information on finances. Fourteen

127 Carare et al., 2022

128 Rau, 2019; Dollar For, 2024

129 Maryland Health Services Cost Review Commission, 2021

130 Colorado Consumer Health Initiative, 2024

131 Adams et al., 2022; Dollar For, 2024; Silver-Greenberg & Thomas, 2022a; Goodman et al., 2020
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percent of people who applied for assistance never received a response from the

hospital.”*

How medical debt happens:
Barriers to financial assistance

Sierra Dale of Rochester, MN, was
sued in 2021 by the hospital where
she worked as a desk operations
specialist for the outstanding bills she
owed. She had given birth at the
hospital, and although she was

Misconceptions around hospital financial
assistance and stigma for receiving “charity”
are also barriers to access. Among patients who
did not apply for financial assistance, 25%
thought they would not qualify and 10% did
not apply because they were ashamed.”
Reframing financial assistance as a legal
obligation for nonprofits rather than “charity”
is an important and simple change that may

covered by hospital's employee
insurance plan, she still owed
$11,875.

improve access.

Some states have mandated that hospitals
screen patients for financial assistance
eligibility (typically uninsured patients or those
owing a certain amount) based on their income
or other characteristics (e.g., homelessness,
eligibility for other means-tested government
programs) and apply any discounts
automatically, a process known as
“presumptive eligibility.” Many other hospitals
have adopted presumptive eligibility processes
on their own, often using predictive analytics or artificial intelligence to screen
patients.”*

While her income qualified her for
financial assistance, she did not hear
back from the hospital after applying.
Because Dale didn't go to court, her
wages will be garnished until the debt
is paid.

Source: Work, 2022

These tools have the potential to reduce medical debt by identifying eligible patients and
reducing their costs automatically. However, many hospitals use these tools to instead
assess patients’ “propensity to pay” to collect more from patients rather than offer
assistance.” This “black box” process of making patients eligible for assistance or
vulnerable for collections reduces transparency and may make appeals more difficult.

Educational efforts from hospitals to inform eligible patients about financial assistance
through conversations with staff and posting notices, can also increase the likelihood
that patients will apply.”®

132 Dollar For, 2024
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Hospital barriers to improving financial assistance

At the Lown Institute conference on Medical Debt in May 2025, hospital leaders pointed
out regulatory and administrative barriers they face when trying to improve access to
financial assistance. These include:

Contracts with insurers that prohibit hospitals from covering patient copays or
deductibles under financial assistance

CMS requirements for hospitals to attempt to collect payment from Medicare
patients in order to get reimbursed for bad debt

Fear of legal action or government audit under anti-kickback statutes
Administrative difficulties in assessing patient income

Source: Lown Institute, 2025¢c

Billing and collection practices

The way in which hospitals send bills to patients and collect payment can lead to medical
debt. Here are a few examples of common billing and collection practices that may
exacerbate medical debt:

e Collecting payment upfront. As many as 75% of hospitals demand upfront
payment for scheduled services prior to billing insurance, according to a 2018
estimate by the Healthcare Financial Management Association.” These upfront
payment requirements may not accurately take into account whether patients are
eligible for financial assistance or if they are subject to cost sharing given their
insurance coverage, which could lead to unnecessary financial burden.

e Confusing or erroneous bills. In 2023, the CFPB responded to 7,400 consumer
complaints about attempts to collect medical debt, generally because of mistaken
bills or inadequate information. The CFPB noted many cases in which patients
had been approved for financial assistance and their bill was written off as charity
care, yet they were still pursued by collectors.

o Another study found that one in five Americans were on the receiving end
of medical bills that they felt were either erroneous or that they could not
afford.”® Some of the most common errors were charges for services that

137 Rosato, 2018
138 Duffy et al., 2024
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were never provided and data entry mistakes like duplicate charges and
date and length of stay errors.”” Some of these errors are easily avoidable
and could be resolved by making billing representatives available to
patients as well as providing more formal education and training to those
charged with billing and coding.*

e Delayed billing and expedited escalation to collection. In some cases, patients
have bills sent to collections before they have sufficient time to dispute the bill or
apply for financial assistance. State law varies on how long a provider has to issue
a bill for care, ranging from several months to several years. About 25% of
hospitals sell patient debt to collectors*, with collector action on unpaid bills
occurring anywhere from one to six months or more after a bill is sent to the
patient."*> Short windows for resolving unpaid bills before collections can
exacerbate the financial burden of medical debt.

Extraordinary collection actions

Hospitals vary in how aggressively they push patients to pay and how aggressively they
seek to collect. Over time, hospitals have been increasingly aggressive with
“extraordinary collection actions” (ECAs) such as wage garnishments, lawsuits, and
placing liens on property, although states have begun to curtail these actions. Nonprofit
hospitals are allowed to conduct ECAs, as long as they “make reasonable efforts to
determine whether an individual is eligible for assistance” before engaging in these
actions.'?

Hospitals differ in which ECAs they allow and how clearly they make their policies
known. Lown Institute data from hospital collections policies shows that most hospitals
allow at least one ECA according to their policy, with legal actions and reporting debt to
credit agencies as the most commonly allowed ECAs. However, more than one-third of
hospitals did not have any information online about allowed ECAs. Only 4% of hospitals
disallowed all ECAs in their online policy.

139 Medine, 2022

140 Mathews & Makary, 2020; Burks et al., 2022
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Broader economic and social forces

Current trends in American economics and politics contribute to the prevalence of
medical debt. As the cost of healthcare increased, the typical American household
income and savings have not kept pace, making it difficult for families to weather these
costs without going into debt. From 1979 to 2023, wages for the bottom 90% of workers
grew 44%; healthcare spending per capita increased by 440% during that time.***

Researchers have noted that these trends are connected; as healthcare costs increase,
employers that offer healthcare benefits offer lower wages than they would have had
healthcare costs remained stable. On average, workers are losing out on $9,000 in
additional annual wages due to rising healthcare costs and increased cost sharing in
employer-based insurance.'”

Among working-age households in 2019, median liquid assets were about $3,000 for one
person and about $6,700 for households with more than one person. That’s far less than
the maximum out-of-pocket limits in private plans ($9,200 for one person and $18,400
for families for 2025)."*¢ More than one-quarter of Americans have savings below $1,000,
making them especially vulnerable to medical debt from unexpected healthcare costs.
While CARES Act benefits and additional child tax credits helped keep many families
solvent during the pandemic, the end of the public health emergency and reductions in
other benefits like SNAP may reduce families’ financial security and could increase
medical debt."®

Researchers have also noted the increasing financialization— the influence of financial
markets, motives, institutions, and elites— in U.S. healthcare, which can greatly impact
hospital behavior."” Not only have many hospital systems created robust investment
wings, some have even built their own private equity funds.”® Pressure from bond rating
agencies to maintain high credit ratings contributes to nonprofit hospitals prioritizing
revenue.”

The shift toward finance is also reflected on hospital boards; the nation’s most
prestigious nonprofit hospitals have more board members with a finance background

144 Gould & Kandra, 2024; McGough et al., 2024
145 Miller, 2024
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than medical.” The prioritization of profits in the hospital industry may drive
leadership decisions such as suing patients to collect debt, denying appointments to
patients with debt, hounding patients for payment who are eligible for assistance, and
hawking medical credit cards.”

%2 Gondi et al., 2023
153 Silver-Greenberg & Thomas, 2022a; Levey, 2023a; Levey, 2023b; Kliff & Silver-Greenberg, 2023

Past Due: How medical debt is harming Americans Lown Institute, June 2025 37



| Policies for addressing
medical debt

Policy experts, researchers, and community advocates point to a wide array of policies to
mitigate the negative impacts of medical debt, including hospital-focused solutions,
payer-focused solutions, non-regulatory solutions, downstream solutions (reducing
the impact of existing debt), and addressing the systemic issues in healthcare that drive
medical debt.

Below, we’ve included examples of proposed policies in these categories, as well as
supporting evidence where these policies have been implemented.

Hospital regulations

The cost of hospital care and hospital billing practices are a major driver of medical debt.
Policies to standardize financial assistance policies, implement reporting requirements,
limit certain collection actions, improve take-up of financial assistance through patient
screening, and increase enforcement of existing regulations have been implemented in
several states. Below we refer to examples of these policies, evidence of support, and
limitations. See the Resources section for a more extensive list of hospital regulations on
a state level.

Financial assistance eligibility requirements

Nonprofit hospitals are required to have a financial assistance policy and make this
policy widely available, both in person and online. Hospitals also must report the total
amount of spending on financial assistance each year on their Form 990. However, there
is no federally required eligibility standard for hospitals to adopt, nor is there a
minimum amount or rate hospitals must spend on financial assistance. Hospitals are not
required to report the number of applications received or denied, nor are they required to
screen patients for assistance.

Many states have gone beyond federal regulations to implement their own financial
assistance standards. In several states, including California, Maryland, New York,
Oregon, and others, hospitals are required to offer financial assistance for patients at set
income levels. Some states also specify the discount on a sliding scale that must be
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offered to patients, limit the restrictions that hospitals can put on financial assistance
(FA) eligibility (e.g., asset tests or citizenship tests), or limit the amount that can be
charged to patients at certain income levels (e.g., as a percentage of Medicaid or Medicare
reimbursement rate). Some states have also implemented a formal appeals process for
patients who were unduly charged, or clarified that refunds are mandatory for
improperly billed patients. Other states have a minimum spending threshold for
financial assistance or community benefit more broadly.

Although evidence is limited, existing evaluations of financial assistance eligibility
requirements have shown an association with improved access to care and lower rates of
medical debt. One national study of hospital policies found a positive association
between more generous FAPs and higher financial assistance spending.””* In Oregon, the
increase in financial assistance from their requirement resulted in fewer Oregonians
avoiding care due to cost and fewer people needing to make payments on medical bills.
However, the amount owed in medical debt increased and racial disparities in medical
debt burden remain.””” Another study of Oregon hospitals found that financial assistance
regulations led to higher charity care spending compared to control hospitals."”® The
evidence on the effect of Oregon’s regulations on bad debt have been mixed."’

In Northern California, greater financial assistance increased the likelihood of inpatient,
ambulatory, and emergency department encounters, though effects dissipated over time.
Financial assistance was also found to increase the detection and management of
treatment-sensitive conditions.”® Early evidence of financial assistance requirements
implemented after 2020 in Colorado, Illinois, Maryland, and New Mexico found that
hospitals reported changing their billing and collection practices and increasing
financial assistance to patients. However, stakeholders identified several barriers to
smooth implementation, including lack of awareness from patients, insufficient
language assistance, and burdensome applications.”

Some states, such as Oregon, Illinois, Nevada, Texas, and Utah have requirements for
community benefit spending more broadly, which includes financial assistance. Oregon
hospitals’ community benefit compliance has been high thus far, with almost all
hospitals achieving their threshold. In the most recent year of data, statewide spending
exceeded the floor by 40%. However, in recent years, financial assistance spending in
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Oregon has declined relative to other categories of community benefit spending.'®® State
reports from Texas have also found high rates of compliance from nonprofit hospitals.’®
However, not all states provide reports on hospital compliance with these laws, making
it difficult to understand how many hospitals are fulfilling these requirements.'**

There may be some limitations to financial assistance eligibility requirements.
Policymakers have expressed concern that creating a minimum requirement would
encourage hospitals that go beyond that standard to make their standards less generous
(i.e., the “floor” becomes the “ceiling”). So far there is no evidence that hospitals have
responded in this way in states where eligibility requirements have been set.’* Another
potential consequence of increased availability of financial assistance is a lower
incentive for uninsured patients to get insurance, if they believe they will be fully
covered under a hospital’s FA program.

The success of financial assistance eligibility requirements depend on hospitals not
creating additional restrictions such as mandatory fees, asset tests, and residency tests.
In some cases, hospitals have skirted around requirements through poor
implementation (e.g., not mentioning the availability of financial assistance and instead
demanding payment from eligible patients) which makes enforcement of any
requirements by state officials essential for success.'**

Leveraging nonprofit hospitals’ tax-exempt status

More than 2,200 U.S. hospitals are tax-exempt nonprofits, a benefit worth an estimated
$36 billion per year. Nonprofit hospitals across the country honor their mission and
commitment to communities by providing financial assistance, investing in essential
low-margin services like mental health and trauma care, and offering grants and
community health programs. Patient harm caused by private equity-owned hospital
closures further show the importance of having nonprofit hospitals that are accountable
to their communities. However, federal guidelines for nonprofit hospital status are vague
and enforcement has been relatively lax. As a result, the amount hospitals actually spend
varies widely, and while some hospitals spend far more than expected on their
community, others fall millions short.'®

10 Oregon Health Authority, 2025

161 Texas Department of State Health Services, 2023
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To make sure that communities are getting back a return on their investment, experts
have recommended improving guidance for hospitals on what services or programs
count as a community benefit, setting a target amount of spending on programs to
address the most urgent community health needs, and increasing enforcement of IRS
regulations. States are already leveraging hospitals’ tax-exempt status by adding
reporting requirements, spending requirements, and in the case of Indiana, a
requirement to lower prices to a set benchmark.'

Reporting, screening, and other FA regulations

Some states require hospitals to report more information on community benefit
spending and financial assistance than the IRS requires. For example, Illinois hospitals
are required to report how many financial assistance applications were submitted,
approved, and denied, with data stratified by race, ethnicity, sex, and language if
possible.”” One study found that state-mandated reporting on charity care was
associated with a small increase in spending.'*® Yet, increased reporting only helps if
these reports are publicly available, easy to compare, and use standardized metrics and
format, which is not the case in all states.’®’

Many states, including Maryland and New York, require hospitals to accept a standard FA
application (similar to a “common app” for college applications). The goal of this
requirement is to ensure that the application process is simple and not burdensome for
patients.

Other states (such as North Carolina, Minnesota, Illinois, and Oregon) require hospitals
to screen patients for financial assistance eligibility rather than wait for patients to
submit an application. Automating patient discounts eliminates the “hassle factor” of
applications and makes it more likely that patients will receive discounts for which they
are eligible. States have taken different approaches to screening, with some using public
benefit eligibility (e.g., SNAP, WIC, Medicaid), others using income information from
third party tools, and some requiring hospitals to do both.

While patient screening has the potential to vastly increase access to financial
assistance, the success of these policies depends on the reliability of tech tools to
accurately assess patients’ income. If these tools are not accurate, it could result in
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eligible patients being automatically denied assistance without knowing why. Qualitative
interviews with state officials uncovered additional administrative challenges to
implementing patient screening, including: “reorganizing billing processes, hiring and
training staff, and establishing mechanisms to share screening results with
hospital-based providers who bill patients independently.”*”

Despite the intention of screening programs to reduce the burden of applying for
financial assistance, these programs may require additional awareness or enforcement
to ensure that hospitals are adequately screening patients. In Colorado, about 41% of
patients were not screened in the first year after screening requirements were
implemented.” Patient screening requirements should be accompanied by
opportunities for patients to appeal these decisions. The federal government’s Income
Verification Express Service (IVES) could be used as an additional tool to speed up the
screening process, along with other screening mechanisms."”

Restrictions on collection actions

Nonprofit hospitals are allowed to conduct extraordinary collection activities (ECAs),
defined by the IRS as selling medical debt to third parties, reporting medical debt to
credit agencies, denying non-emergency care to patients with debt, or engaging in legal
actions to collect debt such as lawsuits, wage garnishments, or property liens."”

Before conducting ECAs, the IRS requires hospitals to “make reasonable efforts to
determine whether an individual is eligible for assistance under the hospital
organization’s financial assistance policy” which includes a mandatory waiting period
and notifying the patient about the FAP. However, the burden is still on patients to apply
for assistance; hospitals are not required to screen patients to ensure that they are not
eligible for FA before conducting an ECA." As a result, journalists have documented
numerous occasions of patients being sued or having other ECAs undertaken despite
them being eligible for financial assistance."”

Many states have taken further actions to protect patients from ECAs including
additional time limits before sending debt to collections, limits on interest charged,
limits on payment plan amounts, and required screening before undertaking ECAs."
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Other states have banned certain types of ECAs entirely; for example, New York state no
longer permits hospitals to garnish a patient’s wages or place liens on a patient’s
primary residence to collect medical debt. New York also bans hospitals from suing any
patient whose income is below 400% FPL, requiring the suing hospital’s Chief Financial
Officer to provide an affidavit that a patient’s income is above that threshold in a medical
debt lawsuit.

Early evidence from consumer advocates in New Mexico noted fewer aggressive
collections after protective measures were passed in 2021 that required patient screening
before ECAs.”” In Maryland, after protections were passed in 2021, hospitals have
stopped suing patients to recover medical debt."”

A potential limitation of these policies, as mentioned above, is the possibility that
hospitals will demand more payment upfront, which would reduce access to care. This
makes the timing of screening or financial assistance awareness more important, as
patients may be eligible for assistance but feel pressured to pay upfront to receive care.
Another study suggests that reducing collection actions for medical debt could result in
creditors being less likely to lend overall, increasing the use of payday loans and other
predatory lending sources.” These potential consequences show the importance of
monitoring and enforcement to track trends in medical debt and access.

Insurer regulations

Research on the risk factors for medical debt show the importance of comprehensive
insurance coverage. Increasing access to affordable health insurance and limiting
cost-sharing within plans would go a long way toward preventing medical debt.

Reducing cost sharing

Many states have further improved access to health insurance through additional
reforms such as subsidized insurance plans, employer and individual mandates, and
minimum benefit requirements, with some states reaching near-universal coverage.'*°
States have also limited cost sharing for certain plans, specifically state exchange plans
for middle- to low-income patients. For example, California recently lowered deductibles
for their Silver state-based exchange plans for those making 250% FPL from $5,400 to
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S0, and lowered the cost sharing limits for emergency department visits, doctor visits,
and pharmaceuticals, which will impact 650,000 enrollees.”® Colorado has also
supplemented the cost sharing limits in ACA marketplace plans to lower out-of-pocket
costs for low and moderate-income enrollees.

Improving the claim denial appeals process

Amid the growing use of insurance companies using Al tools to systematically deny
claims for needed care, states are weighing legislation to regulate these tools.'*
California’s recent law mandates additional review of claim denials by qualified health
providers and sets standards for use of Al in claim authorization processes.”®* Georgia,
New York, Colorado, Maryland, and Pennsylvania are considering similar bills."®*

Assisting patients in navigating the insurance claim appeals process could also reduce
medical debt. According to a 2024 study, ACA denials made after care was delivered were
only appealed 1% of the time, and 44% of these appeals were successful.’®® The rate of
success is far higher for denials of prior authorization, although these were appealed
only 10% of the time.®® Increasing the rate of appeals through navigation assistance and
streamlining the appeals process would likely reduce out-of-pocket costs and medical
debt.®’

Improving network adequacy

Narrow networks can lead to medical debt if patients are limited in their choices for
providers and choose to go out of network. Federal and state policymakers can improve
network adequacy by requiring all health plans to contract with sufficient numbers and
types of physicians and other providers, mandatory reporting on network adequacy
metrics, creating assessment tools that allow comparison of plan networks, and more
accurate network directories.'
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The 2022 No Surprises Act (NSA) prevents patients from surprise bills in common
situations in which patients cannot know or have no control over whether their provider
is out of network (e.g., emergency care, care from an out-of-network physician at an
in-network hospital). However, the exclusion of ground ambulances from the NSA
means that many patients are still vulnerable to high out-of-network bills in
emergencies. So far, 19 states have implemented protections from surprise bills for
ground ambulance services for state-regulated health plans.® A 2024 CMS advisory
committee on the topic strongly recommended that balance billing be prohibited and
that patient cost sharing for ambulances be limited."

System-wide solutions

The prevalence and harm from medical debt reveal systemic flaws within our health
system that must be addressed: gaps in insurance coverage, high prices for healthcare
services, payment models that incentivize value over volume, and high rates of waste
and overuse. Policies such as universal healthcare, value-based or capitated payment
models, price regulations, and efforts to reduce low-value care are needed to reduce
medical debt in the long term.

Closing coverage gaps

The high rate of medical debt is a uniquely American phenomenon. It is less common for
residents of other countries to have high out-of-pocket costs or have trouble paying
medical bills. According to the Commonwealth Fund’s International Health Survey, the
U.S. has a higher prevalence of cost-related access issues, insurance denials, and
problems paying medical bills than nine other peer countries, and is second worst for
high out-of-pocket expenses.

The lack of comprehensive universal health coverage in the U.S. is the major driver of
these disparities. The U.S. currently has single-payer health plans for certain members of
the population, but not all. For example, Medicare covers those age 65 and over, Medicaid
covers some low-income residents, and the Veteran’s Affairs health system covers
veterans and their families.

There is strong evidence that these plans protect enrollees from medical debt. Despite
older Americans using more health services, the amount of medical debt in collections
decreases by 30% when Americans reach age 65, because of immediate access to broad
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and more affordable coverage under Medicare.” Studies of medical debt rates before and
after expansion show that Medicaid expansion reduced unpaid bills, out-of-pocket
expenditures, and medical debt sent to collections.””” Among the states that had not
expanded Medicaid by 2023, 73% have rates of medical debt in collections above the
national average, compared to 15% of the states that have expanded Medicaid."*
Veterans with VA or Tricare coverage were less likely to report problems paying medical
bills or forgoing medical care compared to veterans with private insurance.”*

Figure 5: Comparing Performance in 10 Nations (Commonwealth Fund, 2024)'%

Mirror, Mirror 2024: A Portrait of the Failing U.S. Health System — Comparing Performance in 10 Nations

APPENDIX 4. Access to Care

Raw data
Indicator Source AUS CAN FRA GER NETH NZ SWE SWIZ UK US

Affordability

1 Had any cost-related access problem to medical care in the past 2023
year or skipped dental care or checkup because of cost in the CMWF 48 38 26 17 18 48 27 38 31 50

past year Survey

2 Insurance denied payment for medical care or did not pay as 2023
much as expected CMWF 2 18 17 14 8 6 - 17 3 32

Survey

3 Had serious problems paying or was unable to pay medical bills 2023

CMWF 13 9 9 5 6 1 - 1 4 22
Survey
4 Qut-of-pocket expenses for medical bills more than $1,000inthe 2023
past year, US$ equivalent CMWF 32 22 10 20 1 21 - 48 8 41
Survey

These public plans work relatively well, but eligibility is limited to certain demographics,
leaving many Americans either stuck in the coverage gap or burdened with private
insurance plans that provide inadequate protection against medical debt. The U.S. could
rise to the level of its peers in healthcare accessibility and affordability by expanding
existing public options to all Americans. Countries such as Canada and the UK., which
provide universal public coverage with no out-of-pocket costs for primary care,
specialists, or hospitalizations, are potential models to follow.

Many other countries incorporate private insurance companies into the structure of
their health system, but still make coverage universal and put limits on cost sharing.'°
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Figure 6: System Performance Compared to Spending (Commonwealth Fund, 2024)*%’

EXHIBIT 4 — Performance vs. Spending

Health Care System Performance Compared to Spending

Higher health

system
performance
AUS @
NETH®
® UK
NZ ® gFRA
SWE @@
CAN @ GER
SWIZ
® uUs
Lower health
system Lower health care spending Higher health care spending

performance Health care spending as % of GDP

Notes: GDP = gross domestic product. Health care spending as a percentage of GDP. Performance scores are based on standard deviation calculated from the nine-country average
that excludes the US. See “How We Conducted This Study” for more detail.
Data: Spending data are from OECD for the year 2022 and 2023 (updated in July 2024).

Source: David Blumenthal et al., Mirror, Mirror 2024: A Portrait of the Failing U.S. Health System — Comparing Performance in 10 Nations (Commonwealth Fund, Sept. 2024).
https://doi.org/10.26099/ta0g-zp66

While international health care systems may differ in their funding, comprehensiveness,
and administrative structure, they demonstrate how the U.S. could achieve higher levels
of healthcare accessibility and better performance at a lower cost.”®

An intermediate step to universal coverage could be a public option—a publicly operated
insurance plan that people can purchase on the individual market instead of a private
plan. Some proposals for public options include a Medicaid buy-in option and
privately-run plans that have benefits and reimbursement rates determined by the
government. Four states currently have passed legislation to create public options, and
many more are considering this type of legislation.

Public health insurance options have the potential to make care more affordable by
setting reimbursement rates and cost sharing limits. However, in Colorado and
Washington where these plans have been implemented, state policymakers have not
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been willing to set reimbursement rates low enough to result in meaningfully lower
premiums, and low clinician participation has also been a challenge.””

Lowering the cost of care

The high cost of medical care, particularly at hospitals, drives medical debt both directly
(through unaffordable medical bills) and indirectly (over time, high prices raise
insurance premiums and deductibles, which further burdens patients and reduces real
wage growth).

Researchers have proposed the following policies to reduce the cost of care; in some
cases these have already been implemented in some states.

e Facility fee protection: As of July 2024, twenty states have taken actions to reduce
the financial impact of facility fees, including bans and restrictions, patient
notifications about potential facility fees, and reporting requirements.?*°

¢ Site-neutral payments: In addition to facility fees, hospital outpatient
departments (HOPDs) enjoy higher reimbursement rates compared to physician
offices or ambulatory surgery centers, even when the services provided are
exactly the same. The Medicare Payment Advisory Commission (MedPAC) has
identified services that are safely and commonly performed in physician offices
or ASCs and has recommended aligning reimbursement rates for these services at
the lower rate.””

e Price controls: Hospital monopolies often lead to huge price increases, in the
absence of countervailing forces. Researchers and policymakers have proposed
regulating commercial prices for hospital care in areas with low competition.*®
Some states have already implemented reference pricing for those enrolled in
state health plans, which limit prices to a multiple of Medicare rates for certain
services.””® A modeling study found that capping hospital prices for state
employees at 200% of Medicare rates could save states $150 million on average
(total of $7 billion nationwide) while having a minimal effect on commercial
hospital operating margins.?** Another study estimates that setting prices for all
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commercial payers at 100 to 150% of Medicare rates could reduce hospital
spending by $62-$237 billion.?*

e Drug price regulation: Nine states are working to reduce the burden of high drug
prices by creating an affordability board.?° The boards have different powers,
including the ability to review the prices of prescription drugs, set upper payment
limits, cap cost sharing for prescription drugs, create reference rates for drug price
limits, and allow wholesale drug importation from other countries. States have
also pursued limits on out-of-pocket spending for certain drugs deemed essential,
such as insulin.?”’

e Antitrust/merger regulation: Given the impact of unregulated consolidation on
prices, federal and state regulators should increase oversight over hospital system
mergers. States should also reconsider state Certificate of Public Advantage laws
that allow hospital monopolies not otherwise allowed by the Federal Trade
Commission.**®

Payment model reform

The U.S. currently wastes an estimated 17%-53% of healthcare spending on
administrative costs, poor coordination, low-value care, and other inefficiencies.?” To
the extent that some of this waste translates to higher out-of-pocket costs for patients,
reducing overuse can lower medical debt burden.

The way we pay for healthcare incentivizes waste and overuse. Despite increasing
movement toward value-based payment models, more than half of healthcare payments
are still based on fee-for-service.?” Health policy experts have identified alternative
payment models such as accountable care organizations, population-based payments,
and total cost of care models, which have been shown to modestly decrease healthcare
costs.”!
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Non-regulatory solutions

Hospital best practices

Hospital industry groups and surveys of revenue cycle leaders point to “best practices”
for billing and collections—business policies adopted voluntarily to prevent medical debt
for patients.”> Among these recommended practices include:

e Periodically reporting to the hospital board on the rate at which certain ECAs are
used and their financial impact to the hospital;

e Maintaining written, board-approved policies regarding the disposition of
remaining unresolved accounts;

e Screening patient accounts for accurate payer information, public program
eligibility, and financial assistance eligibility before billing;

e Including conspicuous information on the availability of financial assistance on
all billing statements;

e Making financial assistance policies available on the hospital website in fewer
than 3 clicks and clearly advertised on the upper-fold of the home page;

e Simplifying financial assistance policies to include both uninsured and
underinsured patients, and removing asset tests;

e Investing in counselors to help patients apply for insurance or financial
assistance;

e Limiting outsourcing of hospital billing staff and providing person-centered
training; and

e Waiting 120 days after the first billing statement before reporting debt to a credit
agency.

Taking these actions to reduce medical debt can help hospitals avoid negative press,
achieve their social mission, and build trust with both providers and patients.*?

Consumer information

Consumer advocacy organizations have compiled tips for patients having trouble
understanding or paying their medical bills. For example, Community Catalyst and U.S.
PIRG Education Fund created a guide to help patients avoid unnecessary billing charges,

212 Healthcare Financial Management Association, 2022; Undue Medical Debt & Neighborhood Trust
Financial Partners, 2024
213 Dunlap, 2025
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tackle billing errors, and handle debt collectors.”* Among their tips for consumers
include:

Ask providers if they are part of your insurance network

Request language assistance if necessary

Ask about financial assistance

Avoid paying bills with credit cards or signing up for medical credit cards

Keep notes of your conversations with insurance companies and billing offices

Patient inquiries are also effective at reducing medical costs and mistakes in medical
bills. According to a 2023 survey, 62% of patients who received an unaffordable or
mistaken medical bill reached out to the provider about it. About three-quarters of
respondents reaching out about an unaffordable bill got financial assistance, 74% of
those reaching out about a mistake received a corrected bill, and 62% of those who
reached out to negotiate the cost of the bill saw the price go down.*”

Media attention

There is some empirical evidence that negative media attention and sustained public
pressure can cause hospital systems to voluntarily adopt more patient-friendly billing
and collection practices. A 2019 study that revealed the extent of medical debt lawsuits in
Virginia filed by hospitals received major attention. It was covered by outlets such as The
New York Times, The Wall Street Journal, Kaiser Health News, and National Public
Radio.”® Lawyers, clinicians, and medical students advocated on behalf of patients on
debt collection dockets, and a medical student released short videos on the effects of
medical debt collection. The result was a 59% decrease in lawsuits filed, a 55% decrease
in warrants in debt cases filed, a 66% decrease in wage garnishments filed, and a 64%
reduction in the overall dollar amount pursued in lawsuits for hospital debt.?’ In
Maryland, negative publicity was also cited as a potential reason why the state’s
hospitals stopped suing patients in 2023.”

214 Kelmar & Nguyen, 2023
215 Duffy et al., 2024

216 Paturzo et al., 2021

27 Paturzo et al., 2021

218 Cohn & Little, 2023
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Downstream solutions

Medical debt relief

Given the negative impacts of medical debt on physical, mental and financial health,*”
the most straightforward way to reduce these negative effects is to purchase and abolish
medical debt. More than a dozen states and localities have partnered with groups like
Undue Medical Debt to buy bad debt from hospitals and abolish it.?*°

A few important benefits of medical debt relief: 1) No action is required on the part of
patients, who simply receive a letter informing them that their debt has been relieved; 2)
Debt is purchased for pennies on the dollar, creating a high return on investment; 3) In
cases where hospitals have not already sold their debt to a third party collector, they can
benefit from having their debt purchased when they otherwise may not have received
anything. To the extent that patients who owe medical debt are often not financially
positioned to do so, the existence of medical debt relief allows them to prioritize more
important financial needs, such as rent, food, medications, etc.

However, the evidence on the effectiveness of this method is mixed. Studies on debt
relief in general find positive benefits. For example, one study found that when student
debt was abolished in a similar way it reduced indebtedness by 11%, the number of
delinquent accounts by 24%, and ultimately improved geographic mobility, probability of
changing jobs, and increased incomes.**

The most comprehensive study on the impact of medical debt relief was a 2024
randomized trial that evaluated the effects of buying and abolishing relatively old
medical debt that had gone through the entire billing process. All of the debt relieved
was either about to be, or already had been, referred by a debt collection agency. The
study found this type of debt relief resulted in a modest improvement to credit access, a
slight reduction in payment of other medical bills, and no effect on mental and physical
health, healthcare utilization, or financial wellness.??> The authors note limitations to
this study: using self-reported measures of mental health, a reduction in medical debt
credit reporting for all Americans making debt relief less likely to capture changes, and
lack of qualitative data measures to provide more context.**

219 See “Scope, The impact of medical debt”

220 Undue Medical Debt, 2025b; Noguchi, 2024
221 Dj Maggio et al., 2020

222 Kluender et al., 2024

223 Mahoney, 2024
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However, this study does touch on moral hazard concerns; if patients believe their
medical debt will be relieved, will they avoid paying medical bills even if they can afford
to? If the rate of payments from patients declines due to moral hazard, hospitals may
start demanding more payment upfront from patients, which could reduce access to
care. Similarly, if hospitals believe their bad debt will be regularly purchased and
abolished, this lessens the incentives for hospitals to make financial assistance more
available or to lower their prices.

Another downside of medical debt relief is the short-term nature of the intervention.
Given that people continue to be saddled with medical debt each day, debt relief would
have to occur on a regular basis, or be paired with upstream solutions, to have a
long-term impact. For example, North Carolina’s medical debt relief package included
numerous additional protections to extend the impact.

Ban on credit reporting

A person’s credit report can influence the course of their life in many ways. Credit
reports are not used just to determine access to credit, but they are used in decisions
about housing, employment, and insurance.?®* Even though medical debt is of little
predictive value in terms of reliability for future lending, its inclusion in credit reports
affects the ability of millions to access these vital segments of society.?”

In 2023, the three largest national credit reporting agencies—Equifax, Experian, and
TransUnion—all agreed to remove medical debt with a balance under $500 from credit
reports.?”® Further, they will not report medical debt on a consumer’s credit unless it is at
least one year past due. The average credit score for patients who had these tradelines
removed from their credit reports increased from 585 to 615 points.*” This is significant
because it moved the average patient from the subprime level to near prime.

Several states, including Colorado, Minnesota, New York, and most recently California
and Maryland, have prohibited healthcare providers from reporting most medical debt to
consumer reporting agencies. In New York, a 2023 ban on adding unpaid medical debt to
residents’ credit reports resulted in a substantial decline in medical debt in collections.

The Consumer Financial Protection Bureau (CFPB) has sought to build upon this
precedent by prohibiting the inclusion of medical debt on credit reports nationwide,

224 Consumer Financial Protection Bureau, 2024
225 Consumer Financial Protection Bureau, 2023
226 Equifax, 2025

227 Blavin et al., 2023
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according to a rule finalized in early 2025 by the Biden administration.?”® While this
change would not necessarily reduce the cumulative amount of medical debt, it would
reduce some of the financial consequences of carrying medical debt. The CFPB estimated
that this rule would increase the credit scores of people with medical debt by 20 points
on average. However, with a Trump administration hostile to government oversight and
a powerful collections industry, the rule is facing legal and political challenges that could
hinder implementation.’*

Removing medical debt from credit reports has potential tradeoffs. If the rate of
payments from patients declines due to moral hazard, hospitals may start demanding
more payment upfront from patients or increase their use of medical credit cards.
Lenders may respond to the removal of medical debt from credit reports by “placing
higher weights on non-medical collections or other delinquencies.”*° A recent working
paper found that the financial impact of removing medical debt from credit reports may
be limited, showing no difference in default risk for those with debt that was removed,
but also no difference in credit score, credit utilization, or use of payday lenders in the
year after debt was removed.”' In fact, VantageScore, one of two major credit scoring
models, stopped considering medical debt in its latest models, citing minimal effects on
predictive performance.

Because credit bureaus are a common source of data on the prevalence of medical debt,
policymakers should implement reporting requirements for hospitals on financial
assistance, including the number of applications received, denied, approved and
accounts sent to collections, to be able to assess state and national trends in medical
debt.”

Other medical debt protections

Many states have implemented other policies to reduce the financial burden of medical
care, such as regulated payment plans, capping interest on medical debt, and instituting
rules around financial assistance appeals. For example, New York, California, Colorado,
Massachusetts, Maryland, and other states require hospitals to offer installment plans to
patients eligible for financial assistance; most cap the monthly payment amounts of

228 Consumer Financial Protection Bureau, 2025
229 | evey, 2025

20 |ppolito, 2025

21 Duarte et al., 2025

2 \/antageScore, 2022

233 Karpman & Blavin, 2024
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these plans at a percentage of patient income and limit interest rates.”* Maryland
requires an installment payment plan capped at 5% of gross monthly wages for all
hospital patients.

States also have implemented policies to allow for appeal of hospital financial assistance
decisions, restrict collection actions while a case is under appeal, and require refunds to
patients who were inappropriately billed when they should have received financial
assistance.”

Filling gaps in the research

While there is a large body of research on medical debt in the U.S., there are still gaps in
the literature. Our working group identified topics in need of additional research (not an
exhaustive list).

Research gaps: Prevalence and impact of medical debt

e The prevalence of medical debt within subgroups of racial categories (e.g.,
disaggregating “Asian” and “Hispanic” categories);

e The prevalence of medical debt among immigrants (given high overlap between
immigration status and uninsurance);

e Breaking down demographic trends and disparities among Americans with the
largest amounts of medical debt;

e Measuring the causal impact of medical debt on financial well being and health
using a broader set of methods.

Research gaps: Drivers of medical debt

e Understanding which specific health services are most likely to lead to medical
debt;

e The relationship between hospital prices and medical debt rates;

e The frequency of insurance claim denials and other analyses of insurance claims;

e The prevalence of additional fees from providers billed directly to patients rather
than through insurance (e.g., access fees);

234 Kona & Raimugia, 2023
25 Kona & Raimugia, 2023
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e Understanding whether financialized ownership, such as private equity
ownership or other for-profit ownership, of hospitals and other healthcare
delivery organizations contributes to medical debt prevalence.

Research gaps: Policies for addressing medical debt

e The impact of more recent state medical debt protections and community benefit
regulations on medical debt;

e The impact of increased financial assistance grants on overall hospital financial
health (to assess the extent to which hospitals can offer more assistance).
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Select policy recommendations

Target Policy Impact Context for impact rating Example
Insurance Universal High Medical debt rates are lower for | Canada’s health system
coverage and insurance Americans with Medicare, is publicly funded and
benefit design | coverage with Medicaid or VA coverage; regionally administered,
low or no cost residents of countries with provides universal
sharing universal coverage report much | coverage for physician,
lower rates of difficulty paying | diagnostic, and hospital
medical bills. services with no cost
sharing.
Insurance Medicaid High Medicaid expansion is North Carolina was the
coverage and expansion associated with lower rates of latest state to expand
benefit design medical debt. Medicaid in 2024,
receiving strong
bipartisan support.
Insurance Cost sharing Medium While states can use Colorado’s state
coverage and limits for standardized plan requirements | standardized plan has
benefit design | marketplace to limit cost sharing for certain | no cost sharing for
plans conditions, other forms of cost | diabetes supplies or
sharing remain prevalent. outpatient mental
health visits.
Insurance Public option Medium With publicly set Washington State’s
coverage and reimbursement rates and lower | Cascade Plans cap
benefit design cost sharing standards, a public | provider
option has the potential tobea | reimbursements at
more affordable plan and create | 160% of Medicare rates.
more competition in the
marketplace; however, results in
states where this is
implemented have not found
significant premium reductions.
Insurance Prohibiting Low Preventing Al-driven insurance | California now prohibits
coverage and automatic denials helps reduce health insurance
benefit design | insurance unreasonable claim denials companies from making
denials using which patients then must care denials based on
Al appeal. medical necessity solely
by Al tools.
Hospital Eligibility Low Standard eligibility criteria for Washington requires
financial standards for financial assistance makes free | hospitals to offer free or
assistance financial and discounted hospital care discounted care to those
assistance more accessible and less making up to 300% FPL.
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confusing; however, patients
still may not be aware that
assistance is available and still
have to apply.

Some larger hospitals
have higher eligibility
thresholds.

Hospital Patient Medium Patient screening takes the Oregon requires
financial screening for burden off patients to apply for | hospitals to screen all
assistance financial financial assistance and ensures | patients for financial
assistance that eligible patients are assistance if they are
receiving the appropriate uninsured, covered by
discount. Medicaid, or owe over
$500 after insurance.
Policymakers should be aware of
implementation challenges that
states have reported, including
reliability of tech tools for
screening. Policy is most
effective if patient screening
occurs before the first bill, as
opposed to prior to debt being
sent to collections.
Hospital Reporting Low Reporting requirements Illinois requires
financial requirements improve transparency, but area | hospitals to include the
assistance small step to reducing medical number of financial
debt. assistance applications
approved and denied on
The benefits of reporting their community
requirements can be boosted if | benefits report.
states make them publicly
available, easy to compare, and
use standardized metrics and
formatting.
Hospital Government Low Guidance from the IRS and CMS | This has not yet been
financial guidance would help remove legal hurdles | implemented.
assistance to hospitals who want to offer
financial assistance for patient
cost sharing.
Hospital Uniform Low Uniform applications for Maryland developed a
financial financial financial assistance makes free | common financial
assistance assistance and discounted hospital care assistance form to be
application more accessible and less utilized by all hospitals.

confusing; however, patients
still may not be aware that
assistance is available and still
have to apply.
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Hospital Community Medium Community benefit thresholds | Oregon sets community
financial benefit help hold hospitals accountable | benefit spending
assistance minimum for giving back to communities. | thresholds for hospitals
spending However, not all types of based on their past
thresholds community benefit spending spending, patient
are equally beneficial for revenue, and operating
preventing medical debt or margin.
improving community health,
and the success of the program
may depend on how it is
enforced.
Billing and Prohibit Medium These measures would protect Oklahoma prevents
Collections balance billing patients from out-of-network out-of-network balance
by out of billing for ground ambulance billing for people in
network rides, which has an average state regulated plans.
ground patient cost of $500-S750.
ambulances
Billing and Limits on High Limiting extraordinary North Carolina prohibits
collections extraordinary collection actions protects hospitals from placing
collection patients from some of the most | liens on a primary
actions harmful consequences of owing | residence, foreclosing on
medical debt. Policymakers a patient’s property, or
should be aware that hospitals garnishing wages to
may respond to such limits by seek repayment of
requiring payment upfront. medical debt.
Billing and Limits on Medium Limiting interest rates protects | Illinois prohibits interest
collections interest rates patients from predatory loans on medical bills over
for medical and prevents financial harm $300 for uninsured
debt from debt. However, this is a patients eligible for
downstream intervention. financial assistance.
Billing and Installment Low Affordable installment plans Maryland requires
collections plan help make medical debt more hospitals to offer
regulations manageable and prevent installment payment
financial harm from debt. plans to all patients with
However, this is a downstream | medical debt with
intervention. monthly payments no
more than 5% of gross
monthly wages.
Billing and Appeals Low Facilitating easier appeals for If a patient believes they
collections process billing can help improve were wrongly denied
regulations compliance with regulations, financial assistance or

and give patients an option for

has another issue with

reducing their bill if they were hospital medical debt,
wrongly charged. they can contact the
Maryland Attorney
General for assistance
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with the appeal. They
can also file a complaint
with the Maryland
Health Services Cost
Review Commission
(HSCRC). If a hospital
violates the law, the

hospital may be fined
$50,000 per violation.

Downstream Medical debt Medium Immediately reduces medical North Carolina paired $4

solutions relief debt burden in the short term. billion in medical debt

However, research does not relief with financial
show a positive impact on assistance standards
patients’ mental health or and upstream
financial security. Relieving debt | protections to prevent
may result in future medical future debt.

bills going unpaid and allows

hospitals to avoid reforming

their billing practices.

Downstream Banoncredit | Medium Immediately reduces harm to Minnesota does not

solutions reporting credit from medical debt in the | allow medical debt to be

short term. Impact on financial | reported to credit
outcomes may be limited, agencies as of 2024.
according to recent research.

Downstream Disallow/limits | Medium Limiting medical credit cards No states have

solutions on use of protects patients from predatory | implemented bans on
medical credit loans and prevents financial medical credit cards as
cards harm from debt. However, this | of yet.

is a downstream intervention.

Cost of care Facility fee/ Medium Facility fees are one driver of Connecticut prohibits
site-neutral high cost of care which can lead | hospitals from
payments to medical debt, but the impact | collecting facility fees

of this policy on medical debt is | for certain outpatient
unknown. services.

Cost of care Price controls [ High Reducing the cost of care for Several states have

patients is key for reducing
medical debt in the long term.

limited hospital or other
provider prices for state
employees. In Montana,
this policy saved nearly
$50M over three years.
North Carolina’s
reference pricing for
state employees was
projected to save S300M
per year.
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Cost of care

Regulations on
hospital
consolidation

Medium

Hospital mergers are a driver of
higher costs and are associated
with higher rates of medical
debt. The impact of these
regulations on medical debt is
unknown.

Indiana requires health
care entities to provide
written notice of certain
mergers or acquisitions
with a value of at least
$10 million, at least 90
days prior to the date of
the transaction, to the
office of the attorney
general.
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| Resources

National

Hospital billing and collection practices, a national data set - Lown Institute, 2025

Medical Bills: Everything you need to know about your rights - U.S. PIRG & Community
Catalyst, 2025

Did your insurance deny your health care claim? How to appeal. - U.S. PIRG, 2024

- US. PIRG, 2023

State

State Protections Against Medical Debt: A Look at Policies Across the U.S.
Commonwealth Fund, 2023

A Compendium of State Policies to Curb Hospital Prices and Reduce Medical Debt
Community Catalyst, 2023

2025 State Legislation to Lower Health System Costs
National Academy for State Health Policy (NASHP), 2025

State Laws Passed to Address Health System Costs: 2020-2024
National Academy for State Health Policy (NASHP), 2024
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https://lowninstitute.org/projects/hospital-billing-and-collection-practices-a-national-data-set/#
https://pirg.org/resources/medical-bills-everything-you-need-to-know-about-your-rights/
https://pirg.org/edfund/resources/did-your-insurance-deny-your-health-care-claim-how-to-appeal/
https://pirg.org/edfund/articles/why-you-can-now-have-faith-good-faith-estimates/
https://www.commonwealthfund.org/publications/fund-reports/2023/sep/state-protections-medical-debt-policies-across-us
https://communitycatalyst.org/resource/50-states/
https://nashp.org/state-tracker/2025-state-legislation-to-lower-health-system-costs/
https://nashp.org/state-laws-passed-to-address-health-system-costs-2020-2024/

Experts available for contact

Name Affiliation Contact Area(s) of expertise Contact me for (eg.
Information community advocacy,
policy advice, research)
Adam Fox Colorado afox@cohealthiniti | Hospital financial Policy advice, state and
Consumer Health | ative.org assistance, medical community advocacy
Initiative debt, site neutral
payments/ facility fees,
surprise/ balance
billing, insurance plan
design
Michelle Community msternthal@com | Hospital financial Federal and state policy
Sternthal Catalyst munitycatalyst.org | assistance policy and and advocacy, narrative
enforcement, change, community
aggressive billing and engagement
collection, hospital
consolidation & private
equity investments in
healthcare, marketplace
affordability, benefit
designs and network
adequacy
Eli Dollar For eli@dollarfor.org Hospital financial Policy advice, federal and
Rushbanks assistance state advocacy, research
Patricia U.S. PIRG pkelmar@pirg.org | Health care cost Federal and state policy
Kelmar containment, surprise | information and advice,
billing, claim denials, patient stories, media
medical credit cards, interviews, public speaker,
consumer/patient grassroots activation,
protections coalitions, collaboration
Neale Stanford nmahoney@stanfo | Medical debt, hospital | Policy advice, research
Mahoney University rd.edu financial assistance, advice, media engagement
health insurance
reform, provider
payments reform
Berneta L. National bhaynes@nclc.org [ Medical debt collection | Federal and state policy
Haynes Consumer Law practices, hospital information/research and

Center

financial assistance,
balance billing, racial
impacts of medical debt

advocacy, media
interviews, public speaker
or panel participation
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Marceline
White

Economic Action
Maryland Fund

marceline@econac
tion.org

Medical debt, hospital
financial assistant,
excessive collection
actions, state policy
advocacy

Federal and state policy,
policy advocacy at the
state level, coalition
building, research, public
speaker, or panel
participation
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