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Key Points
• Direct care models are a growing
innovation bypassing third-party
payers and giving patients more
choice and price transparency.
• Direct primary care gives
patients more access to their
primary care provider than
traditional providers with lower
out-of-pockets costs.
• Direct primary care can be
a valuable supplement for
Medicaid beneficiaries who have
trouble getting necessary care.

Introduction

Over the past several decades in the United States, the healthcare industry has
become increasingly dominated by third-party payers. An individual’s health
coverage, whether it is private, Medicare, or Medicaid, can significantly influence
healthcare decision-making. A health plan can determine which medical professional is seen, which prescription drugs are filled, and even whether a procedure
can be done.
The United States healthcare system hasn’t always been dominated by third-party
payers but has become distorted from many years of government regulations
(Balat et al.). Third-party payers are any entity, other than the patient, that reimburses healthcare providers for their services. They include insurance companies,
employers, the federal government, and state governments through Medicare and
Medicaid. The current system with heavy influence of third-party payers under
government mandates is the source of many frustrations. For most people, their
health coverage is tied to their employer, making it more difficult to change jobs
(Madrian). Prices for healthcare are typically unknown before a procedure for
patients and even providers, leading to surprise bills after procedures are done
(Cooper and Scott Morton).
To address many of these frustrations caused by third-party payers, many patients
and doctors have found it easier to bypass this system entirely. Medical practices
that do this are broadly referred to as direct care. Direct care practices seek to
resolve the flaws of recent years by providing transparent pricing and strengthening the doctor-patient relationship. Direct care has gained momentum in primary
care, surgery, pharmaceuticals, and dentistry. Direct care functions differently in
each setting, but the central idea is that third-party payers are not involved, and
prices are known before the patient sees the medical professional.
The current healthcare system as it stands is not working for many Americans.
Awareness of direct care can limit the current prominence of third-party payers,
encourage competition, and give patients more control of their healthcare. In this
policy perspective, we will review several direct care models that accomplish this.

Direct Primary Care

Direct Primary Care (DPC) practices are a commonly utilized direct care model.
These primary care practices require small periodic fees (typically monthly), and
in return patients are not charged out of pocket for each individual appointment.
Patients are allowed to see their provider as often as they like for preventative,
wellness, and chronic care, and certain medical tests are included in the membership fee depending on the membership agreement (AAFP 2019a). Currently there
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are around 1,200 DPC practices in 48 states (DPC Frontier
2019b).
States have the ability to regulate DPC as they see fit, and
more than two-thirds have crafted legislation to do so
(Lucia et al.; DPC Frontier 2019a). Texas, like many other
states, has codified that DPC does not fall under insurance
and should not be regulated as such (Texas Occupation
Code). DPC is not a substitute for health insurance and
frequently supplements traditional health insurance. It can
be an option for people enrolled in high-deductible health
plans (HDHP), which have become more common in
recent years (Cohen and Zammitti).
A common misconception about DPC is that it is concierge medicine by a different name. Concierge medicine,
sometimes called “retainer,” “luxury,” or “boutique,” is
primary care that is defined by having a supplemental fee
for enhanced access to a primary care provider (Alexander),
while still billing third-party payers.
Concierge medicine and DPC have many similarities. These
include that providers in these types of practices generally
have fewer patients compared to typical primary care providers, and they will charge patients a regular fee. Patients
will be able to spend more time with their provider, and
they typically can communicate with their provider after
hours either over the phone or by email.
However, there are also major differences. First, pure DPC
practices do not bill third-party payers, while concierge
practices commonly bill third-party payers for the visits in
addition to the membership fee. Second, concierge medicine generally requires fees to be paid annually or quarterly,
while DPC practices typically require membership fees to
be paid monthly. Finally, concierge practices have higher
fees. One study found that DPC practices typically charge
an average of $77 per month, while concierge practices
charge an average of $182 per month (Eskew and Klink,
795).
There are many benefits from DPC for both patients and
providers, most notably the absence of structure and
requirements of third-party payers from the doctor-patient
relationship. For individuals enrolled in this type of care,
the DPC provider can provide most medical care, and an
HDHP can be purchased to cover unexpected, high-cost
medical necessities. Employers looking to reduce healthcare costs for their employees can enroll their employees in
direct primary care memberships in conjunction with an
HDHP, which can satisfy employees’ needs as well as save
money for the company. Companies that switch to membership agreements can have savings of 30 to 50 percent of
their annual healthcare costs (Anderson).
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Patients in Direct Primary Care
A significant benefit of DPC practices for patients is that
they have a better opportunity to form a stronger relationship with their provider. DPC practices generally have
patient panels between 600 and 800 patients, whereas a
typical primary care provider that bills insurance will typically have patient panels upward of 2,000 patients (AAFP
2014). Since DPC practices have much fewer patients to
care for, patients are able to spend an average of 35 minutes
with their physician (Eskew and Klink, 796) compared to
an average of 8 minutes for typical primary care providers
(Schimpff).
Additionally, many DPC providers connect with their
patients through an app that allows for texts and email,
eliminating the need for in-person appointments in many
instances. Physicians can meet virtually with patients to
diagnose illnesses and prescribe medication. Another
benefit of DPC is flexibility and portability. If a patient has
developed a strong relationship with a provider and the
patient travels frequently or moves to a new city, the flexibility of email and phone calls allows the patient to continue
to receive care from the same DPC provider. According to
a survey study, 82 percent of DPC practices have physician
email access and 76 percent allow patients to have 24-hour
access to their DPC provider (Rowe et al.).
Memberships can be bought privately by individuals and
families or by employers as an alternative, or they can be
bought in conjunction with fee-for-service health insurance plans. If one chooses to purchase this type of coverage,
monthly fees typically cost between $50 and $100 per person (Thornton). Patients who switch can save 85 percent on
out-of-pocket costs that are associated with fee-for-service
models (Eskew and Klink, 796).
Many minor procedures such as stitches, wart removals,
or vaccinations are frequently included in the monthly fee.
Other services, such as tests that cannot be done in-house
or less common procedures will typically be provided to
members at an additional cost, but this in some cases may
be lower than what a patient would pay with insurance
(HCN). Price transparency is a welcomed feature for users
of DPC; prices are known upfront, allowing patients to budget for their care. The extent of additional services varies by
practice. One physician practicing in this model noted that
paying an additional fee of $50 is still significantly cheaper
than going to an emergency room for the same procedure with insurance, saving patients thousands of dollars
(Rohal).
Because DPC only covers primary care, in the event of a
more serious health need in which a patient needs to see a
specialist, having an HDHP as a safety net is recommended.
Texas Public Policy Foundation
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The American Academy of Family Physicians states that
“because some services are not covered by a retainer,
DPC practices often suggest that patients acquire a high-
deductible wraparound policy to cover emergencies” (AAFP
2019b).
There can be significant health benefits for patients who
enroll in DPC practices. The DPC model is designed to foster more frequent and in-depth communication with their
primary care provider. Research has shown that primary
care plays an important role in people’s health. For example,
one study found higher utilization of primary care is related
to lower rates of emergency department visits (see Figure 1)
(PCPCC). Another study found that more access to primary
care providers is associated with higher life expectancy
(Basu et al.). Since DPC promotes a closer relationship
between doctors and patients, it has the potential to improve
the long-term health of its users.
Figure 1. Relationship between primary care spending
and emergency department visits

Source: PCPCC
A recent study found that patients in a high-touch primary
care model, which included more frequent visits to a primary care provider, have lower healthcare costs and fewer
hospitalizations in the 12 months following the intervention, compared to patients in a standard course of treatment
(Ghany et al.). Though this study did not specifically study
DPC, it suggests that the DPC model of encouraging more
frequent primary care visits could potentially improve
patient outcomes in the long run.
Physicians in Direct Primary Care
Increasingly, physicians are attracted to DPC due to the
numerous benefits that it provides them. First, there’s less
administrative work involved when providers don’t need
to file claims or negotiate with insurance companies for
inclusion in networks. The American College of Physicians
states “administrative tasks are keeping physicians from
entering or remaining in primary care and may cause them
to decline participation in certain insurance plans because of
the excessive requirements. The increase in these tasks has
www.TexasPolicy.com
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been linked to greater stress and burnout among physicians.”
(Erickson et al.). The DPC model may be an upgrade for
providers frustrated by the traditional model.
With freedom from dealing with third-party payers, DPC
providers can enroll fewer patients without sacrificing office
space or income. Smaller patient panels for DPC providers allow them more time with each patient and will come
with lower overhead for practices. One practice claims their
overhead is about 40 to 60 percent lower compared to a
typical practice (Forrest). Practices do not need the staff and
other resources to process and carry out the responsibilities
associated with third-party payers. Insurance also does not
have a high compensation rate for small, outpatient appointments, which forces practices to bring in more patients with
shorter appointments. By billing on a monthly basis, rather
than on a per-claim basis, DPC providers have a more predictable revenue stream, which can reduce uncertainty and
can help them better manage their practice.

Other Direct Care Models

Other direct care models exist outside of direct primary
care, allowing patients to find providers to meet their medical needs at affordable prices. For some, pharmaceuticals,
surgeries, and specialty services may play a large part in
their chronic care. Others may seek these services out as
needed and see the benefit in not having paid a premium
before knowing about their medical needs. The central idea
of these other direct care models is that, like DPC, they
don’t involve third-party payers in the process. Without the
presence of the current third-party payer model, pricing
becomes more transparent, and patients are not limited by
provider networks, giving patients more power to control
their own healthcare decisions.
Direct Surgical and Specialty Care
There is a growing market of surgical centers and specialty
care practices that exclusively accept cash, bypassing thirdparty payers entirely. While different from the DPC model
where a periodic fee pays for multiple medical services,
these practices offer a fully transparent price list for patients
to utilize with a pay-as-you-go model. Practices post the
prices of procedures, which include the cost of the procedure(s), plus other associated fees, such as facility fees,
anesthesiologist fees, overnight stay, and follow-up appointments. Although specifics vary by each practice, some
providers, such as the Surgery Center of Oklahoma and the
Texas Free Market Surgery, will not charge additional fees if
there are unforeseen complications prior to discharge from
the facility (Surgery Center of Oklahoma; Texas Free Market
Surgery).
Direct surgical centers will typically perform non-urgent
procedures such as knee replacements, setting and casting
3

Choosing Your Care: How Direct Care Gives Patients More Choice

broken bones, and procedures for carpal tunnel syndrome,
as an alternative to inpatient care at a fee-for-service
hospital. The Surgery Center of Oklahoma and the Texas
Free Market Surgery are two prominent surgery centers of
this style. Both centers have transparent pricing for every
procedure on their websites. This level of price transparency
gives patients not only one fixed price before the surgery is
performed, but it also gives them the opportunity to decide
if the cash prices are more affordable than if their procedure was processed through a third-party payer. In the
current model of healthcare with third-party payers heavily
involved, patients and doctors generally do not know the
actual cost of their procedures until after the procedure is
performed.
Another model of direct care is common with cosmetic
procedures, such as plastic surgery or LASIK eye surgery
(Herrick). Because these types of procedures are not typically covered by health insurance, patients are required to
pay out of pocket. Consequently, providers will frequently
list prices on their website, so patients know the cost of the
procedure. The benefits of this level of price transparency
are clear. From 1992 to 2012, while the cost of medical care
has increased by about 120 percent, cosmetic services have
increased by only 30 percent. In fact, the cost of conventional LASIK eye surgery has declined by 25 percent from
1999 to 2011 (Herrick, 2).
Direct Pharmaceutical Care
In direct pharmaceutical care, pharmacists and physicians
are legally allowed to dispense prescription drugs to patients
based on physician prescriptions without going through
the patient’s insurer to pay for the medications (DirectRX).
Direct pharmacies do not bill third-party payers and experience lower overhead costs by not relying on pharmacy benefit managers (PBMs). PBMs negotiate the cost of prescriptions for insurers, with their rebates from manufacturers
possibly making up 40 percent of the price consumers pay
(Seeley and Kesselheim). Under the PBM model, consumers
are unable to see how much of a rebate they are paying back
to manufacturers.
A poll released in 2019 found that 3 in 10 adults ages 50 to
64 have reported difficulty in affording their medications;
29 percent of adults reported that costs have caused them to
not take their medications (Kirzinger et al.). The expansion
of direct pharmacies can help patients adhere to the medicinal directives of their physicians through ease of access and
potentially lower costs.
Dental Memberships
Similar to direct primary care, another growing direct care
model is dental membership (Tuohy). Like DPC, dental
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memberships do not bill third-party payers but consist
of a regular fee (around $10-50 per month) (Raymond-
Allbritten; Sadusky; Tuohy), which typically allows patients
to receive two checkups, consisting of cleanings and X-rays,
each year. Additionally, the dental professionals will give
discounts on more extensive procedures such as extractions
or dentures. Dental memberships typically replace dental
insurance, in contrast to DPC which will usually supplement health insurance.
While these memberships don’t have unlimited access to the
provider, they still benefit both patient and provider. These
memberships bypass third-party payers entirely, providing
transparent pricing and simplifying the doctor-patient relationship. With people increasingly citing financial barriers
to dental care (Vujicic et al.), these types of memberships
may be a cost-effective method to increase access to dental care. Dental memberships are also beneficial for dental
professionals by helping reduce overhead by eliminating
the need to have the staff and infrastructure in place to bill
third-party payers (Burger).

Direct Care in Texas

Texas is one of the many states that has included a definition for direct primary care in state law, codifying that
these practices and membership schemes operate outside of
insurance and cannot be regulated as such (Texas Occupation Code). Direct care has been studied by physician and
surgeon membership groups and has been supported due to
its practicality and quality of care and services afforded to
the patient (Alfano).
Texas has a diverse and vast population that includes metropolitan, suburban, and rural communities, all of which
can benefit from the education and expansion of the direct
care model. There are over 28 million people living in Texas,
with approximately 80,000 practicing physicians (TMB
2019a). However, these physicians are not equally spread
out throughout the state. Harris County, where Houston is
located, has more than 15,000 physicians of varying specialties (TMB 2019b). But Bailey County, located in the Texas
panhandle, only has two practicing physicians for approximately 7,000 residents (TMB 2019b).
As cities such as Austin and Houston continue to grow, the
ability to consult a doctor over the phone can ease a stressful workday. Parents can contact their DPC provider when
they have a sick child, instead of bringing that child into a
doctor’s office and potentially getting them even more sick.
For rural communities, who may not have access to a doctor in a nonemergency case, access to DPC can save time
and travel costs and can give individuals and families the
peace of mind that they have reliable access to a healthcare
provider. This level of flexibility would be especially valuable
Texas Public Policy Foundation
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for Medicaid beneficiaries who have challenges with transportation or finding other arrangements for children.

Conclusion

Access and affordability are some of the healthcare issues
that matter most to average Americans. Physicians are innovating, and the healthcare market in Texas and the United
States is adapting to patients’ needs by expanding direct
care. We have seen direct care models prosper, particularly
in primary care, surgery, pharmaceuticals, and dentistry.
These direct care models can vary quite a bit, but the
central themes behind them are strengthening the doctor-
patient relationship, reducing the influence of middlemen,
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and providing more transparency to the system. DPC is a
growing model that can have positive impacts on patients,
particularly for their health and for their wallets. This
innovative form of care allows patients to have a close relationship with their medical professional at a membership
fee which may be more affordable than paying the required
premiums and co-payments necessary in a fee-for-service,
third-party payer model. As the direct care model continues
to grow, it can become another tool in developing a better
doctor-patient relationship and could be a good supplement
for people who face healthcare plans with higher and higher
deductibles.



References

AAFP (American Academy of Family Physicians). 2014. Direct Primary Care: An alternative practice model to the fee-forservice framework. American Academy of Family Physicians.
AAFP (American Academy of Family Physicians). 2019a. “Direct Primary Care.” Accessed September 12.
AAFP (American Academy of Family Physicians). 2019b. “Direct Primary Care: Delivering Exceptional Care. On Your
Terms.” Accessed November 15.
Alexander, G. Caleb, Jacob Kurlander, Matthew K. Wynia. 2005. “Physicians in Retainer (“Concierge”) Practice: A National
Survey of Physician, Patient, and Practice Characteristics.” Journal of General Internal Medicine. 20: 1079-1083.
Alfano, Kate. 2019. “Back to the future with Direct Primary Care.” Texas Academy of Family Physicians. Accessed September 13.
Anderson, Will. 2019. “Rudy’s BBQ expects to slash health costs with major change to employee benefits.” Austin Business
Journal, June 6.
Balat, David, Elizabeth O’Connor, Jennifer Minjarez, and Emily Heubaum. 2019. A Brief History of Government Intervention in the U.S. Healthcare System. Texas Public Policy Foundation.
Basu, Sanjay, Seth A. Berkowitz, Robert L. Phillips, Asaf Bitton, Bruce E. Landon, Russell S. Phillips. 2019. “Association of
Primary Care Physician Supply With Population Mortality in the United States, 2005-2015.” Journal of the American Medical Association. 179(4):506-514.
Burger, David. 2018. “In-office membership plans could build patient loyalty, revenue.” ADANews, June 22.
Cohen, Robin A., and Emily P. Zammitti. 2018. High-deductible Health Plan Enrollment Among Adults Aged 18-64 With
Employment-based Insurance Coverage. National Center for Health Statistics.
Cooper, Zack and Fiona Scott Morton. 2016. “Out-of-Network Emergency-Physician Bills—An Unwelcome Surprise.” The
New England Journal of Medicine. 375:1915-1918.
Erickson, Shari M., Brooke Rockwern, Michelle Koltov, Robert M. McLean, for the Medical Practice and Quality Committee of the American College of Physicians. 2017. “Putting Patient First by Reducing Administrative Tasks in Health Care: A
Position Paper of the American College of Physicians.” Annals of Internal Medicine. 166(9): 659-661.
Eskew, Philip and Kathleen Klink. 2015. “Direct Primary Care- Practice Distribution and Cost Across the Nation.” Journal
of the American Board of Family Medicine 28(6): 793-801.

www.TexasPolicy.com

5

Choosing Your Care: How Direct Care Gives Patients More Choice

January 2020

DirectRX. 2019. “About Us.” Accessed November 20.
DPC Frontier. 2019a. “2019 DPC Laws + Pilots.” Accessed November 4.
DPC Frontier. 2019b. “DPC Frontier Mapper.” Accessed November 4.
Forrest, Brian R. 2007. “Breaking Even on Four Visits Per Day.” Family Practice Management. 14(6):19-24.
Ghany, Reyan, Leonardo Tamariz, Gordon Chen, Elissa Dawkins, Alina Ghany, Emancia Forbes, Thiago Tajiri, Ana Palacio.
2018. “High-Touch Care Leads to Better Outcomes and Lower Costs in a Senior Population.” American Journal of Managed
Care. 24(9): e300-e304.
Health Care News (HCN). 2019. “Direct Primary Care Offers Cost Savings, Privacy, Personalized Care.” Heartland Institute, August 30.
Herrick, Devon M. 2013. The Market for Medical Care Should Work Like Cosmetic Surgery. National Center for Policy Analysis.
Kirzinger, Ashley, Lunna Lopes, Bryan Wu, and Mollyann Brodie. 2019. “KFF Health Tracking Poll- February 2019: Prescription Drugs.” Kaiser Family Foundation, March 1.
Lucia, Kevin, Justin Giovannelli, Sabrina Corlette, JoAnn Volk, Dania Palanker, Maanasa Kona, and Emily Curran. 2018.
State Regulation of Coverage Options Outside of the Affordable Car act: Limiting the risk to the individual market. Commonwealth Fund.
Madrian, Brigitte C. 1994. Employment-Based Health Insurance and Job Mobility: Is there Evidence of Job-Lock? Quarterly Journal of Economics. 109(1):27-54.
PCPCC (Patient-Centered Primary Care Collaborative). 2019. “Investing in Primary Care: A State-Level Analysis.”
Raymond-Allbritten, Jessica. 2019. “In-office membership plans 101.” Registered Dental Hygienist Magazine. April 1.
Rohal, Patrick. 2015. “Why in the World Would I Pay Twice for Healthcare.” Covenant MD, November 8.
Rowe, Kyle, Whitney Rowe, Josh Umbehr, Frank Dong, and Elizabeth Ablah. 2017. “Direct Primary Care in 2015: A Survey
with Selected Comparisons to 2005 Survey Data.” Kansas Journal of Medicine. 10(1):3-6.
Sadusky, Alex. 2018. “The Dental Drilldown: Dental membership plans 101.” Dental Economics. July 1.
Seeley, Elizabeth and Aaron S. Kesselheim. 2019. “Pharmacy Benefit Managers: Practices, Controversies, and What Lies
Ahead.” Commonwealth Fund, March 26.
Schimpff, Stephen. 2014. “How Many Patients Should a Primary Care Physician Care For?” MedCity News, February 24.
Surgery Center of Oklahoma. 2019. “Surgery Pricing.” Accessed November 21.
Texas Free Market Surgery. 2019. “Surgery Pricing.” Accessed November 21.
TMB (Texas Medical Board). 2019a. “Physicians Statistics 2019 May- Physicians by Age.” Accessed November 4.
TMB (Texas Medical Board). 2019b. “Physicians Statistics 2019 May- Physicians by County.” Accessed November 4.
Texas Occupation Code. Chapter 162. Sec. 162.253.
Thornton, Krystle. 2019. “The cost-savings for direct primary care patients.” Elation Health, February 19.
Tuohy, Cyril. 2017. “Dental Savings Plan Enrollment Rises 20 Percent.” InsuranceNewsNet. December 14.
Vujicic, Marko, Thomas Buchmueller, and Rachel Klein. 2016. “Dental Care Presents the Highest Level of Financial Barriers, Compared to Other Types of Health Care Services.” Health Affairs 35(2): 2176-2182.

6

Texas Public Policy Foundation

ABOUT THE AUTHORS
Stephen Pickett, Ph.D., is a healthcare economist for the Right on Healthcare Initiative at the
Texas Public Policy Foundation. Prior to joining the Foundation, Pickett worked in the health
insurance industry. There he researched the relationship between different insurance products
and healthcare utilization and outcomes, as well as alternative provider reimbursement strategies.
His research during graduate school focused on the impacts of the Affordable Care Act’s marketplaces on Texans and how providers change their behavior when alternative payment models are
introduced.
Pickett has a Ph.D. and M.A. in economics from Rice University and a B.B.A. in business fellows and
mathematics from Baylor University.
Elizabeth O’Connor is a legislative fellow on the Right on Healthcare team at Texas Public Policy
Foundation. She has co-authored a paper entitled A Brief History of the Government Intervention in
the U.S. Healthcare System, and her work has been published in The Hill and the Washington Examiner. Prior to working at the Foundation, she was a policy intern during the 86th Legislative Session
with Sen. Donna Campbell, M.D., where she researched topics such as agriculture, water, and rural
areas. She also was a visiting fellow at the Wales Centre for Public Policy, studying youth homelessness in Cardiff, UK.
O’Connor received a master of public service and administration from the Bush School of Government and Public Service at Texas A&M University. She focused her studies on public policy analysis
and public management in a state government context. She has a B.A. from Manhattan College in government,
international studies, and economics.
David Balat is the director of the Right on Healthcare initiative at the Foundation. He has broad
experience across the healthcare spectrum with special expertise in healthcare finance. He is
a former congressional candidate in Texas’ 2nd Congressional District and a seasoned hospital
executive with more than 20 years of healthcare industry leadership and executive management
experience.
Balat has earned the privilege of being invited to testify before the U.S. House Committee on
Oversight and Reform in Washington, D.C., and before various House committees in the Texas
state Legislature. He is a published op-ed columnist in The Hill, Real Clear Politics, and other news
outlets and an active speaker and commentator on matters of health policy. He speaks at national
conferences and advises on healthcare policy to both state and federal lawmakers.
Balat often volunteers to help families navigate their bills and how to understand their benefits. He serves as a board
member for a nonprofit focused on educating legislators and the community about important matters pertaining to
healthcare freedom.
Balat is a first generation American and the first in his family to graduate from college. He received his B.S. from the
University of Houston and joint master’s degrees in business administration and hospital administration from the
University of Houston – Clear Lake.

About Texas Public Policy Foundation

The Texas Public Policy Foundation is a 501(c)3 non-profit, non-partisan research institute. The Foundation
promotes and defends liberty, personal responsibility, and free enterprise in Texas and the nation by educating and affecting policymakers and the Texas public policy debate with academically sound research
and outreach.
Funded by thousands of individuals, foundations, and corporations, the Foundation does not accept government funds or contributions to influence the outcomes of its research.
The public is demanding a different direction for their government, and the Texas Public Policy Foundation
is providing the ideas that enable policymakers to chart that new course.

901 Congress Avenue | Austin, Texas 78701 | 512.472.2700 | www.TexasPolicy.com

