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EXECUTIVE SUMMARY 
Healthcare is at a crossroads in Texas. Decades of hospital and 
insurer consolidation and opaque pricing have pushed costs far 
above overall inflation, while patient choice has narrowed and 
physician independence has eroded (FTC, 2024b; Gaffney et 
al., 2025). The United States now spends roughly twice as much 
per capita on healthcare as other industrialized nations yet has 
a lower life expectancy (OECD, 2025; UN DESA Population Divi-
sion, 2024). Vertically integrated systems increasingly control 
care from the primary care visit through the hospital stay, using 
complex pricing, ownership, and opaque tactics to hide true costs 
and lower-cost alternatives from patients. 

Texas has addressed these problems piecemeal, one law at 
a time, but incremental fixes cannot repair a fundamentally 
broken market; instead, Texas should pursue transformational 
healthcare reform. Reform that promotes greater competition, 
transparency, and accountability would place downward pres-
sure on prices, improve access, and allow medical decisions to 
be driven by patient needs rather than government or corpo-
rate financial incentives. This paper recommends that the Texas 
Legislature pursue the following reforms: 

•	 Require full transparency. Require disclosure of actual prices, 
fees, commissions, rebates, ownership relationships, and 
conflicts of interest. 

•	 Expand ACA alternatives. Pursue Section 1332 waivers to open 
the market to more affordable, higher-quality alternatives to 
ACA-regulated plans. 

•	 Restore individual purchasing power. Expand portable 
benefits, direct primary care, health savings accounts, 
and direct-pay options so patients can control their own 
healthcare dollars. 

Tranformational Healthcare 
Reform 
WRITTEN BY Clifford F. Porter, MD, PhD

KEY POINTS
•	 As hospitals and insurance 

systems have consolidated, 
patients have faced rising 
costs and narrower choices, 
while physicians have lost 
independence, and control 
has shifted to a handful of 
large corporate systems.

•	 Price transparency alone 
is not enough: patients 
and employers need clear 
disclosure of actual prices, 
fees, commissions, conflicts of 
interest, and facility charges.

•	 Texas can bypass ACA 
restrictions through Section 
1332 waivers, catastrophic 
coverage options, expanded 
HSAs, portable benefits, and 
direct-pay alternatives.

•	 PBM, insurer, and hospital 
vertical integration should be 
addressed through antitrust 
enforcement, divestiture, 
anti-steering protections, 
and restrictions on anti-
competitive contracts.

•	 Restoring physician 
independence requires 
stronger limits on corporate 
practice of medicine, 
performance-based 
interference, non-competes, 
and administrative control 
over clinical judgment.
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•	 Protect physician-led medical decision-
making. Strengthen protections for physician 
independence and limit bureaucratic overreach 
in medical decisions. 

•	 Reform the prescription drug market. Prohibit 
spread pricing, coercive steering, and require 
disclosure of drug net prices and financial incen-
tives that increase costs, 

•	 Restore healthcare competition. Restrict anti-
competitive contracts, network barriers, and 
inappropriate facility fees, and prevent further 
vertical integration that limits patient choice and 
raises costs.

PART I: INTRODUCTION
Texas is at a healthcare crossroads: either enact 
transformational reform or face a worsening budget 
crisis. Texas can either cut services, ration healthcare, 
or raise taxes. Healthcare is a case study in the 
negative consequences of market consolidation, 
anti-competitive and unfair monopolistic practices, 
and government market interference (Bai, 2025c). 
Healthcare costs are rising astronomically, while 
patient options are shrinking and the quality of care 
is worsening, despite the United States having some 
of the most advanced medical care in the world. 
The true costs and access to care are convoluted, 
obscured, and even secretive.

Texas, however, has the opportunity to lead the 
nation in healthcare reform and incentivize high-
quality, affordable medical care with transparency 
and healthcare freedom. Better healthcare access 
can be achieved by returning financial control to 
individuals, thereby exerting downward pressure on 
prices and improving the quality of medical care.

Arguments against patient choice, physician inde-
pendence, and reform often defend centralized 
decision-making or the financial interests of incum-
bent insurers, hospital systems, PBMs, and other 
healthcare intermediaries that benefit from the 
existing system. Reform is not necessarily difficult, 

but resistance from those benefiting from the status 
quo is staggering.

Without reform, the electorate is susceptible to those 
offering easy, false promises of single-payer or 
“Medicare for all” options, which enrich the few and 
become de facto socialized government medicine, 
leading to rationing, poor quality, and higher costs 
(Atlas et al., 2024).

Healthcare reform will be successful, nonetheless, 
if it is based on creating open and transparent 
healthcare markets that can bypass the restrictive 
Affordable Care Act (ACA or Obamacare), which 
worsened monopolistic, anti-competitive market 
consolidation and continues to drive up costs.

The Cost of Consolidation: Higher Prices, 
Less Choice, and Weaker Care
The COVID pandemic revealed and intensified long-
standing problems in the American healthcare 
industry, including market consolidation, bureau-
cratic control, diminished physician indepen-
dence, and limited patient choice. A small number 
of government and corporate organizations now 
dominate the sector. This concentration enabled 
top-down government policies that worsened the 
COVID response, contributed to preventable deaths, 
undermined trust in medicine, further restricted 
patient choices, and opened the door to billions of 
dollars in fraud and waste (Atlas et al., 2024).

Data in Figure 1 highlight what anyone needing 
medical care already knows. The growth in admin-
istrators is revealing, as they justify their positions to 
meet the demands of insurance and government 
regulations, and command greater control over 
medicine (Gaffney et al., 2025).

Administrators, be they government or corporate, 
often rationalize their roles as necessary to make 
healthcare more efficient and improve medical 
care. However, excessive or duplicative govern-
ment regulations impose compliance costs that 
increase administrative burdens and raise the cost 
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of delivering care (Scott, 2025; Centers for Medicare 
& Medicaid Services, 2025).

If the rising costs correlated with better medical care, 
society might tolerate higher costs. However, the 
United States spends twice as much as other indus-
trialized countries do, with worse life expectancy 
(OECD, 2025; UN DESA Population Division, 2024).

Restoring affordable, high-quality care requires 
coordinated reforms to disrupt industry consolida-
tion and its negative consequences. Large hospital 
systems, insurance companies, and pharmacy 
benefit managers (also known as PBMs, which are 
drug middlemen that control most insurance) control 
all levels of care—from initial primary or urgent care 
to inpatient hospital care—thereby restricting patient 
choice and options (FTC, 2024b). Greater control 
over all levels of healthcare (also known as vertical 

integration) is the explicitly stated strategy of these 
corporations, such as Ascension, HCA, and insurers 
like Optum/United (Emerson, 2025).

Healthcare costs predictably rise as corporations 
consolidate ownership of facilities and clinics, often 
through private equity investors. Their investments 
are financed by increasing patient volume and 
billing, while decreasing the quality of care. Trust 
in medicine is undermined as physicians sacrifice 
time and independence needed for good medical 
care. Consolidation undercuts the independence of 
physicians, clinics, pharmacies, and all healthcare 
professionals. Physicians, as in any industry, work 
for those who pay them, which is now insurance or 
private equity investors (Gaffney et al., 2025)

Figure 1
Administrative Growth vs. Physician Growth in U.S. Healthcare (1970-2024)
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Note. Adapted from Figure 6, “Growth in the Numbers of Physicians and Health-Care Managers, 1970–
2024,” in “Health Care in the USA: Money Has Become the Mission,” by A. Gaffney, S. Woolhandler, D. U. 
Himmelstein, and D. McCormick, 2025, The Lancet, 406(10519), 2588–2600. Original figure based on an 
unpublished analysis by D. U. Himmelstein and S. Woolhandler of data from the Current Population 
Survey, U.S. Bureau of Labor Statistics, and National Center for Health Statistics.
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During COVID, for example, vertically integrated 
hospital systems required patients to go to their ERs 
instead of their outpatient clinics, which allowed the 
hospitals to bill ten times higher (Ho et al., 2017). Costs 
are inflated in other ways, as well: cash prices for 
X-rays are only $50-60, but copays with insurance 
are easily double for the patient. In another example, 
this year a patient from Texas Direct Medical Care 
was charged $130 for an EpiPen at CVS, which was 
required by his insurance (Aetna). He offered to pay 
cash but was told the cash price was $500. Costs 
quickly rise with multiple layers of middlemen. 
Copays for generic drugs may seem low at $10, but 
common generic medications are often less than 
$1 per month—a 1,000% markup. In these examples, 
insurers pass the costs along to patients in the form 
of higher premiums for the next year. 

Transformational Reforms
Restoring choice and lowering costs require several 
concurrent reforms: transparency in all aspects of 
healthcare, options beyond ACA, individual agency 
(such as monetary control and HSA expansions), 
drug reforms, antitrust enforcement, banning 
anti-competitive practices with penalties, and 
banning the corporate practice of medicine that 
has so badly harmed medical care.

Transparency in All Aspects of Healthcare: More 
than price transparency alone, transparency in 
all aspects of the healthcare industry is essential 
for patient choice and robust healthcare markets. 
Lack of transparency is a hallmark of unhealthy 
economies and markets, reflected in opaque and 
deceptive healthcare costs. Beyond retail prices, 

Figure 2
Price Changes for Selected U.S. Consumer Goods and Services and Average Hourly Wages, 
January 2000–June 2025

Note. Reprinted from “Time Pricing Mark Perry’s Latest Chart of the Century,” by G. L. Pooley, 2025, Human 
Progress. Original chart by M. J. Perry using data from the U.S. Bureau of Labor Statistics. 
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Figure 3
Life Expectancy vs. Health Spending per Capita in Selected High-Income Countries, 1970–2023

Note. Author’s calculations using life expectancy data from the United Nations, Department of Economic and 
Social Affairs, Population Division (2024), World Population Prospects 2024, and health expenditure data from 
OECD (2025), OECD Health Statistics 2025.

Note. Reprinted from “Mapping the Vertical Integration of Insurers, PBMs, Specialty Pharmacies, and Providers: A 2022 Update,” 
by A. J. Fein, 2022, Drug Channels (https://www.drugchannels.net/2022/10/mapping-vertical-integration-of.html).

Figure 4
Vertical Business Relationships Among Insurers, PBMs, Specialty Pharmacies, and Providers, 2022

https://www.drugchannels.net/2022/10/mapping-vertical-integration-of.html
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transparency reforms should include insurance 
fiduciary responsibility to patients; requiring disclo-
sure of conflicts of interest related to kickbacks or 
commissions; requiring site neutrality (i.e., surprise 
hospital fees charged for outpatient clinics); and 
further consumer incentives to shop for better and 
cheaper care. Additional reforms include medical 
liability for harm caused by medically inappro-
priate prior authorization and claims denials. Physi-
cians take the Hippocratic Oath; administrators and 
insurers should too.

•	 Bypass the Affordable Care Act: Bypassing 
the restrictions and problems with the ACA will 
create independent healthcare options in Texas. 
Expensive ACA Marketplace plans are unneces-
sary for most people with high deductibles and 
poor coverage, enriching insurance conglom-
erates while remaining a crushing burden on 
the self-employed and small businesses. Busi-
nesses with high-cost employee benefit plans 
also need options outside ACA restrictions. Even 
highly subsidized ACA options for lower-in-
come families still have high copay costs and 
extra billing (such as facility fees) just to have 
the privilege of possibly using the coverage, and 
85% of people never meet their annual deduct-
ible (Bai, 2025c). Healthcare costs cause infla-
tionary pressure throughout the economy. There 
are better options for Texas. Catastrophic-only 
plans, waivers from ACA regulations, expanded 
HSA options, cost-sharing options, and removing 
barriers to healthcare markets, including across 
state lines, will all put downward pressure on 
prices and improve actual healthcare. 

•	 Restore Individual Agency: portable bene-
fits and expanding HSAs. Several reform 
options can remove tax barriers, create incen-
tives for individuals’ plan options, and restore 
more choices in healthcare. “Portable bene-
fits” is the concept of allowing contractors, 
temporary workers, vendors, and other types of 
“gig-economy” workers to have plans outside of 
the ACA marketplace or tied to a job, and with 

employer contribution options as well. Portable 
benefits provide both healthcare coverage and 
employment flexibility, thereby increasing indi-
vidual economic freedom. Furthermore, Health 
Savings Accounts (HSAs) can be expanded and 
bring cash-pay market pressure to reduce costs. 
Expanding HSAs in state-controlled plans gives 
state employees and teachers direct purchasing 
power. Such a policy would be a de facto pay 
raise and bring market competition and options 
throughout the state, including to rural areas. 
Restoring individual control over healthcare 
plans restores choices, competition, and reduces 
administrative burden on businesses. 

•	 Drug Costs: Drug costs for patients are stag-
gering despite their cheap wholesale costs. 
Drug markets badly lack transparency, with 80% 
of the market being controlled by three PBMs 
(FTC, 2024ab). Several states are pursuing anti-
trust legislation to address PBM consolidation 
and control and offer the possibility of dramatic 
reductions in pharmacy prices. Direct physician 
dispensing is permitted in some form in 46 other 
states and the District of Columbia, but not in 
Texas (Dispense Doc, n.d.; Texas Medical Associa-
tion, 2026). Direct dispensing for acute care (e.g., 
steroid inhalers, antibiotics, epinephrine) and 
“biologic/biosimilar” drugs (e.g., autoimmune 
infusion drugs) are lifesaving but are restricted 
by PBMs, patent protections, and market-exclu-
sivity rules. At the same time, branded-drug list 
prices increased 159% from 2007 to 2018, while 
the prices manufacturers received after rebates 
and discounts increased only 60% (Hernandez et 
al., 2020). Similarly, annual list prices increased 
by approximately 12%, compared with only 3% for 
net prices, as rebates grew throughout the drug 
supply chain (Kakani et al., 2020). This widening 
gap makes it harder for patients and employers 
to know the true cost of a drug and can leave 
patients paying prices that do not reflect the 
discounts negotiated behind the scenes. Drug 
costs are perhaps the most visible way that 
patients are held hostage to their own health.



TEXAS PUBLIC POLICY FOUNDATION |  9

•	 Antitrust and Reversing Vertical Integration: 
Extensive research data shows how market 
consolidation causes increased costs and wors-
ened medical care (FTC, 2024b). Enforcing 
well-established and existing antitrust principles 
will begin to restore market competition, along 
with targeted state actions requiring divestiture 
where clear antitrust laws are violated. Divesti-
ture in all areas of healthcare vertical integration 
is nonetheless needed; otherwise, there are no 
choices. Transparency by a monopoly is mean-
ingless if there are no patient options. Targeted 
reform will remove anti-competitive, monopolistic 
practices by both hospital systems and insurers, 
hospital and insurance network restrictions, and 
gag clauses that prevent transparency.

•	 Restoring Physician Independence and Ending 
Corporate Practice of Medicine: The corpo-
rate practice of medicine refers to control over 
medical judgment by corporations or other enti-
ties that are not licensed to practice medicine 
(Texas Medical Association, 2016). More than 
30 states, including Texas, restrict this prac-
tice through statutes, licensing laws, court deci-
sions, or attorney general opinions, although 
the scope of those restrictions varies (Subbiah 
& Scheffler, 2025). Despite these protections, 
hospitals, insurers, and other corporate orga-
nizations can still influence clinical decisions 
through performance measures, compensation 
structures, productivity requirements, and other 
financial incentives (Reid et al., 2022). When 
these measures prioritize revenue, volume, or 
patient-satisfaction scores over medical judg-
ment, they can undermine physician indepen-
dence and affect the quality of patient care 
(American Medical Association, 2025; Reid et 
al., 2022). Restoring independent physician 
control and independent clinics will dramatically 
improve the quality of medical care. Restricting 
“performance measures” in all medical prac-
tices, including in hospitals, will free patients and 
healthcare professionals alike from improper 
financial influences.

Regulatory reform alone will be unsuccessful. 
Taxi-cab companies, for example, were heavily 
over-regulated. They did not reform; ride-sharing 
(Uber, Lyft, Waymo, etc.) emerged, bypassed them, 
and most taxi companies are now out of business. 
Texas can do the same for healthcare: transforma-
tional reform with more choices and fewer regula-
tions. Patient choice in a transparent healthcare 
market will both reduce costs and improve the quality 
of medical care. A lesson from ancient history is our 
model: Alexander the Great did not untangle the 
Gordian Knot; he just cut it. The healthcare Gordian 
Knot needs the same treatment.

PART II: NON-TRANSPARENT & ANTI-
COMPETITIVE CAUSES
Healthcare has not become complex and opaque 
by accident; government policy, consolidation, and 
administrative control have steadily weakened 
competition, obscured costs, and limited patient 
choice. In both Texas and the United States as a whole, 
market consolidation is enabled by government and 
the ACA, forcing independent and small hospitals, 
clinics, and insurers out of the market or into being 
swallowed up by larger corporations. Administrative 
burden is more easily absorbed by larger corpora-
tions, leaving smaller businesses unable to compete. 
In many regions of Texas, there are only one or two 
major hospital systems or insurers, creating regional 
monopolies that lead to predictable cost increases 
and reduced access to care (Health Care Cost Insti-
tute, 2024). The consequences of restricted markets 
have been described by every economist since 
Adam Smith’s The Wealth of Nations in 1776. The 
medical and healthcare consequences are predict-
ably poor. More perniciously, the unhealthy market 
conditions have gradually eroded trust in medicine 
itself. All of these and multiple factors have led to 
steadily rising healthcare inflation.
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Corporate Practice of Medicine 
The manifestation of corporate control and over-
reach is the previously mentioned “corporate prac-
tice of medicine” (CPM). Corporate and government 
bureaucracies may legitimately manage busi-
ness functions such as staffing, budgeting, billing, 
compliance, and scheduling because medical 
practices must remain financially and operation-
ally viable (Hellyer, 2020; Lo & Grady, 2021). The line 
is crossed when those same functions are used to 
interfere with or override a physician’s independent 
medical judgment or to penalize a physician for 
advocating for appropriate patient care. Texas law 
reflects this distinction: non-physician entities may 
provide administrative and management services, 
but physicians must retain control over medical 
services and patient care. Texas courts have upheld 
legitimate business-management arrangements in 
which physicians retained control of care but have 
invalidated arrangements in which a corporation 

controlled staffing, revenues, and the use of a physi-
cian’s medical license (McCoy v. FemPartners, Inc., 
2015; Flynn Bros., Inc. v. First Med. Assocs., 1986).

However, both government and corporate 
bureaucracies have sidestepped these protections 
and still influence the practice of medicine through 
other controls. Instead of direct corporate orders, 
other metrics indirectly influence the practice 
of medicine through performance measures, 
customer-satisfaction scores, and productivity 
targets. Physicians are familiar with measures 
such as relative value units (RVUs), Healthcare 
Effectiveness Data and Information Set (HEDIS) 
measures, Press Ganey customer-satisfaction 
scores, and productivity tracking. These measures 
can improve quality, efficiency, and other business 
operations; they become excessive corporate 
practice when employment status or financial 
incentives pressure physicians to satisfy a metric at 

Figure 5
Average Annual Premiums for Single and Family Coverage, 1999-2025

Note. Average annual premiums for employer-sponsored health insurance. Data from the 2025 Employer 
Health Benefits Survey, by KFF, 2025 (https://www.kff.org/health-costs/2025-employer-health-benefits-
survey/), and the author’s calculations.

https://www.kff.org/health-costs/2025-employer-health-benefits-survey/
https://www.kff.org/health-costs/2025-employer-health-benefits-survey/
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the expense of a patient’s medical needs (Hunt et al., 
2019; Marathe et al., 2020). The cynical description 
for this in medicine is “treating the numbers and not 
the patient” (Montori, 2011).

The negative medical consequences of chasing 
metrics and profits are well recognized, driving up 
costs and worsening access (Fuse Brown & Hall, 
2024). In 2017, for example, Hospital Corporations 
of America (HCA) expanded its urgent care opera-
tions in Austin, Texas. The regional medical director 
pressured the practice physicians to achieve 5-star 
online reviews, stating that “retail” medicine requires 
different prescribing patterns, which was under-
stood to mean more freely prescribing what the 
customer wants, such as antibiotics and DEA medi-
cations (narcotics and sedatives). The physicians 
were incentivized with bonuses for good reviews in 
their contracts. Poor prescribing standards risk anti-
biotic resistance and drug addiction, both of which 
can be deadly and are malpractice. Holding physi-
cians to these types of metrics means physicians 
can be fired, lose bonuses, and sometimes be forced 
to move out of their city because of non-compete 
clauses in their contracts (Schneider et al., 2020). 
An extraordinary case occurred in 2025 where the 
owner and the medical director were both fined 
and convicted for conspiring to distribute controlled 
stimulants (Adderall) using new and inexperienced 
nurse practitioners incentivized to prescribe stim-
ulants, essentially becoming an online telehealth 
Adderall pill mill (U.S. Department of Justice, 2025). It 
is important to note that Adderall and similar stim-
ulants are addictive with significant side effects on 
adults, including worsening anxiety, insomnia, and 
potentially deadly effects on the heart. In both of 
these examples, the administrators had no medical 
liability; the physicians and mid-level clinicians, 
however, retained malpractice liability. 

In the case of government-managed health-
care, metrics are also heavily used and a source 
of interference with individual medical care. A 2014 

1	 C. F. Porter, Poly-Pharmacy in an Army Brigade Combat Team (unpublished manuscript, U.S. Army, Fort Hood, Texas, 2014).

unpublished research study into polypharmacy in 
a combat brigade found 3-5% of the 4000-man 
brigade were essentially overdosed on medica-
tions, and over 25% of these cases did not meet the 
medical standards of care.1 The underlying cause 
was customer satisfaction metrics from hospital 
administrators, which were reported to their higher 
command.

There are many assessment metrics, and they 
usually incorporate financial factors such as 
profits, budgets, promotions, and bonuses, along 
with statistical scoring. The most common metrics 
remain patient volume and billing-based produc-
tivity measures (such as RVUs). Physicians and 
administrators understandably and promptly 
adjust their behavior to meet the monetary incen-
tives or disincentives of statistic-based evaluations. 
Pandering to online reviews and satisfaction scores, 
as in the above cases, ultimately undermines the 
Hippocratic Oath. A generation after Hippocrates, 
Plato used an allegory of a chef competing with a 
physician to determine who was best suited to treat 
a person’s health before a jury of children (Plato, ca. 
380 B.C.E./n.d., Gorgias, 465e). The misalignment of 
metrics and incentives is one of the key challenges 
to reforming healthcare.

Pandemic Healthcare Revelations
The COVID pandemic showed the dangers of a 
bureaucratized medical system. Public health 
officials and government authorities adopted a 
top-down approach that actively prevented and 
attacked alternate treatment approaches (Atlas et 
al., 2024). In some states, public-health agencies 
and licensing boards also restricted or discouraged 
physicians’ use of specific off-label COVID-19 treat-
ments. Nevada, for example, temporarily prohibited 
outpatient prescribing and dispensing of chloro-
quine and hydroxychloroquine for COVID-19, while 
the Washington Medical Commission warned physi-
cians about prescribing ivermectin and hydroxy-
chloroquine outside accepted standards of care 
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(Nevada State Board of Pharmacy, 2020; Wash-
ington Medical Commission, 2021). The reasons 
were primarily two-fold. First, public health lead-
ership at the national level believed they could 
eliminate COVID by strict enforcement mecha-
nisms, which predictably failed. Secondly, under the 
CARES Act, corporations were incentivized to bill the 
government and insurers at much higher rates for 
COVID care in hospitals than in outpatient clinics. 
As a result, early outpatient treatment, including 
non-controversial medications, was often delayed 
or discouraged. Government and corporate author-
ities also supported policies that restricted medical 
freedom by limiting physicians’ treatment discretion 
and patients’ ability to pursue alternative treatment 
options. One of the longer-lasting effects has been 
distrust of public health leaders, and an industry has 
blossomed of alternative treatments and almost 
religious devotion both for and against various 
vaccines or treatment options.

Independent medical practices, on the other hand, 
using the same research and early evidence, devel-
oped faster and cheaper treatments that saved 
countless lives, primarily with oxygen and inhaled 
steroid therapy (Ramakrishnan et al., 2021; Yu et al., 
2021). As the virus evolved, so did treatment options. 
Independent medical practices were often posi-
tioned to adapt quickly as evidence about outpa-
tient COVID-19 treatment evolved. Randomized trials 
found that early treatment with inhaled budesonide 
shortened recovery time and may have reduced the 
need for urgent medical care among some patients 
with early COVID-19 (Ramakrishnan et al., 2021; Yu et 
al., 2021). The rapid development and deployment 
of monoclonal antibodies in Texas enabled early 
intervention. When used against susceptible vari-
ants, casirivimab and imdevimab reduced COVID-
19-related hospitalization or death by approximately 
70% among high-risk outpatients (Weinreich et al., 
2021). Other states and corporate clinics, however, 
required patients to go through multiple steps and 
wait for disease severity to worsen prior to treatment, 
and predictably worsened outcomes and even 
deaths (Atlas et al., 2024). 

During the pandemic, the author’s Texas direct 
primary care clinics received telehealth requests 
from patients in Massachusetts, New York, Michigan, 
California, and other states who reported that COVID 
treatment had been refused or delayed locally. This 
account reflects the demand for adaptable outpa-
tient care. Independent direct primary care prac-
tices grew from fewer than 1,400 nationally in 2019 to 
over 3,000 by 2025 (DPC Frontier, n.d.). 

Vertical Integration
COVID responses contrast sharply between large 
organizational bureaucracies and independent 
clinics. The systemic issues with large organizations 
have worsened with “Vertical integration”—the term 
often used to describe healthcare industry consoli-
dation and increasing corporate control at all levels 
of care, from a patient’s entry into medical care in 
outpatient clinics up to advanced inpatient medical 
care. Insurers similarly are controlling increasing 
segments of healthcare, with Optum/UnitedHealth 
controlling 10% of physicians in the United States as 
direct employees or contractors. Further, over 70% 
of physicians are employed under large corpora-
tions, and the loss of independence makes them 
essentially under the control of corporate practice 
of medicine (U.S. Government Accountability Office, 
2025).

Extensive research shows the obvious: market 
consolidation increases costs and worsens medical 
care (FTC, 2024b). The structures of these corpo-
rations have become progressively complex and 
confusing and not readily recognizable as consoli-
dated markets. For example, although Optum Rx and 
UnitedHealthcare may appear to be different enti-
ties, they are under the same corporate umbrella 
holding company (“UnitedHealth Group”), along with 
Emisar Pharma Services, an Optum-affiliated group 
purchasing organization (GPO) organized as a Dela-
ware limited liability company with operations in 
the U.S. but also offshore in Ireland (FTC, 2023; Fein, 
2023; OptumRx et al., 2024). The UnitedHealth Group 
CEO in 2025 used terms like “synergy” and restoring 
the company’s “swagger” in market dominance 
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on investor quarterly earnings calls (UnitedHealth 
Group, 2025; Emerson, 2025). 

There are several interconnected causes for market 
consolidation, some predating ACA, such as the 
formation of PBMs, exacerbated by ACA, or new 
problems created by ACA (Paragon Health Institute, 
2024). ACA coverage mandates have eliminated 
most catastrophic-only plans, forcing many smaller 
insurance companies out of business or to merge 
with larger insurers. Now, a relatively small number 
of large national and regional parent companies 
dominate private insurance markets, although the 
leading insurers vary by state and market segment 
(Rakshit et al., 2025). In the years immediately 
following ACA implementation, Texas adopted 
similar coverage mandate laws to align with ACA 
requirements, to the detriment of options. Innovative 
small-business plans, such as those offered by 
Decent Insurance, combined ACA-compliant health 
coverage with direct primary care to provide more 
affordable options for small businesses and self-
employed individuals. In November 2020, however, 
the Texas Department of Insurance informed 
Decent Insurance that, because of an unresolved 
federal court ruling affecting association health 
plans, it could no longer offer the arrangement to 
self-employed individuals without employees or 
to businesses across different industries (Collins & 
Crusius, 2022; Gruca, 2020).

A similar regulatory addition with far-reaching conse-
quences is the ACA cap on insurers’ earnings from 
premiums called the Medical Loss-Ratio, MLR (Pate 
et al., 2025). Although the rhetorical purpose was to 
stop profiteering by insurers and keep costs down, it 
has had the opposite effect. By capping profits as a 
percentage of premiums, an insurer reduces profits 
when it lowers premiums. Consequently, insurers 
have no incentive to lower premiums, and premiums 
continue to rise every year (see Figure 5).

Similarly, hospital systems are increasingly verti-
cally integrated, allowing them to control multiple 
stages of a patient’s care. In 2019, HCA Healthcare 

purchased 24 MedSpring urgent care centers in 
Austin, Dallas, and Houston and rebranded them 
as CareNow, expanding its ownership of outpa-
tient clinics alongside its hospitals and emergency 
departments (HCA Healthcare, 2019). CareNow 
acknowledges that diagnostic testing at its urgent 
care clinics may result in a patient being trans-
ferred to an emergency department when a higher 
level of care is considered necessary (CareNow, 
n.d.). Although such transfers may be clinically 
appropriate, the financial incentives differ consid-
erably by treatment setting. A Texas claims study 
found that, among patients with the same diag-
nosis, emergency department prices were nearly 
10 times higher than urgent care prices (Ho et al., 
2017). Recent national research also estimated that 
nearly 40% of emergency department visits were 
medically nonurgent (Giannouchos et al., 2024). 
Together, these differences create a potential 
financial incentive for vertically integrated systems 
to direct lower-acuity patients toward more expen-
sive emergency departments rather than treating 
them in outpatient settings. This worsened during 
COVID, when urgent care clinics were not treating 
cases early and instead deferred to the ER, where 
the CARES Act provided hospitals with higher reim-
bursement (Atlas et al., 2024). It is a fundamental 
principle in medicine to treat conditions early before 
they become more severe. Yet, incentives in health-
care encourage delaying treatment to increase 
billing.

Primary care clinics should manage most medical 
conditions and lead prevention efforts. Primary care 
has been consistently shown to improve medical 
and preventive care in research (U.S. Government 
Accountability Office, 2025). However, the progres-
sive pressures in healthcare have made timely treat-
ment difficult, leading to the rise of the urgent care 
industry. Primary care, instead, has become a battle-
ground for control of patients by insurers and hospital 
systems: insurers control primary care, making physi-
cians and midlevel providers gatekeepers to health-
care, while hospitals use them for billing and referrals 
to generate income. True primary care physicians are 



14 |   HEALTHY TEXAS INITIATIVE

being squeezed by both in efforts to force them under 
their respective vertically integrated systems and 
networks (Jabbarpour et al., 2025).

PBM and Insurance Corporate 
Consolidation
Insurance vertical integration has created unique 
problems with the rise and power of the PBMs, as well 
as traditional consequences of market restrictions. 
PBM and group purchasing entities were granted 
exemptions from the Anti-Kickback Act (AKA) in 1999, 
which allowed the PBMs and GPOs to negotiate on 
behalf of customers with pharmaceutical manufac-
turers (Hammond, 2026). The intent was to drive down 
prices, but it had the opposite effect and worsened 
with ACA-driven insurance market consolidation. 
PBMs profit by earning a percentage of drug costs 
through rebates and fees, as well as by paying low 
reimbursements to independent pharmacies, then 
keeping the difference, called “spread pricing.” Simi-
larly to the MLR incentive effect on premiums, PBMs 
make more money when allowing more expensive 
medications onto a plan medication formulary (the 
list of drugs an insurer will cover), similar to a wait-
er’s tip being bigger with more expensive meals and 
drinks. Again, higher costs lead to greater profits, and 
the PBM has no incentive to seek lower costs. Further, 
because the three largest PBMs are also insurers 
(see Figure 4), the PBM-insurer corporations control 
the pipeline from pharmaceutical manufacturers to 
patients. Higher drug costs are simply passed through 
to next year’s premium increase, further increasing the 
corporate profit percentage. Efforts by patients to find 
cheaper alternatives are further frustrated by reports 
of collusion between PBMs and online price-compar-
ison tools like GoodRx, which also undercuts indepen-
dent pharmacies (Pierson, 2024).

There have been various Federal and State efforts 
to enforce transparency of the rebate costs through 
regulations and laws. These PBM-insurer entities, 
however, use foreign-headquartered GPOs to add 
administrative fees, further shroud the true costs in 
mystery, and allow revenue to remain outside ordi-
nary U.S. transparency requirements (U.S. House 
Committee on Oversight and Government Reform, 

2025). Pharmaceutical manufacturers essentially 
have to compete by offering higher rebates to PBMs 
to obtain formulary placement and ensure their 
drugs reach pharmacies and patients (FTC, 2024b; 
U.S. House Committee on Oversight and Account-
ability, 2024). 

PBM Control of Pharmacies 
PBM control of pharmacies has further wors-
ened market conditions. CVS Health, for example, 
combines the retail pharmacy CVS, the PBM CVS 
Caremark, and the insurer Aetna within the same 
corporate conglomerate. Federal investigations 
have found that dominant PBMs can steer patients 
toward affiliated pharmacies while reimbursing 
independent pharmacies at lower rates, sometimes 
below their drug acquisition costs (FTC, 2024b; U.S. 
House Committee on Oversight and Accountability, 
2024). The House Judiciary Committee also found 
that CVS used pharmacy-network rules, audits, 
cease-and-desist letters, and threats of termination 
to restrict independent pharmacies from working 
with competing pharmacy-service platforms. The 
Committee concluded that this conduct restricted 
competition and may have violated federal antitrust 
law (U.S. House Committee on the Judiciary, 2026).

Similar practices have drawn scrutiny at both the 
state and federal levels. The Tennessee Department 
of Commerce and Insurance found that OptumRx 
reimbursed its affiliated mail-order and specialty 
pharmacies more than nonaffiliated Tennessee 
pharmacies for the same drugs (TDCI, 2026). The 
U.S. Office of Personnel Management’s Office of the 
Inspector General (OIG) also questioned more than 
$615 million in Federal Employees Health Benefits 
Program costs involving CVS Caremark and the Blue 
Cross Blue Shield Association, including discounts, 
credits, and other financial benefits that the OIG 
concluded were not fully passed through. Both enti-
ties dispute the audit findings (OPM OIG, 2026). These 
pricing distortions are also hurting Texas patients. In 
one recent example, a Texas physician reported that 
EpiPens cost $300 or more despite the relatively low 
cost of epinephrine itself (Porter, 2026).
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Physician Control Replaced with Private 
Investors
Another anti-competitive and consolidation incen-
tive was created by Section 6001 of the ACA, which 
narrowed the Stark Law exceptions available to 
physician-owned hospitals. New physician-owned 
hospitals generally cannot qualify for Medicare 
reimbursement for services resulting from refer-
rals by physician owners, while existing physi-
cian-owned hospitals face restrictions on increasing 
physician ownership and expanding their numbers 
of beds, operating rooms, and procedure rooms. 
Because Medicare participation is essential for most 
hospitals, these restrictions have largely prevented 
new physician-owned hospitals from entering the 
market and constrained the expansion of existing 
facilities, reducing competition with incumbent 
hospital systems (42 U.S.C. § 1395nn; Centers for 
Medicare & Medicaid Services, 2026). These restric-
tions have reduced physicians’ opportunities to 
own and control hospitals, while hospital owner-
ship has become increasingly concentrated among 
large nonprofit, investor-owned, and government 
systems. Proponents of the ACA argued physicians 
had a conflict of interest, yet the potential conflicts of 
interest of private equity investors, with no loyalty to 
the Hippocratic Oath, were disregarded. By contrast, 
only lawyers own law firms and only accountants 
own accounting firms. Physician-owned hospitals 
that remained (grandfathered in prior to ACA enact-
ment) have better measurable medical outcomes 
than private or government hospitals (Miller et al., 
2021). Multiple studies show that private equity taking 
over control of hospitals has worsened medical care 
(Kannan et al., 2025).

Private investors have flooded into the vacuum of 
physician leadership. Formerly physician-led hospi-
tals are progressively being controlled by fewer 
corporations, such as Baylor Scott and White, HCA, 
and Ascension. When these hospitals become 
non-profit, they become far more lucrative by 
avoiding taxes, and instead of profits, the excess 
income goes into investments controlled by the 
investors and often very high executive salaries. 

Although non-profit status presumes the commu-
nity benefits from charity care, in practice this has 
been woefully inadequate (Antoni & Balat, 2023). 

Investors looking at medicine as an investment 
opportunity are not constrained by Hippocratic 
principles and essentially hold patients hostage to 
their own health. After all, what would a person pay 
for their own health when sick? A variety of tactics 
are increasing costs further as well as degrading 
medical care. Various unfair business practices have 
resulted in worsened network restrictions, surprise 
hospital fees, anti-competitive contracts, steering 
clauses, and even gag orders on direct pay options 
for patients. 

Network Restrictions
Network restrictions are a challenge for physicians 
and patients alike, imposed by both insurers and 
hospitals—both trying to leverage control over patient 
care to dictate charges and billing. Hospital systems 
use networks to capture patients within the corpo-
rate structure, and referrals add to hospital income. 
Hospitals increase their footprint by buying primary 
and specialist practices, creating regional monopo-
lies, particularly in smaller or rural markets. Then, the 
practices can be considered part of the “hospital” 
and bill insurance or Medicare higher for a patient 
visit as a hospital-based visit, charged as a “facility 
fee.” This is a common bill coding maneuver. The 
patient is often liable to pay the facility fee since the 
fee is rarely in their insurance plan, and insurers only 
cover the outpatient visit at a previously agreed-to 
contracted rate. Reforms aimed to stop this billing 
site bias, called “site neutrality,” have been resisted 
mostly successfully by hospitals’ lobbying efforts to 
this point (Perkins et al., 2026). Even military Tricare 
dependents have received surprise bills using this 
tactic in Texas.

Insurers, on the other hand, use networks to restrict 
where patients go to decrease claims and other 
costs. There are further revenue avenues for where 
patients are directed, including referrals, other 
commissions, and various administrative fees or 
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arrangements (Blumberg & Watts, 2024). Tighter 
network restrictions exist for HMO (Health Mainte-
nance Organization) and Medicare Advantage plans 
that refuse to accept referrals or medical orders from 
out-of-network physicians and clinics. These plans 
work by tightly controlling access to care. A variety of 
explanations are provided for refusing out-of-net-
work medical orders, but this is part of cost control 
and essentially a form of rationing care (Forbush, 
2026). Patient access to care is further hindered 
by health plans with inadequate networks, called 
“ghost networks” (Corlette et al., 2026). Indepen-
dent and out-of-network clinics are excluded from 
helping patients in these plans for financial rather 
than medical reasons.

Gag Clauses: Silencing the Market
The return of gag clauses in contracts is a disturbing 
tactic in which a clinic or service is banned from 
informing patients about or accepting cheaper 
direct-pay options. Although Texas has prohibited 
certain gag clauses involving pharmacies, those 
protections do not necessarily extend to services 
provided by clinics, imaging centers, or laboratories. 
These restrictions limit patients’ access to compet-
itive options, and insurance copay fees can easily 
be higher than the actual service itself. Astound-
ingly patients on insurance may pay twice as much 
for MRI or X-ray copays compared to the direct cash 
price. If the patient does not utilize insurance, then 
the middlemen do not get paid, creating an incen-
tive for middlemen to keep patients in the dark about 
cheaper options or force the use of insurance. In one 
case from the author’s direct primary care practice, 
a patient reported that an imaging center admin-
istrator warned that she could face legal conse-
quences and be sued if she did not disclose her 
insurance coverage. Her insurance copay for the 
X-ray was $109, while the cash price at the same 
facility was $65. In a separate account provided to 
the author, a health benefits advisor reported that a 
San Antonio clinic refused to provide an itemized bill if 
she paid directly and instead instructed her to bill the 
service through insurance. Such restrictions serve no 
medical purpose and prevent patients from making 
fully informed financial decisions about their care.

Anti-Competitive Effects
The various anti-competitive market forces cause 
patient harm through delayed or denied care due 
to cost barriers, short appointments that are inad-
equate for complex cases, long travel times and 
delays for “in network” providers, and the frustrating 
increase in prior authorization delays and denials. The 
short appointments leave little time for the patient to 
discuss all issues and often require a copay for each 
visit, rather than having everything covered in a single 
visit, which drives up costs. Restricted networks with 
appointment delays risk worsening medical condi-
tions or leading to visits with specialists who may 
not have the right experience. For medications, 27% 
of adults reported not filling a prescription because 
of cost, and 19% reported cutting pills in half or skip-
ping doses because of cost in the past 12 months 
(Sparks et al., 2026). Prior authorizations for medi-
cations, procedures, and imaging (like MRI’s) further 
cause delays. Importantly, insurers never “deny” 
medical care; they only deny coverage. However, 
many people lack the savings or resources to afford 
expensive procedures or medications (Sparks et al., 
2026). Since insurance promises coverage in adver-
tisements and sales pitches, it can feel like betrayal 
to a patient when insurance refuses coverage. 

For healthcare professionals, these market forces 
are equally frustrating, including claims denials, prior 
authorization delays or denials, inadequate time to 
see patients, and improper interference in or influ-
ence on medical decision-making. It is estimated 
that 30% of medical practices experience early physi-
cian retirements or physicians leaving medicine due 
to what is known as “burnout” (Jackson Physician 
Search, 2022). In 5-10-minute primary care appoint-
ments, there is only time for a quick assessment and 
deciding whether to prescribe a drug or refer to a 
specialist. This is not what good primary care should 
be. Similarly, specialists are equally frustrated with 
insurance denials and interference, or hospital and 
practice administrators tracking billing and proce-
dure codes to determine productivity and compen-
sation (ACEP, n.d.; AMN Healthcare, 2021).
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The term “physician burnout” is too often used, but 
it is better to describe what is happening in medi-
cine as “moral injury” (Damania, 2019). Physicians 
and all healthcare professionals are in a system 
that requires them to practice fast, at high volume, 
and to provide substandard medical care. Patients 
and most people in healthcare are angry, and this 
anger was tragically highlighted by the murder 
of an insurance executive in 2024, whose murder 
was then celebrated by many (itself another type 
of moral failure). This sign (Figure 6) is in a Texas 
gynecology medical clinic. The warning not to raise 
additional issues is not a medical consideration; it 
is a billing requirement set by the administrators. 
Refusing to discuss or charging extra for a woman’s 
health issues goes to the heart of the problems of 
American healthcare.

The business of healthcare remains unhealthy. 
Reform is nonetheless possible.

PART III: REFORM
Transformational reform is founded on transparency, 
healthcare options, competition, and the removal of 
anti-competitive barriers. There are many detailed 
reforms that will open up the path to change, within 
the broad themes of transparency, bypassing the 
ACA, restoring individual and physician control, 
reducing drug costs, and antitrust policies.

Transparency in All Aspects of Healthcare
There have been many attempts to force transpar-
ency on the industry through various federal and 
state initiatives, generally focused on list or retail 
prices, with some enforcement measures (Blase, 
2023). Beyond retail list prices, transparency reforms 
must also address misaligned incentives in health-
care, expose conflicts of interest, and address the 
exploitation of patient illness. 

Transparency may seem straightforward to achieve, 
but the industry has resisted it at every step (Roberts 
& Rollins, 2021). Federal penalties were started under 
the first Trump Administration and increased under 
the Biden Administration, but were too low to have 
a significant impact (Overton & Balat, 2021). The 

current Trump Administration is looking to further 
extend enforcement. Patients, however, continue to 
have little idea of true costs or even reasonable esti-
mates. Price estimates from hospitals are consis-
tently lower than the actual costs billed to patients 
after services are provided. Hospital administrations 
maintain that more precise cost estimates are too 
difficult to obtain and machine-readable data files 
are too complex, although advances in artificial 
intelligence suggest otherwise (Rosenthal, 2026). 
Hospitals post list prices to comply with transpar-
ency requirements, but these list prices function only 
as estimates, not the net price of actual charges 
billed. The difference in costs is highly variable, as 
seen by any patient reviewing a billing statement 
with different insurance rates, reimbursement rates, 
or the actual cash price paid (Rosenthal, 2026; 
Overton & Balat, 2021).

Texas passed SB 331 during the 89th Legislative 
Session to begin imposing penalties for noncom-
pliance (SB 331, 2025). Other states are strength-
ening transparency requirements and penalties, 
without which market pressures remain ineffec-
tive. Ohio, for example, added stricter definitions of 
pricing to prevent vague estimates that hide high-
er-than-advertised actual billing (Heinbaugh, 2025). 
The enormous profits realized through the lack of 
transparency, however, will remain a challenge 

Figure 6
Front Desk Patient Warning on Extra Billing

Note. Photo taken by State of Texas Employee October 2025.
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without more options for patients. Efforts to expose 
misaligned incentives are needed, such as requiring 
disclosure of all commissions and kickbacks in 
healthcare, which are currently legal for healthcare 
businesses but not for physicians under the Stark 
laws. Insurance brokers, for example, are not required 
to disclose the commissions they receive for the 
insurance plans they are selling, nor whether there 
are conflicts of interest. In 2026, brokers received 
three times the commission selling Medicare Advan-
tage versus PPO plans. 

Solutions are possible with required disclosure of 
actual prices, fees, and relationships, along with 
stronger enforcement with penalties. Ultimately, 
competition is the best enforcement of transpar-
ency. Hospital systems and clinics alike are very 
transparent when both individuals and businesses 
have options to go elsewhere.

Transparency in Business Plans
Another form of transparency among self-funded 
business plans is businesses’ fiduciary responsibility 
for their employees’ health plan costs. Employee 
funds are used for health plans, and the busi-
ness is therefore responsible for spending them in 
employees’ best interests. Some businesses are now 
facing litigation as failed fiduciaries.

Mark Cuban routinely warns business leaders to 
carefully audit their healthcare plans. After sala-
ries, benefits are the costliest expense. Business 
and government leaders (including the Trustees 
of TRS and ERS) should be demanding transpar-
ency on all costs, claims, and fees—not the least 
of which is commissions and all other forms of 
“revenue avenues” from business steering and addi-
tional commissions. A.J. Gallagher, for example, was 
accused of hiding $4 million in kickbacks from Flori-
da’s Osceola County School District in 2021. Gallagher 
faced litigation from the district for what Galla-
gher euphemistically referred to as “supplemental 
compensation” in a footnote of their contract. They 
settled prior to going to trial (Pinder, 2023).

Importantly, the failure to understand the costs 
and monitor these various forms of kickbacks can 
expose the business to litigation as a failed fiduciary 
of the employees’ money. Businesses like Johnson 
& Johnson, Mayo Clinic, and Wells Fargo are facing 
class action lawsuits from their own employees 
alleging they failed as fiduciaries for the prescription 
drug plan (Lumelight, 2025).

Currently, brokers and insurers do not have a fidu-
ciary obligation to anyone other than their investors 
and stockholders. Brokers routinely include clauses in 
contracts that prevent outside parties from auditing 
and maintain “proprietary” control over claims and 
costs (Carleson, 2026b). Such contracts are close 
to a blank check for the insurer, leaving the busi-
ness and its employees with another surprise bill at 
renewal. Such contracts are not tolerated in other 
industries, and it remains astounding that they are 
tolerated in healthcare. Proposed legislation by the 
America First Policy Institute is a good step toward 
enforcing transparency in all fees and costs (America 
First Policy Institute, 2025). Even without legislation, 
businesses should insist on extending the fiduciary 
responsibility of their brokers to their customers and 
investors alike and make complete transparency a 
part of the contract.

Defending Transparency
There are other aspects to creating transparency 
and competition than just pricing obfuscations. As 
mentioned in the introduction, hospital facility fees 
are based on clinic classification rather than on the 
service. Consequently, a clinic owned by a hospital 
adds facility fees, even if the clinic is not physically in 
a hospital or offering hospital-based services. Clinics 
can be miles away from the hospital and provide the 
same services as any other clinic, yet charge an addi-
tional $300-400 facility fee. The Texas Hospital Asso-
ciation (THA) does not deny this practice and, in fact, 
states these fees are necessary to prevent hospital 
closures. Further, the THA argues that the fees are 
needed to cover the overhead costs of managing 
smaller clinics that are unable to meet the admin-
istrative requirements for staying open, even though 
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these requirements are set by hospital administra-
tors as performance measures and other metrics 
(Texas Hospital Association, n.d.). The purpose of 
acquiring clinics has led to additional fees, and 
hospital-controlled networks prevent patients from 
seeking cheaper, better options (Torres, 2025). When 
hospital systems take over clinics, research consis-
tently shows prices rise as a direct consequence of 
regional vertical integration (Cummings, 2025).

There are two options to confront these rising costs 
and worsening consolidation: first, to ban billing 
patients different fees for the same services (“site 
neutrality”); and, second, to encourage compet-
itive alternatives and consider antitrust action to 
force hospitals to divest from clinics. Then, hospital 
systems cannot arbitrarily hold patients hostage to 
higher fees, for which draft legislation already exists 
in other states (Hensley-Quinn & Veltri, 2025).

Gag clauses perhaps show the most overt disregard 
for transparency, such as misleading patients that 
higher costs and insurance are required. Both federal 
and state efforts have targeted gag clause prac-
tices. For pharmacies specifically, Texas Senate Bill 
493 prohibits contracts that block pharmacists from 
disclosing lower cash prices (SB 493, 2025). Logically, 
extending the ban on gag clauses to make all costs 
transparent is a straightforward sunshine disinfec-
tant for these anticompetitive business practices. 
Further, the natural extension of anti-gag legisla-
tion gives patients options to avoid pointless higher 
costs. This reform is important for defending the 
cash-pay market and direct-pay options. Requiring 
insurance to be used simply subsidizes an unnec-
essary intermediary, marginalizes better direct-pay 
options, and serves the purpose of profiting from 
another’s illness.

Bypass the Affordable Care Act
The convoluted corporate systems, with their lack 
of transparency and competition, can be easily 
addressed by bypassing many of the restrictions 
of the ACA. Expensive ACA Marketplace plans are 
unnecessary for most people with high deductibles 

and poor coverage, while remaining a crushing 
burden on the self-employed and small businesses. 
Businesses with high-cost employee benefit plans 
also need options outside ACA restrictions. Even 
highly subsidized ACA options for lower-income 
families can still have high copay costs and extra 
billing (like facility fees) just to have the privilege of 
possibly using the coverage, yet 85% of people never 
meet their annual deductible (Bai, 2025c). 

Section 1332 of the ACA allows states to request 
waivers to the ACA, within parameters, and is a path 
forward and around the ACA.

The ACA currently restricts the types of coverage 
available and channels individuals into standard-
ized, high-cost plans that do not necessarily reflect 
individual and family needs. Texas can restore flex-
ibility by expanding access to lower-cost cata-
strophic coverage, dramatically expanding the use 
of Health Savings Accounts (HSAs, like a 401(k) for 
medical costs), and fostering a competitive market 
beyond the traditional exchange structure. Texas 
can reduce regulatory barriers, encourage compe-
tition, and allow patients to select coverage that 
better aligns with their financial and medical circum-
stances. The result is a more dynamic, patient-cen-
tered system that prioritizes affordability, increases 
choice, and challenges entrenched insurer domi-
nance without expanding government dependency 
(O’Shea & Balat, 2022).

HSA eligibility is currently limited to high-deduct-
ible health plans (HDHPs), such as ACA marketplace 
bronze plans, and business plans considered HDHPs 
under IRS definitions. The One Big Beautiful Bill (OB3) 
allows more use of HSA’s and direct pay options. 
With ACA waivers, Texas can further expand HSAs 
to all plans, lower the income threshold for HDHPs, 
remove arbitrary income restrictions, and raise limits 
on both individual and business contributions. This 
expands the direct pay market, adding both options 
and more payors, including in rural markets, under 
the patient’s control. One potential mechanism is 
to expand eligibility to HSA or similar tax-exempt 
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accounts in Texas, along with a broad redefinition of 
HSA-eligible plans.

Equally important is restoring simpler coverage 
options, which is what most people need, such as 
catastrophic plans (Bai, 2025a). These types of plans, 
combined with HSAs, offer excellent coverage options 
for a fraction of the cost of ACA plans, reducing the 
need for ACA subsidies or reliance on Medicaid.

There are multiple existing types of plans in addi-
tion that are restricted by the ACA and can be easily 
expanded to further market options, such as Basic 
Health Plans (BHPs) only eligible to Medicaid-eligible 
individuals or allowing Texans to access ACA-ex-
empt plans that are currently allowed in U.S. terri-
tories. These territorial plans were exempted from 
Obamacare, ironically, by President Obama. Texas 
can also directly extend short-term plans to 364 
days and renew them up to three years. With these 
innovations and restored options with qualified 
health plans (QHPs), small businesses and individual 
contractors (gig workers) can have better non-ACA, 
cheaper healthcare. In each of these cases, market 
options can be unleashed.

Restore Individual Control: Portable 
Benefits and Expanding HSAs 
Texas has other reform options as well to remove 
tax barriers or create incentives for individuals’ plan 
options. “Portable benefits” is the concept of allowing 
contractors, temporary workers, vendors, and other 
“gig-economy” workers to have plans outside the 
ACA marketplace or tied to a job (i.e., portability), with 
tax-incentivized employer contributions. Currently, 
most contractors are excluded from business plans, 
or businesses are prohibited from providing benefits 
for non-employees. By clarifying independent worker 
or contractor status, they can participate in busi-
ness plans and even receive tax-exempt contribu-
tions to purchase healthcare, thereby making their 
healthcare portable and no longer tied to a specific 
business. Employment flexibility is preserved along 
with individual economic freedom. DoorDash has 
experimented with this concept in Pennsylvania and 

Georgia, with Pennsylvania participants reporting 
increased financial security and access to benefits 
(DoorDash, 2025; Palagashvili, 2025). Those states 
only allow temporary pilot programs, but Texas can 
adopt and implement portable benefits during the 
next legislative session.

Texas can likewise expand healthcare choices for 
public employees by offering HSA-eligible health plan 
options to state and public education employees 
participating in ERS or TRS. HSAs provide direct 
purchasing power to state employees and teachers, 
and such a policy would effectively be a pay raise 
with lower premiums, bringing market competition 
and options throughout the state, including rural 
areas. Restoring individual control over healthcare 
plans restores choices, competition, and reduces 
administrative burden on businesses and the State. 

Incentivizing patients, as consumers, to shop for 
services in any plan can begin to break the monop-
olistic grip that hospitals and insurers have in so 
many areas of Texas. Such legislation was previ-
ously offered, but it did not advance at the time; it 
may do so in the next session as pressure for reform 
increases (SB 884, 2025).

Equally important to note is that the cash and direct 
pay options were not as extensive 15 years ago 
as they are today, post-COVID. Technology has 
advanced, and we do not need expensive plans for 
long hospital stays. Outpatient surgeries and treat-
ments are now commonplace at a fraction of the 
cost. A total knee replacement in a hospital setting 
can exceed $100,000 with extra billing but can be 
done with an upfront price of $20,000 in all major 
cities in Texas. During the debates over the ACA, 
the cash-price market was ignored. Today, it is a 
growing opportunity for patients and healthcare 
professionals alike.

These various reform ideas would blunt regional 
monopolistic and anti-competitive advantages. 
Options like Farm Bureau or association plans for 
smaller groups and individuals (MEWAs) will be 
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viable as qualified health plans (QHPs) with ACA 
waivers. Farm Bureau plan expansion, for example, 
has been successful in other states, like Tennessee 
(Texas Public Policy Foundation, 2021).

In all of these reform examples, individuals can 
bypass ACA or business-sponsored options to 
decide for themselves, in both rural and urban popu-
lations. These options drive down costs and increase 
competition for better healthcare.

Drug Costs 
Drug costs for patients are staggering despite the 
cheap wholesale costs of all generic drugs, which 
are 95% of prescribed medications. As stated earlier, 
drug markets badly lack transparency and are 
inflated by 10 to 30 times the pharmaceutical manu-
facturer price. Drug costs are perhaps the most 
visible and frequent way patients feel the pain of 
healthcare inflation (Sparks et al., 2026).

There are many well-established policy initiatives 
in Texas and other states that provide a blueprint 
for reform. The underlying theme is direct patient 
access, bypassing all intermediaries and gate-
keepers. Opposition to these reforms has been 
frequently discredited, leaving financial industry 
protection as the only reason to resist reform. (Drug 
costs are discussed in more detail in forthcoming 
publications.)

Antitrust legislation to address PBM consolida-
tion could lead to dramatic reductions in pharmacy 
prices and prevent the loss of independent pharma-
cies to monopolistic undercutting. Requiring PBMs to 
divest from pharmacy ownership will break a signif-
icant monopolistic market practice, and follow laws 
passed in Arkansas and Tennessee already and being 
considered in Ohio, Louisiana, and others. PBM reform 
can also target the lack of transparency and fiduciary 
misalignment by requiring complete transparency on 
all conflicts of interest and fees, including disclosure 
of the net price, rather than an arbitrary and usually 
inaccurate retail list price from the pharmaceutical 
manufacturer. The threat to the PBM’s control is so 

severe that CVS offered $13,000 to influencers to fight 
reform bills in Tennessee (Carleson, 2026a).

Direct access for medications from clinics and 
physicians is allowed in 46 other states, but not in 
Texas simply to protect markets. Direct dispensing 
of acute-care medications is potentially lifesaving 
when they can be given immediately at a clinic (e.g., 
steroid inhalers, antibiotics, and epinephrine). For 
example, a pair of EpiPens costs $120-300, yet the 
equivalent can be given directly for less than $10. 
The inhaler Flovent is over $200 but $20 direct from 
suppliers. Common antibiotics are often less than 
a dollar, but copays can be ten times higher, and 
there are delays in starting therapy just to go to a 
pharmacy, when an infection or asthma can worsen 
within hours while waiting to fill a prescription.

Some reforms may require federal changes, although 
Texas can explore options for “biologic vs biosimilar” 
drugs (e.g., autoimmune infusion drugs) that are 
lifesaving but are restricted by PBMs and FDA patent 
restrictions, forcing patients to often pay 10 times the 
cost. The “biosimilar” drugs are essentially generics 
and are allowed to substitute like generic drugs in 
Europe, but not yet in the United States (Bai, 2025b). 
The Texas Legislature, nonetheless, can prevent 
PBMs and insurers from requiring patients to pay for 
brand names when a physician orders an equally or 
more effective and cheaper “biosimilar.” It is worth 
repeating here that PBMs can make more money 
with rebate kickbacks by requiring a more expensive 
medication, even if less expensive.

Although PBM-insurer entities drive most costs 
for outpatient medications, hospitals should also 
be subject to audits of government-subsidized 
programs such as the 340B program. The 340B 
program was designed to help safety-net providers 
stretch limited resources and serve more low-in-
come and underserved patients (Nikpay et al., 2026). 
Instead, it has also become a source of substantial 
revenue for some hospitals, particularly nonprofit 
hospitals, which purchase drugs at a substantial 
discount and bill insurance-covered patients at 
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standard reimbursement rates, retaining the differ-
ence as profit (Knox et al., 2023; Conti & Bach, 2014; 
Levengood et al., 2024). In fact, 340B hospitals have 
marked up drugs at a median of more than six times 
the rate of physician practices (Robinson et al., 2024).

In all cases, costs plummet when the true costs are 
revealed, and patients have direct access to medi-
cations from physicians without all the corporate 
and government interference.

Antitrust and Reversing Vertical 
Integration 
Reforms to open markets have great promise. None-
theless, reform legislation also requires enforcing 
well-established antitrust principles and laws, along 
with targeted state actions requiring the breakup 
and divestiture of monopolistic entities.

Antitrust litigation is time-consuming and slow. The 
FTC initiated an enforcement action in 2024 against 
the three largest PBMs and their affiliated GPOs for 
allegedly engaging in anticompetitive and unfair 
rebate practices that increased insulin list prices 
and restricted access to lower-cost products (FTC, 
2024a). By 2026, the FTC had reached proposed 
settlements with Express Scripts and Caremark 
requiring changes to several of these practices, 
while the OptumRx practices remained under 
consideration (FTC, 2026a; FTC, 2026b). However, 
these actions do not require industrywide divesti-
ture or separation of vertically integrated healthcare 
companies. Divestiture in many areas of health-
care is nonetheless needed; otherwise, there are 
no choices. Transparency by a monopoly is mean-
ingless if there are no patient options. Faster reform 
options involve blocking vertical integration at 
inception and requiring divestiture, similar to PBM 
divestiture bills proposed in other states.

Other forms of vertical integration are more subtle 
but felt daily by patients. Hospital and insurance 
network restrictions, for example, limit where a physi-
cian can refer patients for specialty care, surgeries, 
labs, and other diagnostic testing. Networks are often 

presented to patients as a “medical” requirement or 
a quality issue, but the fact is that which services, 
clinics, and physicians are available in a network is 
determined by who accepted the lowest contract. A 
hospital or insurer can simply refuse a referral, even 
if there is a medical order. Primary care clinics are 
misused by both hospitals and insurers for different 
reasons, but for the same financial-control motive. 
Hospitals use referrals to keep medical care within 
their system, preventing competition. Whereas 
insurers use referral criteria as gatekeepers to 
restrict specialty referrals and lower claims. Finding 
network access or fighting prior authorization refer-
rals is a daily frustration for all physicians and clinics. 
Political recognition is gaining ground, and some 
states are evaluating blocking this anti-compet-
itive practice. Maine, for example, passed legisla-
tion prohibiting insurers from denying payment for 
a covered service solely because the referral was 
made by an out-of-network direct primary care 
provider (2019 Me. Laws Ch. 178). Insurers and hospi-
tals argue that removing restrictions prevents them 
from controlling healthcare costs and delivery, and 
that loosening their grip on control is the purpose 
of reform (Academy of Managed Care Pharmacy, 
2024). Bypassing these arbitrary networks not only 
improves access to medical care, but also allows 
patients to avoid “facility fees” charged by hospi-
tal-controlled clinics. 

The predictions and threats of higher costs are 
another form of holding patients hostage to their 
health. Controlling healthcare costs should not be 
done at the expense of patients’ health by restrictive 
or deceptive business practices. Patients and physi-
cians should control costs and choose their care, not 
those whose metrics are financial. 

Prior Authorizations
Few terms cause more angst and anger for clinics 
and patients than “prior authorization”. The term 
simply means insurers require prior authorization 
before covering procedures, medications, specialty 
referrals, and many other healthcare services. For 
patients and physicians to receive prior authorization 
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approvals has become an extremely onerous, 
cumbersome, and time-consuming bureaucratic 
burden, adding an estimated $93 billion in drug 
costs alone nationally and adding 12-14 hours of 
physician and staff time weekly for an average clinic 
(Kirzinger et al., 2026; Henry, 2025). More seriously, 
these administrative burdens that delay and deny 
care have harmed patients, as demonstrated by 
multiple, repeated studies and surveys (Henry, 2025).

There have been various efforts to regulate and 
improve prior authorization processes, including 
automatic approval for physicians with a track 
record of high approval averages, known as the 
“Gold Card” rule of 90% (HB 3459, 2021; Collins, 2022). 
Few physicians have used this due to administra-
tive effort, and insurers make it very difficult to meet 
the 90% threshold, as they determine what to reject. 
Nationally, insurers promised to improve the process 
in 2025, but it is only a promise with no requirements, 
obligations, or evidence of reform (Pifer Parduhn, 
2025). The advent of Artificial Intelligence has made 
auto-denials of prior authorizations easier for insurers 
and has led to multiple lawsuits against insurers, 
including Cigna, Humana, and United (Bendix, 
2023). In the last legislative session, a Texas bill was 
proposed to more clearly identify areas that could 
not be arbitrarily denied or delayed, and that would 
be automatically approved in some cases; the bill 
passed the Senate but died in the House Insurance 
Committee before reaching a vote (SB 1380, 2025). AI 
entrepreneurs are marketing AI software to help fight 
AI-related prior authorizations and claim denials in 
an AI competition between clinics and insurers.

The harm caused by prior authorization delays and 
denials would be malpractice for a physician. Yet, 
insurers are exempt because they are only denying 
or delaying financial coverage, which is contrac-
tual, rather than denying medical care. In practice, 
however, most patients cannot afford higher-cost 
drugs or services, and insurers advertise themselves 
as taking care of people. The denials and delays 
in care, in fact, are decisions made by insurance. 
It is logical that insurers share in medical liability 

for harm caused by prior authorizations. If insurers 
have real medical liability, prior authorizations would 
be aligned with well-established medical stan-
dards of care and malpractice case law, rather than 
insurance industry standards. Adding malpractice 
liability would dramatically alter insurers’ calcula-
tions. Combining liability legislation with bills, like 
Senator Paxton’s Texas Senate Bill 1380, can funda-
mentally shift power away from insurers and simplify 
the administrative burden (SB 1380, 2025).

Similarly, if insurers penalize a physician for not 
following their coverage guidance (i.e., what medi-
cations or treatment options are covered), are they 
not then dictating the practice of medicine? Then it is 
the practice of medicine and should have the same 
liability as the physician or clinician themselves. 

Another benefit of approaching prior authorization 
and insurance medical interference with malprac-
tice liability is that it is not an additional regulatory 
expansion. Malpractice law is an existing and effec-
tive system already in place.

Restoring Physician Independence and 
Ending Corporate Practice of Medicine
“Corporate Practice of Medicine” (CPM) is formally 
banned but continues in different forms. Banning the 
use of medical “performance measures” and other 
tactics by any non-physician entity will restore inde-
pendent physician control, and independent clinics 
will improve the quality of medical care. Physicians 
acting in the role of corporate leadership would then 
share medical liability for causing harm. Restricting 
performance measures and similar metrics in all 
medical practices, including in hospitals, will free 
patients and healthcare professionals alike from 
improper financial influences. Importantly, customer 
satisfaction ratings should have no role and should 
be banned from medical practice. The only people 
who should judge online reviews are patients. If 
a healthcare professional is not meeting profes-
sional standards, that should be addressed by 
healthcare professionals. Peer reviews by health-
care professionals with conflicts of interest can also 
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be addressed by laws that extend the ban on CPM, 
imposing legal sanctions, just like any other business 
or employee protection laws. Additionally, adminis-
trators should be held accountable for undue influ-
ence on medical practice that causes harm, i.e., 
malpractice.

There are multiple draft legislative policy ideas to 
limit loopholes and restore medical control, including 
enforcement and accountability measures targeting 
the very corporate structures designed to bypass the 
ban on CPM (Fuse Brown & Hall, 2024). Oregon has 
tried to increase regulatory oversight but has strug-
gled to keep up with the tactics (Rooke-Ley & Fuse 
Brown, 2024). Allowing physicians legal avenues to 
challenge both CPM and performance measures, on 
the other hand, offers an enforcement mechanism 
without creating more regulations. Expanding market 
options to end non-compete restrictions allows all 
healthcare professionals to break free from serfdom 
or indentured servitude-like restrictions. Oklahoma 
has eliminated most forms of non-competes, and 
healthcare professionals cannot be shackled to the 
corporate structure (ContractsCounsel, n.d.).

The true performance measures for medical care 
should be judged by patients and physicians inde-
pendent of either the government or investors.

CONCLUSION
Texas can solve these challenges with its initiative 
to restore transparency and competition in health-
care and achieve true transformation. Insurance 
and PBM conglomerates, as well as hospitals, argue 
that reform and the removal of restrictions prevent 
them from controlling healthcare costs and delivery, 
but that is precisely the point. Top-down adminis-
tration, corporate or government, has failed. Lack of 
accountability for medical consequences by those 
controlling healthcare is a systemic problem, finan-
cially focused, not medically, and disregards the 
Hippocratic Oath. The current healthcare system 
essentially holds patients hostage to their own 
health. Returning control to patients and physi-
cians will restore medicine. It is economic preventive 
medicine. Texas reform will make healthcare healthy 
again. n
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