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Notes About this Paper’s Scope
This paper focuses on a set of reforms to major medical 
commercial market health insurance–the coverage provided 
to an estimated 161 million Americans through their employer 
or directly purchased in the individual market, including health 
plans offered through ACA Marketplaces.6 We recognize that 
the financing of, and patient experience with, other coverage 
programs, such as Medicare, Medicaid, and the Children’s 
Health Insurance Program, are far from perfect, but reforms 
to those programs are outside the ambit of this paper. We 
focus here on reforms that could be pursued by federal-level 
policymakers. However, many of these policy proposals derive 
from successful state-level efforts to improve the access, quality 
and affordability of health insurance.

Given a blank slate, the authors of this paper would not have 
designed the overly complex, expensive, and fractured health 
coverage system that exists today in the U.S. We are, however, 
skeptical that sweeping away that system and replacing it with 
something wholly new would be feasible, at least in the short 
term. We similarly believe that a public option plan,7 while it 
could offer many of the same consumer benefits outlined below, 
would require significant new infrastructure that would take 
time to stand up. We are instead outlining a package of reforms 
designed to immediately improve, without radically altering, the 
insurance people currently have and the access to services this 
coverage facilitates.

This issue brief focuses on the shortcomings of health insurance 
for those who currently have it. The authors of this paper 
recognize that millions of people are uninsured, and that number 

is expected to grow substantially in the next few years, thanks 
to recent policy changes such as the 2025 budget reconciliation 
bill, Congress’s failure to extend the enhanced Marketplace 
premium tax credits, and federal regulatory actions. As a 
threshold matter, policymakers urgently need to reverse the 
2025 actions that reduce access to and affordability of Medicaid, 
Medicare, and Marketplace coverage.

Our coverage system suffers from unnecessary complexity, 
a primary and behavioral health workforce shortage, unequal 
access to providers, a proliferation of misleadingly marketed 
"junk" insurance products, and many other challenges. The 
insurance reform proposals outlined in this issue brief will not 
solve every problem that people with commercial market health 
insurance currently face. It is primarily focused on policies that 
could, taken together, meaningfully lower what consumers spend 
on health care and reduce some of the more common coverage 
challenges that people experience.

COST IMPACTS
Some of the reforms outlined here increase the generosity of 
coverage and would, if adopted, place upward pressure on 
premiums. Other proposals would produce meaningful savings 
and reduce premiums by lowering the underlying drivers of 
high commercial market costs. Several reforms could also be 
“dialed” up or down, to ensure that the reforms, taken together, 
achieve policy or savings goals. A quantitative projection of the 
estimated costs or savings generated by this package of reforms 
is outside of the scope of this paper, but where available for 
specific proposals, we provide existing cost or savings estimates 
from the published literature.

Introduction
Americans now rank health care costs above utilities, housing, and groceries as a source of financial stress.1 For people with 
commercial market health insurance, whether obtained through an employer or the Affordable Care Act (ACA) Marketplace, cost 
growth trends over the last decade have significantly outpaced trends in Medicare and Medicaid.2  Premiums and deductibles are 
rising well above the rate of inflation, and access to critical items and services often depends more on where you work than on a 
treatment’s clinical effectiveness.3 For individuals who purchase coverage through the Marketplace, costs have increased dramatically 
with the expiration of enhanced premium tax credits in 2026, forcing consumers to either absorb higher premiums or seek out plans 
with higher out-of-pocket exposure. Compounding affordability challenges are insurer utilization management practices that create 
barriers to clinically recommended care.4 Regardless of their source of insurance, patients are too often tangled in an inexplicable 
maze of medical bills and red tape associated with an increasingly byzantine and corporatized health care system.5

As complex and intractable as these problems may seem, there are solutions. This issue brief outlines a 3-part package of federal-
level policy changes intended to lower health care costs, reduce complexity for consumers and patients, and increase accountability 
for industry actors whose quest for profit renders them complicit in our current affordability crisis. In setting forth these policy ideas, 
we are guided by two basic principles. Taken together, these reforms are intended to:

1.	.Improve the affordability of health care services covered under commercial health insurance and reduce pain points for patients 
and the providers who serve them; and

2.	Reduce, or at a minimum, hold steady premium costs for employers and consumers by lowering the underlying drivers of high 
commercial insurance costs.
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Health Insurance in the U.S. Today: 
Increasingly Unaffordable, Difficult 
to Navigate, and Corporatized
Over the last 15 years, per enrollee spending for people with 
commercial health insurance has grown more quickly than 
spending for public health insurance programs, with per enrollee 
spending growing by 96.5 percent for private insurers compared 
to 59.5 percent and 51.6 percent, respectively, for Medicare and 
Medicaid.8 Much of this growth is attributed to the high and rising 
prices private health insurers pay for health care services.9,10 
In addition to rising prices, changes in utilization and service 
intensity also contribute to increased commercial health care 
spending.11 At the same time, the U.S. suffers from some of 
the worst health outcomes in the developed world, particularly 
among Black, Hispanic, Asian and Indigenous communities.12  

The annual cost of health care for a family of four with the 
average employer-sponsored health plan reached nearly 
$38,000 in 2026.13 Consumers and their families bear these 
high health care costs directly, through increased premiums 
and out-of-pocket payments, and indirectly, through forgone 
wages. The health costs that employees and their families bear 
directly have grown substantially, straining family budgets. The 
employee share of average annual premiums for employer-
sponsored family coverage, for example, has increased by more 
than 37 percent over the last 10 years, and average deductibles 
for employer-sponsored single coverage have grown by almost 
43 percent over the same period.14 According to a recent poll 
by United States of Care Action, 81 percent of people with 
employer-based coverage believe health care is unaffordable.15,16  

On top of health care costs, patients and families bear emotional 
and financial costs related to the administrative hurdles, such as 
prior authorization, that they must navigate in order to access 
care. Altogether, the complexity of the U.S. health care system, 
which is worsened by the opacity of health care pricing and 
billing and the lack of any meaningful navigation support for 
consumers, leaves patients with unexpected and unmanageable 
bills, barriers to care, and medical debt.

These challenges are compounded by a health care system 
that, over the past quarter century, has become dominated 
by conglomerates of providers, insurers, administrators, and 
other “middlemen” businesses whose financial interests are 

increasingly oriented towards delivering profits to corporate 
stakeholders rather than the best possible patient care. The 
complex web of interrelationships among these corporate actors 
results in price inflation, self-dealing, and conflicts of interest that 
lower quality and increase the overall cost of health services.17

At the same time, this costly, overly complex, and highly 
corporate system is failing clinicians and insurers by making 
it harder to provide high quality, efficient care. Health care 
professionals and health care facilities, such as hospitals 
and ambulatory surgery centers, find themselves building 
administrative bureaucracies to navigate payers’ complex 
prior authorization requirements and pursuing unpaid bills 
from patients who cannot afford their deductibles or co-
insurance, ultimately writing off uncollected fees as bad debt. 
At the same time, insurers find themselves unable to constrain 
health care unit costs in their network negotiations with highly 
consolidated health care systems. In response, payers rely 
on aggressive utilization management strategies to control 
costs—further frustrating providers, who must cope with the 
paperwork requirements of prior authorization, and patients, who 
experience delay and denial of necessary services.

A 3-Part Strategy
While commercial health insurance works poorly for too many 
Americans today, solutions are within reach. The following 3-part 
strategy focuses on the primary drivers of our health system 
dysfunction: out-of-control costs, unnecessary complexity, 
and the increasing corporatization that results in providers 
and payers placing profits over patient care. Taken together, 
the reforms below would make health care more affordable 
for consumers and remove obstacles that make using health 
insurance frustrating and too often restrict access to  
necessary care.

Part I: Reducing Health Care Costs
A 2026 Gallup poll found that a majority of Americans are now 
either “Cost Insecure” or “Cost Desperate” when it comes to their 
health care.18 In Part I of this issue brief, we outline solutions 
that could meaningfully lower consumers’ out-of-pocket costs for 
critical health care items and services while also reining in some 
of the most egregious drivers of cost growth in the commercial 
insurance market. 
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Lower Out-of-Pocket Costs Without Raising 
Premiums

Policy Proposals

•	 Limit deductibles to $1,000 and lower out-of-pocket 
maximums to $4,000 (annually for single coverage) in 
commercial-market coverage to make out-of-pocket 
costs more affordable and reduce uncompensated 
care.

•	 Cap hospital prices for commercial coverage at 
a multiple of Medicare rates to rein in high prices 
charged by consolidated health systems and enable 
meaningful reductions in out-of-pocket costs without 
increasing health insurance premiums.

DISCUSSION
Growth in annual deductibles in commercial coverage over 
the last decade has outpaced growth in workers’ wages and 
inflation.19 High deductibles and out-of-pocket maximums 
saddle many with medical debt and drive others to skip needed 
and preventive care.20,21 High deductibles and out-of-pocket 
maximums also negatively impact providers by increasing 
uncompensated care and bad debt.

As payers face high and rising health care prices, with limited 
leverage to constrain them, they often resort to increasing 
deductibles to reduce utilization and shift greater financial 
responsibility to enrollees. Policymakers can step in with 
approaches that cap underlying prices to improve affordability  
for employers and reduce consumer out-of-pocket costs. 

Cap deductibles and lower out-of-pocket maximums 

Under the ACA, aggregate deductibles, coinsurance, and 
copayments are capped by a maximum out-of-pocket limit in 
most commercial market insurance plans. This helps protect 
people with significant health care needs from medical 
bankruptcy. However, the annual limit is so high–$10,600 for 
individuals and $21,200 for family coverage in 2026–that people 
with illnesses or injuries can still be exposed to staggering costs. 

To provide meaningful relief, policymakers could cap deductibles 
and reduce the out-of-pocket maximum in commercial market 
insurance. Indexing these caps to wage growth, rather than 
medical inflation, could mitigate the risk of underinsurance.  
A possible policy approach would:

•	 Cap annual deductibles at $1,000 for single coverage 
and $2,000 for family coverage. This change would cut 
the average single deductible for job-based insurance 
($1,886 in 2025)22 roughly in half. Some people would see 
even greater relief, including workers at smaller firms and 

workers with high-deductible health plans, where average 
single deductibles exceed $2,600, and people in the 
Marketplace, where average single deductibles exceed 
$3,700.23,24,25 In plans that have separate medical and 
pharmacy deductibles, the total across both should not 
exceed the cap; and

•	 Lower the annual out-of-pocket maximum to $4,000 for 
single coverage and $8,000 for family coverage, down 
from $10,600/$21,200 today. A cap at this level would 
protect a household at the median income (about $84,000 
in 2024) from out-of-pocket costs exceeding 10 percent of 
income, which is a marker of underinsurance.26 This limit 
also reflects typical employer-sponsored insurance (ESI) 
today, with 53 percent of workers in plans that have out-
of-pocket maximums of $4,000 or less. 

Capping out-of-pocket costs as proposed would have 
implications for several other health care policies. Policymakers 
would need to restructure the metal-level tiers in the Marketplace 
because plans’ actuarial values would rise. In addition, the cap 
on deductibles would effectively eliminate traditional HSA-
qualified high-deductible health plans, which require a minimum 
$1,700 single/$3,400 family deductible in 2026. This would 
affect a sizeable minority of workers and employers. In 2025, 
31 percent of firms that provide coverage offered an HSA-
qualified high-deductible plan option, and 29 percent of workers 
were enrolled in such plans.27 Ending HSA tax breaks, which 
overwhelmingly benefit wealthy people, could help reduce the 
federal deficit.28 HSA tax breaks are projected to cost the federal 
budget $15 billion in 2026 and result in lost revenue totaling $182 
billion in the ten-year period from 2026 to 2035.29

Cap hospital prices 

Hospital services account for the largest share of national 
health care spending and are a major driver of overall spending 
growth.30 Rampant hospital consolidation has allowed large 
health systems to use their market power to demand prices 
well in excess of the actual cost of delivering care, but without 
clear improvements in quality.31,32 Prices paid to hospitals by 
commercial health plans are higher and have grown faster 
than those paid by Medicare or Medicaid, driving up premiums 
for private insurance.33 This growing discrepancy reflects 
the different ways rates are set. Commercial rates are set 
in negotiations between hospitals and insurers and reflect 
their market power, while rates in traditional Medicare are set 
administratively. Medicare payments are based on hospital 
cost data, adjusted for variation, and sufficient to cover costs 
at efficiently operated hospitals.34,35 On average, prices paid by 
commercial insurance to hospitals were more than two-and-a-
half times (267 percent) the rates paid by Medicare, with wide 
variation across hospitals and localities.36 
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Some states have begun reining in hospital prices by pegging 
them to a multiple of Medicare rates, making health plan 
premiums more affordable. Oregon and Washington both cap 
the amount their state employee health plans pay hospitals at 
200 percent of the Medicare rate. Oregon’s cap, implemented 
in 2019, brought down state employee plan spending by 4 
percent in the first two years and lowered enrollee out-of-pocket 
costs.37,38 Laws enacted in Indiana and Vermont in 2025 go 
further.39,40 These states cap what hospitals can charge, pegging 
the cap to a percentage of Medicare rates and extending the 
price cap to the state’s entire commercial market. 

Implementing a Medicare-referenced price cap could produce 
substantial savings in commercial market premiums and reduce 
the federal deficit. Savings depend on a range of policy choices, 
such as where policymakers peg the cap and whether to provide 
some financial cushion for safety-net hospitals, rural hospitals, 
or other critical providers. Various analyses of a commercial-
market hospital price cap set at 200 percent of Medicare 
rates estimate that it would lower average amounts paid by 
commercial plans by 7.6 percent and produce savings of about 
$88 billion per year to commercial market premiums, along with 
lowering enrollee cost-sharing by $10 billion per year.41,42,43 In 
addition, a cap at 200 percent of Medicare would reduce the 
federal deficit by $216 billion over a decade (2021-2030) by 
cutting spending on Marketplace subsidies and increasing tax 
revenue.44

Reducing out-of-pocket costs in isolation would drive up 
premiums. It is crucial for policymakers to take this step 
in conjunction with capping hospital prices and other cost 
containment policies detailed below, in order to reduce the 
underlying cost of health care. Policymakers could “dial” 
deductible and out-of-pocket caps up or down and establish 
a narrow or more expansive list of services that are available 
before the deductible (see the following policy options) to 
achieve higher value coverage within savings generated. Given 
limited competition and issues with self-dealing, Congress 
should also take steps discussed below (see Part III: Protecting 
Patients from Corporate Abuses) to ensure that insurers and 
third-party administrators pass savings from a hospital price cap 
on to policyholders.

Make High-value Services and Prescription 
Drugs More Affordable

Policy Proposals

•	 Eliminate cost-sharing in all commercial health 
insurance for a defined set of services that advance 
value, equity, and access to care. 

•	 Reduce prescription drug costs by extending 
Medicare-negotiated prices and the Medicare 
inflation rebate for prescription drugs to commercial 
health insurance.

DISCUSSION
One of the principles of the ACA, embedded in requirements 
such as coverage of essential health benefits and preventive 
services without cost-sharing,45 is that insurance should cover 
the critical services enrollees need to stay healthy and manage 
their health risks. Section 2713, for example, requires private 
health insurance plans—including high-deductible health 
plans—to cover certain preventive services without cost-sharing.  
This provision, which encompasses services from well-child 
care to cancer screenings to preventive medications, provides 
consumers with access to many of the screenings, health 
guidance, and other services they need to manage their health 
without incurring a significant bill. Approximately 100 million 
individuals—six out of ten private health insurance enrollees—
use ACA preventive care in a typical year.46 

However, consumers must navigate financial barriers for other 
services that are essential to high-quality, cost-effective care, 
such as primary care and prescription drugs.47,48  For example, 
only half of workers with ESI have plans that cover primary care 
visits before they meet their general annual deductible. These 
consumers may still face a copayment; however, others must 
first meet their deductible before their health coverage pays 
for a primary care visit.49 The picture is only somewhat better 
for prescription drug coverage. While more health insurance 
enrollees enjoy pre-deductible coverage for prescription drugs 
than for primary care, high and growing outpatient prescription 
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drug prices increase underlying premiums.50,51 In addition, 
individuals who must pay their general deductible or a separate 
prescription drug deductible before their health insurance covers 
their medication face high prescription drug costs should they 
need a prescription before meeting their deductible. 

Eliminate cost-sharing for high-value services 

Section 2713 of the ACA requires all private health insurance 
plans to cover certain preventive services that have been 
recommended by federal advisory panels or that conform to 
comprehensive guidelines supported by the Health Resources 
and Services Administration (HRSA).52 Similarly requiring 
plans to provide coverage without cost-sharing for other critical 
services that are broadly recognized as offering significant value 
would improve access to care and the value of health coverage 
for millions of enrollees. Specific services could include:

•	 Up to three primary care visits per year

•	 Up to two urgent care visits per year

•	 Up to three behavioral health visits per year

•	 High value generic prescription drugs

•	 Prescription drugs necessary to manage chronic 
conditions

Enabling consumers to access up to three primary care visits 
and up to two urgent care visits per year without cost-sharing will 
ensure that all consumers, regardless of income, have financial 
access to both a relationship with a primary care provider—one 
of the foundations of a high-functioning health care system—
and a cost-effective alternative to emergency department care. 
Covering up to three behavioral health visits without cost-sharing 
will ensure that consumers can initiate critical behavioral health 
interventions without financial considerations creating a barrier 
to care. Similarly, coverage of generic medications without 
cost-sharing gives patients greater access to a wide range of 
medications and enables them to complete necessary courses 
of treatment. Finally, coverage of prescription drugs for chronic 
disease management without cost-sharing will improve access 
to important maintenance drugs, improve medication adherence 
and patient outcomes, and provide significant financial relief to 
patients with chronic conditions. The chronic diseases eligible 
for this cost-sharing relief should be identified based on factors 
such as disease prevalence, impact on health equity, and public 
health implications. 

Some states have taken steps to reduce financial barriers to 
additional services. Massachusetts, for example, requires 
fully insured health plans, including those participating in the 

Massachusetts Health Connector, to cap copayments for 
insulin and certain medications used to treat asthma and heart 
conditions.53 Some state-based Marketplaces, such as those 
in California, Colorado, and the District of Columbia, require 
participating health insurers to use benefit designs that reduce 
out-of-pocket costs for conditions with outcome disparities 
related to race and ethnicity, including diabetes, behavioral 
health, heart conditions, and maternal health.54 Federal 
policymakers could consider these examples and require plans 
to cover services related to these conditions without cost-
sharing as a strategy for improving health equity.

Reduce prescription drug costs

Prescription drug prices are increasing at rates significantly 
higher than inflation. From 2008 to 2021, average launch prices 
for new prescription drugs increased 20 percent per year. At the 
same time, a greater proportion of new medications carry steep 
price tags, with 47 percent of new drugs launching at prices of 
more than $150,000 per year in 2020 and 2021, compared to 9 
percent between 2008 and 2013.55,56,57 These price increases 
carry through to commercial health insurance premiums, the 
prices consumers must pay for their prescriptions when they 
have not yet met their deductible, and the cost-sharing charges 
they face post-deductible, which can exceed 30 percent of the 
drug’s cost for drugs in the highest cost-sharing tier.58 

Recent steps by the federal government to reduce prescription 
drug prices in the Medicare program could serve as a foundation 
for prescription drug price reforms in the commercial market. 
First, Medicare has begun to directly negotiate prices for high-
expenditure medications that do not have generic equivalents. 
Maximum prices negotiated by the Centers for Medicare 
& Medicaid Services (CMS) currently apply to the first 10 
medications subject to the Medicare Drug Price Negotiation 
Program, with another 15 medications joining the program 
in 2027. Second, Medicare’s Inflation Rebate Program for 
retail prescription drugs covered under Part D and certain 
Part B drugs—physician-administered, single-source drugs 
and biologics—began invoicing drug manufacturers for the 
rebates they owe Medicare, based on price increases for these 
medications that exceed inflation, in late 2025.59

Legislation already pending in Congress would apply these 
Medicare drug pricing reforms to drugs purchased in the 
commercial market.60 Policymakers could also explore how to 
incorporate international pricing into price negotiations. External 
estimates suggest that applying price inflation rebates to 
prescriptions filled by commercial plans could have resulted in 
savings of up to $8.1 billion in 2021.61 
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Ban Unfair Facility Fees and End Abusive Billing

Policy Proposals

•	 Prohibit hospitals from charging, and insurers from 
paying, facility fees for office visits in on- or off-
campus hospital outpatient departments.

•	 Adopt site-neutral payment for outpatient services in 
commercial insurance.

DISCUSSION
Anecdotes and press reports abound with stories of patients who 
find that a visit to their doctor’s office is far more expensive than 
they expected—often because their doctor’s practice is owned 
by a hospital. When patients receive care in a freestanding 
physician’s office, the service will result in a single bill that covers 
the physician’s time and office overhead. But if a hospital or 
health system owns the office where a patient receives care, it 
may be licensed as a hospital outpatient department (HOPD). In 
that case, the same service will prompt a bill for the physician’s 
time and a separate bill for the system’s overhead costs.62 The 
addition of this second bill, the facility fee, can result in an overall 
price that is three times higher, or more, than a freestanding 
office visit for the exact same care.63 Because many health 
plans feature high deductibles or higher cost-sharing for hospital 
services, patients can end up paying much of this higher price.64

Over the past few decades, hospitals and health systems have 
steadily acquired physician practices.65 This practice, known 
as vertical integration, gives health systems greater leverage in 
contract negotiations with payers, resulting in price increases.66,67 
Finally, because outpatient facility fee increases consistently 
outpace professional fee increases, hospitals’ incentive to 
purchase physician practices has grown over time.68,69  

Neither patients nor insurers should pay an additional fee or 
make a higher total payment for routine outpatient care simply 
based on whether the patient receives care in a hospital-owned 
setting, an independent physician’s office, or an ambulatory 
surgery center (ASC). Nor should health care payment systems 
create incentives for consolidation and integration that only drive 
prices higher.

Prohibit facility fees for routine outpatient care 

To protect consumers from higher out-of-pocket costs when 
they receive routine outpatient care in a hospital-owned setting, 
and to address incentives that encourage further industry 
consolidation, Congress could prohibit hospitals from charging, 
and insurers from paying, facility fees for office visits that take 

place on or off the hospital campus, with an office setting defined 
as a location where a health care practitioner routinely provides 
health examinations, diagnosis, and treatment of illness or injury 
on an ambulatory basis. This focus on office visits would prohibit 
hospitals from charging excessive overhead for outpatient 
visits that do not require hospital-level care, but would still allow 
hospitals to charge facility fees for procedures best provided in a 
hospital-based setting. This approach mirrors Maine’s prohibition 
on facility fees for services provided in an office setting.70 
Policymakers could also choose to define specific services 
included within this ban.

Adopt site-neutral payment in commercial insurance

A prohibition on facility fees for office visits protects patients 
from out-of-pocket costs related to these fees, but does not fully 
address incentives for vertical integration inherent in today’s 
payment practices. Nor does a facility fee prohibition, on its own, 
fully protect patients from excessive charges for hospital-based 
outpatient care or lower total spending on these services. Site-
neutral payment for outpatient services can accomplish these 
goals. In contrast to current commercial payment for outpatient 
care, which is determined by negotiations between, and the 
relative market power of, providers and insurers, site-neutral 
payment ensures that reimbursement for a given service is 
similar or the same across care settings, regardless of whether 
the patient receives care in an HOPD, a freestanding doctor’s 
office, or an ASC. This payment policy is grounded in the 
belief that payments should reflect the resources health care 
professionals need to provide care in the most efficient setting 
that is safe and clinically appropriate for that service.71

Congress could prohibit outpatient providers from charging, and 
insurers from paying, more than a defined, site-neutral amount 
for outpatient services that can be safely provided outside of a 
hospital. This amount would approximate the payment needed 
to adequately cover the costs of providing care in non-hospital 
settings. While this payment would be less than the typical 
amount paid for outpatient care in a hospital setting, it may be 
more than what some independent practitioners receive today. 

Depending on the precise policy parameters, site-neutral 
payment in the commercial market has been estimated to 
generate significant savings in national health spending over 
time, with estimates ranging from $458 billion over ten years 
to $900 billion over ten years.72,73 Legislation authorizing site-
neutral payment requirements would need to address a range of 
policy choices, such as which services to include and whether 
to exempt safety-net hospitals, rural hospitals, and other critical 
facilities from these payment rules.74
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Part II: Reducing Unnecessary 
Complexity
Patients and providers alike are increasingly confounded 
by insurer utilization management practices that increase 
paperwork and add barriers to obtaining medically necessary 
care. At the same time, federal minimum standards for coverage 
adequacy vary widely, depending on the type of insurance. This 
complexity, combined with the opacity of health care billing, 
increases administrative costs and adds to consumer confusion 
and frustration. In Part II of this issue brief, we discuss solutions 
that will reduce barriers to care, better align federal standards 
across coverage programs, and arm patients with better cost 
information, before they receive services. 

Reduce Red Tape and Hassles

Policy Proposals

•	 Extend recent updates to federal prior authorization 
standards to commercial health coverage. 

•	 Adopt commonsense measures from state prior 
authorization and other utilization management 
reforms to further reduce hassles, ensure clinical 
appropriateness, and improve transparency. 

DISCUSSION
Health plans’ use of utilization management techniques, 
including prior authorization, step therapy, and retroactive 
claims denials, is a major source of frustration for patients and 
providers alike. When services or medications require prior 
authorization, patients often have to wait for needed care, 
sometimes allowing their conditions to worsen, and may have 
to shoulder costs that insurance refuses to cover. Nearly 70 
percent of consumers find prior authorization burdensome. 
Consumers cite prior authorization as the biggest frustration they 
face when trying to get health care, beyond costs.75

In addition, prior authorization places a heavy administrative 
workload on provider practices, diverting time from patient care 
and adding administrative costs. Physicians report that they and 
their staff spend an average of 13 hours a week managing prior 
authorizations.76  

Actuaries estimate that eliminating prior authorization 
would increase premiums by 3 to 5 percent.77 However, this 
estimate does not account for potential savings from reduced 
administrative costs for insurers and providers, nor longer-term 
savings that could result from timely care. Given expected 
premium impacts, reform efforts have focused on making prior 
authorization less onerous, rather than eliminating it. States have 

passed a wide range of policies to rein in prior authorization, 
and federal rules have extended uniform prior authorization 
standards to plans in Medicaid, Medicare Advantage, and 
the federal Marketplace. These approaches, however, do not 
apply to self-insured employer health plans that cover most 
workers. Consumers with employer-sponsored insurance may 
benefit from recent voluntary commitments made by health 
insurance industry associations to improve prior authorization.78  
Nevertheless, these commitments do not carry the force of law, 
may not be applied consistently, and do not go far enough to 
address frustrations.

Extend updated federal standards to commercial plans

A trio of CMS interoperability and prior authorization rules, one 
adopted in 2020, a second in 2024, and a third proposed in 
2026, will largely establish uniform standards for aspects of prior 
authorization for medical and prescription benefits across CMS-
regulated coverage.79,80,81 Key standards in the rules include:

•	 Electronic and automated processes. Plans must 
facilitate electronic prior authorization through the 
standardized, automated exchange of information related 
to services subject to prior authorization, document 
submission, and status updates; 

•	 Uniform prior authorization decision timeframes. 
Prior authorization decisions must be rendered within 
certain timeframes depending on the market, type of 
service, and type of request. For example, for plans on 
the federal Marketplace, decisions for non-drug services 
must be made within 72 hours for expedited requests 
and 7 days for standard requests; and for drugs within 24 
hours for expedited requests and 72 hours for standard 
requests;

•	 Denial reasons. Plans must communicate the specific 
prior authorization reason for a denial to providers and 
patients; and

•	 Transparency. Plans must allow patients and providers 
to access real-time coverage information, including prior 
authorization details, and annually post on their websites 
a list of services and items subject to prior authorization, 
along with outcome metrics (e.g., the aggregate number 
and percentage of requests approved and denied, and 
the average time to decision).

These recent rules do not apply to most commercial coverage. 
Instead, federal regulations that have not been updated since 
2000 establish timeframes for prior authorization decisions for 
self-funded group health plans: 72 hours for expedited requests 
and 15 days for standard requests.82,83 These timeframes are 
generally longer than the uniform standards in place or proposed 
for other markets. Patients and providers would benefit if federal 
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policymakers extended recent prior authorization rules to the 
commercial market, creating a uniform federal floor. This change 
would likely not be a major “lift” for many group insurers and 
third-party administrators, as they are already implementing 
systems to comply with these standards across their other 
product lines.

Adopt commonsense state reforms

Recent federal rules focus on streamlining the prior authorization 
process and providing a basic level of transparency, but they 
stop short of addressing many sources of patient and provider 
frustration. Nearly every state has regulated prior authorization 
to some degree, and many have enacted extensive reforms 
aimed at balancing patient and provider protections with cost-
control goals. Federal policymakers could consider adopting 
additional commonsense measures found in state prior 
authorization reforms, including:84,85  

•	 Chronic condition protections. Establish 12-month 
validity periods for prior authorization approvals for 
treatment for chronic conditions and require valid 
approvals to be honored across payers. Prohibit use of 
prior authorization for certain conditions where there are 
significant harms from treatment delays.

•	 Evidence-based clinical criteria. Require plans to 
use evidence-based clinical review criteria for utilization 
management. Require plans to post criteria online, 
update them annually, and reference criteria in any 
adverse determination, along with the denial reason.

•	 Denials by clinicians with requisite expertise. Require 
that only a clinician with requisite expertise in the clinical 
area can make an adverse determination through 
utilization management. 

•	 Peer-to-peer access in appeals. When appealing a 
denial, ensure the treating provider has the opportunity to 
engage in a peer-to-peer dialogue with a clinician in the 
same or a similar specialty before a denial is considered 
final. 

•	 Improved transparency. Require centralized and 
more granular reporting of prior authorization and other 
utilization management metrics, such as denial rates, 
rates of decisions overturned on appeal, and decision 
timeframes, by item, service, and drug category.

•	 Artificial intelligence. Prohibit the use of artificial 
intelligence as the sole basis for an adverse prior 
authorization decision and require transparency on how 
and when artificial intelligence is used. 

•	 Honoring authorizations. Prohibit the retrospective 
denial of services that have received prior authorization, 
except in cases of fraud or misrepresentation.

A Market-wide Minimum Benefit Standard 

Policy Proposals

•	 Extend the ACA’s minimum essential health benefits 
standard to all commercial market health insurance, 
including standards that ensure enrollee access to 
clinically recommended prescription drugs.

•	 Eliminate the “firewall” between employer-sponsored 
insurance and Marketplace premium tax credits 
that prevents low-income workers from accessing 
affordable Marketplace coverage.

DISCUSSION
The U.S. is unique in the world in that, for most people under 
age 65, the quality and comprehensiveness of their health 
coverage is entirely dependent on where they work. Most 
large employers offer health benefits because they recognize 
doing so is essential to recruit and retain a skilled, healthy 
workforce. But that is not the case for all employers, particularly 
those that operate in sectors that are not unionized or that 
employ a low-wage, high-turnover workforce.86 To the extent 
they offer coverage at all, some of these employers provide 
relatively skimpy coverage options simply to avoid the ACA’s 
employer mandate penalty.87 For example, strategies adopted 
by employers with low-wage workers include offering “minimum 
essential coverage” plans that include only the ACA’s preventive 
services benefit alongside a plan that meets the ACA’s 
“minimum value” standard (which requires coverage of at least 
60 percent of total costs).88,89 The end result is that low-income 
workers must choose between a plan with a premium they 
can’t afford or a plan that leaves them without access to care. 
These plans not only fail to meet employees’ basic health care 
needs but, in many cases, also render employees ineligible for 
comprehensive, more affordable coverage through the ACA 
Marketplace due to the ACA’s “ESI firewall.”

Even employers that offer comprehensive benefits can choose 
to exclude certain prescription drugs and other high-cost items 
and services from plan benefits, regardless of clinical benefit. 
One of the most talked-about recent examples is the GLP-1 
category of drugs. Only 19 percent of firms covered such drugs 
for weight loss in 2025.90 Employers have also acted to exclude 
high-cost drugs that are essential to treating serious, life-
threatening diseases such as cancer and cystic fibrosis.91,92

Extend essential health benefit and formulary  
design standards 

The ACA’s requirement that plans cover a set of 10 essential 
health benefits (EHB) currently applies only to individual and 
small-group market health plans.93 Extending EHB across the 



11

A 3-Part Strategy for Better Health Insurance: Reducing Costs, Complexity, and Corporate Abuses

commercial insurance market, including to large-group and self-
funded employer plans, would ensure that all plans meet a basic 
minimum standard, reduce consumer confusion during coverage 
transitions, and for many low-income workers, improve their 
access to services.

EHB regulatory standards also require plans to maintain 
prescription drug formularies that are grounded in clinical 
evidence and establish processes to ensure enrollees can 
access medically necessary prescription drugs. Specifically, 
under federal rules, to meet EHB standards plans must:

•	 Cover the greater of at least one drug in every U.S. 
Pharmacopeia category and class or the same number 
of drugs per category and class as the state’s EHB 
benchmark plan;

•	 Maintain a Pharmacy & Therapeutics (P&T) Committee 
that:

•	 Is composed of people with appropriate clinical 
expertise, the majority of whom are practicing health 
care professionals and at least one of whom is a 
patient representative; and

•	 Determines formulary drug inclusion and utilization 
management through evaluation of the scientific 
evidence and ensures appropriate access to drugs 
that are included in broadly accepted treatment 
guidelines.

•	 Offer enrollees an accessible and efficient exceptions 
process to enable access to medically necessary off-
formulary drugs.94 

•	 Ensure that plan designs do not discriminate based 
on an individual’s age, expected length of life, present 
or predicted disability, degree of medical dependency, 
quality of life, or other health conditions.95

These standards could be updated to reflect medical advances 
and, to the extent not already required, extended to all 
commercial health plans. Aligning minimum standards across 
coverage sources can help ensure that a patient’s access 
to medically necessary prescription drugs is grounded in 
clinical evidence, and not solely dependent on their choice of 
workplace.96

Requiring coverage of EHB and adherence to minimum 
formulary design and access standards would be a federal 
guarantee that that all commercial insurance plans meet basic 
minimum standards of comprehensiveness. For the majority 

of employers, setting such a floor would require few changes, 
but for some, primarily low-income workers, these standards 
would significantly improve their access to treatments. The ACA 
requires the EHB standard to be equal to the “typical” employer 
plan in each state, and many employer-based plans already 
require their pharmacy benefit managers to meet minimum 
standards for the management of drug benefits.97,98,99 

Eliminate the “firewall” between ESI and the Marketplace

The ACA includes a “firewall” that blocks people with an 
offer of ESI from obtaining a premium tax credit (PTC) in the 
Marketplace, if their employer plan meets federal standards for 
“minimum value” and affordability. Minimum value is defined 
as covering 60 percent of total costs for covered benefits, 
including inpatient hospitalizations and physician services.100 
ESI coverage is considered “affordable” if the employee’s 
premium contributions do not exceed a specified percentage 
of their income, amounting to 9.96 percent in 2026.101 In other 
words, a worker earning just $23,000 per year could be paying 
as much as $190 per month towards their ESI premiums, and 
their coverage would be considered “affordable” under the 
ACA. By comparison, an individual earning that same income 
who is eligible for Marketplace PTCs would be expected to 
contribute about 4 percent of their income towards Marketplace 
plan premiums, or $77 per month for a silver-level (benchmark) 
plan.102 

Many workers with ESI receive better benefits and, through 
the employer tax exclusion, get a financially better deal 
than coverage through the Marketplace.103 However, others, 
particularly those with lower incomes, work for employers who 
offer skimpy coverage and provide minimal help defraying 
the cost of premiums. Although the proposal to extend EHB 
and improve drug coverage would raise the bar for ESI, many 
workers would still find better coverage at a more affordable 
price if they were eligible for PTCs through the Marketplace.104  

Eliminating the ACA’s ESI firewall would allow employees 
to select the coverage option that works best for them and, 
according to Urban Institute estimates, save affected consumers 
approximately $4.4 billion annually in premiums and out-of-
pocket health care costs. This policy would, however, result in a 
cost shift from employers, whose spending on health coverage 
would be reduced by an estimated $8.1 billion, to the federal 
government. As more workers choose Marketplace plans, 
federal spending on premium tax credits would increase by an 
estimated $17.8 billion annually.105
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Arm Consumers with Cost Information

Policy Proposals

•	 Prohibit group health plans and insurers from using 
coinsurance in benefit design.

•	 Require group health plans and insurers to provide 
patients with clear and helpful cost estimates prior to 
receiving scheduled services.

DISCUSSION
The cost of health care goods and services in the U.S.–and the 
prices paid for those goods and services–are uniquely opaque. 
Many are not “shoppable,” in the sense that patients have little 
discretion over when, how, or where they receive them. But 
for those goods and services where patients do have such 
discretion, it is often impossible to ascertain their cost prior to 
receiving care. More than one-third of Americans report delaying 
or forgoing health care services due to costs.106 Well over 
two-thirds report they’ve been surprised by a medical bill for a 
routine service, even after checking with their insurer or provider 
to ask the cost in advance.107

Ban coinsurance

Coinsurance, a form of cost-sharing that is based on a 
percentage of the insurer’s “allowed amount” (often the 
negotiated price) for the service, significantly contributes to 
consumer uncertainty. Patients cannot readily ascertain, prior to 
receiving the service, what their health plan’s allowed amount is, 
and thus have no way to calculate what their out-of-pocket cost 
will be for a service subject to coinsurance. Coinsurance can 
lead to unexpected medical bills that can contribute to medical 
debt, prompt people to abandon treatment, and worsen health 
outcomes.108

Copayments, on the other hand, are predictable. Patients can 
know in advance the dollar amount they will be required to pay 
towards a doctor’s visit, lab test, or prescription drug. Eliminating 
the use of coinsurance will give patients more cost certainty, 
but will undoubtedly prompt insurers to increase the amount 
enrollees are expected to contribute in the form of copayments. 
However, lowering the maximum annual out-of-pocket amount 
that patients must pay for care, as proposed above, will help limit 
enrollees’ total liability in any given year.

Implement the advance explanation of benefits

Patients deserve to know what their financial liability will be 
for scheduled health care services. It is for this reason that 
Congress required group plans and insurers to provide enrollees 
with an advance explanation of benefits (AEOB) by January 1, 
2022. The AEOB would give patients, prior to a scheduled health 

care service, information about whether their chosen provider is 
in-network and a good-faith estimate of the total out-of-pocket 
costs they will face once services have been delivered. As of 
the writing of this issue brief, AEOBs remain unavailable to the 
American people. 

CMS, which is responsible for implementing the AEOB, has 
blamed technical challenges for the delay.109 Industry foot-
dragging is likely another factor. Bipartisan legislation now 
pending before Congress would double down on the AEOB by 
requiring that health plans and insurers, after receiving a claim 
for services from a provider, send an EOB to consumers using 
the same format as the AEOB, to facilitate before and after cost 
comparisons.110

Help Consumers Navigate Insurance and  
Billing Issues

Policy Proposals

•	 Support robust state consumer assistance 
programs through a permanent appropriation and 
dedicated funding source.

•	 Adequately fund benefit advisors at the Department 
of Labor, who provide consumer assistance when 
people with ESI encounter problems.

DISCUSSION
Health insurance is often difficult to understand and use. More 
than half of Americans with ESI have trouble understanding their 
coverage, including what it will and won’t cover.111 In addition, 
60 percent had a problem using their insurance in the prior 
year, such as insurance paying less than expected or denying 
care. Expert assistance can help consumers overcome these 
common barriers, but declining federal support for unbiased 
consumer assistance that is free from financial conflicts of 
interest leaves many commercial-coverage enrollees with 
nowhere to turn for help.

Consumer Assistance Programs (CAPs)

Consumer Assistance Programs help consumers facing 
problems with health insurance understand their rights, respond 
to denials, file appeals, address surprise bills, and navigate 
related issues.112 These programs save consumers millions of 
dollars annually.113 Congress established a grant program in the 
ACA to help states create and run CAPs that assist consumers 
with private coverage.114 The ACA appropriated $30 million in 
seed money for CAP grants to states, which went to 35 states 
and D.C.115 While the ACA authorized “such sums as may be 
necessary” to support CAP grants moving forward, Congress 
has not made subsequent appropriations. With the loss of 
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federal funding, many CAPs closed or scaled back services.116 

More than half of Americans have private health insurance. The 
ACA’s initial funding for CAPs was woefully insufficient for such 
a large target population.117 To ensure that consumer assistance 
is available, Congress needs to appropriate sufficient funding on 
an ongoing basis. This may be best accomplished if Congress 
establishes an ongoing funding mechanism for the program. 
One proposal calls for annual funding of $400 million generated 
by a small but broad federal assessment of 0.0005 percent of 
premiums on all health plans, including self-insured plans that 
states cannot assess, yet whose members still benefit from 
CAPs.118

In addition, CAP programs, ACA Navigators, and Employee 
Benefit Security Administration (EBSA) benefit advisors 
(discussed below), should coordinate with each other and ensure 
warm handoffs when appropriate, based on a consumer’s type 
of coverage or need.

EBSA benefit advisors

EBSA, within the Department of Labor, enforces federal 
requirements for employer-sponsored benefit plans that cover 
155 million Americans.119 When workers encounter problems 
with ESI, such as denied claims or surprise medical bills, they 
can contact EBSA’s benefit advisors for help. Benefit advisors 
help plan members understand their rights, resolve disputes, 
and recover benefits due. In 2025, they helped consumers 
recover $469 million in benefits through informal complaint 
resolution alone.120

The agency’s responsibilities have increased under the ACA, 
the No Surprises Act, and other laws that expanded consumers’ 
rights and benefits related to health coverage, while the number 
of benefit advisors held roughly steady at around 110 from 
2011 to 2020.121,122  That number has since fallen as low as 74, 
before EBSA’s recent action to hire 40 new benefit advisors in 
response to being “flooded with thousands of calls” related to 
the No Surprises Act.123 Congress can ensure that EBSA’s direct 
consumer assistance and related investigative functions have 
the necessary workforce and resources to quickly and effectively 
respond when Americans with ESI encounter problems. Further, 
Congress could broaden the authority of benefit advisors so 
they could serve as advocates on behalf of plan members during 
benefit disputes.

Part III: Protecting Patients from 
Corporate Abuses
Rising consolidation among providers, payers, and other health 
industry entities, combined with the entry of private equity 
investors and other actors motivated to pursue short-term profits, 
has contributed to deteriorating patient care, provider burnout, 

and higher health care costs. In Part III of this issue brief, we 
discuss several reforms that will protect patients from some 
of the worst abuses of a corporatized health care system and 
rein in the egregious self-dealing that has become increasingly 
common. 

Replace the Abuse-prone System for Resolving 
Surprise Bills and Close Gaps in Protections

Policy Proposals

•	 Replace the No Surprises Act’s (NSA’s) costly and 
abuse-prone independent dispute resolution 
process with a fair and noninflationary payment 
standard.

•	 Close gaps in the NSA that continue to expose 
consumers to surprise medical bills.

DISCUSSION
Surprise medical bills–unexpected costs  from out-of-network  
care, in some cases stemming from profit-boosting strategies 
of private-equity-backed providers–were a common source of 
frustration for patients before Congress passed the bipartisan No 
Surprises Act (NSA) in 2020.124,125 The NSA has been successful 
at protecting consumers from some of the most common 
sources of surprise bills, such as out-of-network emergency 
care services and services from out-of-network providers (such 
as anesthesiologists and radiologists) at certain in-network 
facilities. But, in other ways, the law has come up short. Gaps in 
protections leave consumers exposed to surprise medical bills in 
other scenarios where they have no way to avoid out-of-network 
care, including ground ambulance services. Ground ambulances 
are frequently out-of-network, and the average commercial price 
for a trip in one exceeds $1,000, exposing consumers to the risk 
of large surprise bills and medical debt.126,127 

In addition, while the NSA aimed to hold down overall health 
care costs, it appears to be doing the opposite. When Congress 
prohibited surprise bills, it needed to determine a fair payment 
for out-of-network care that had previously been foisted 
on consumers. Policymakers debated several approaches 
and ultimately chose independent dispute resolution (IDR) 
as a mechanism to determine a binding payment amount 
for contested bills.128 Although IDR was not the lowest-cost 
approach Congress considered, the Congressional Budget 
Office (CBO) anticipated modest savings to employer premiums 
and the federal budget.129 However, an onslaught of litigation 
eroded guardrails meant to keep payment rates reasonable and 
non-inflationary, and the volume of disputes and costs to the 
system have far exceeded expectations, raising concerns that 
IDR could drive up employer premiums.130,131,132 In addition, the 
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IDR process appears highly profitable for private-equity-backed 
providers and middlemen, who initiate a substantial share of 
disputes and secure particularly high award amounts, often 
many times higher than median contracted rates.133 Findings 
from research on the first few years of IDR show:

•	 The IDR system has added an estimated $2-$2.5 billion 
per year to overall health system costs since it started, 
with more than half coming from fees and administrative 
costs borne by participants, and the remainder from 
payments to providers above the median contracted 
rate.134 

•	 While agencies estimated that 17,000 disputes would 
go to IDR each year, providers brought more than 1 
million disputes in the first half of 2025 alone, and won 88 
percent of them, often collecting awards that are many 
multiples of median contracted rates.135,136

•	 Average IDR awards for imaging, for example, are far 
higher than either in- or out-of-network prices before 
the NSA was passed.137 The median contracted rate for 
imaging services in IDR in 2024 was 150 percent of the 
Medicare rate, while the average award was 790 percent 
of Medicare. 

Use a noninflationary payment standard 

Mounting evidence suggests that the NSA IDR process is not 
working as intended and is instead driving up prices for affected 
services as private equity-backed entities and middlemen use 
IDR to extract significant payments. CBO’s estimates that the 
NSA would modestly reduce employer premiums assumed IDR 
would produce more modest awards, putting downward pressure 
on rates in contract negotiations.138 With experience showing the 
opposite outcomes from IDR, the NSA is unlikely to be reducing 
prices and employer premiums, and may be driving them up, 
contrary to Congress' intention.139,140

Congress debated whether to set a fair payment standard 
or use IDR to determine payments, and the CBO anticipated 
significant differences in the cost to premiums and the federal 
deficit depending on the policy details.141 In general, the CBO 
anticipated that IDR would save less than setting a payment 
standard, and that payments that hew closer to median in-
network rates would reduce costs and premiums, while those 
pegged to average in-network rates (or higher) would be 
inflationary. 

If Congress reforms the NSA by replacing the costly IDR 
system with a non-inflationary payment standard, it could 
increase savings to commercial premiums and the deficit while 
still ensuring a fair payment for services. Using a commercial 
benchmark, such as the median in-network rate, is an option. 
This approach was proposed by the House Energy and 
Commerce Committee and passed by the Senate Health, 

Education, Labor, and Pension Committee.142 The CBO expected 
it to generate greater savings to premiums and the deficit than 
the NSA as enacted.143 Using a payment standard that is a 
multiple of Medicare rates instead could produce even greater 
premium savings, depending on the multiple selected.144 

Short of replacing IDR, Congress could focus on addressing 
abuses of and issues with the IDR system that increase the 
number of disputes and inflate awards well beyond median 
contracted rates.

Close surprise billing gaps 

Congress excluded ground ambulances from NSA protections, 
opting instead to further study the issue. The study committee 
recommended a federal ban on ambulance surprise billing, but 
rejected the use of IDR to determine payments due to concerns 
about its suitability for an industry largely made up of small-
scale, locally operated providers.145 Instead, it recommended a 
tiered payment standard that defers first to any state surprise 
billing system, followed by any state or locally set rate with 
sufficient guardrails to control costs.146 Where those do not 
exist, the payment would be benchmarked to an unspecified 
percentage of the Medicare rate. Twenty-four states have 
passed ground ambulance surprise billing protections. Many 
state laws also favor locally set rates and default to a percentage 
of Medicare where local rates do not exist.147

Congress should protect consumers from ground ambulance 
surprise bills and take care not to set an out-of-network 
ambulance payment standard that is inflationary. It can look to 
states that have worked toward this end. For example, North 
Dakota and Maine limit payments to 250 percent and 180 
percent of the Medicare rate, respectively, which are lower than 
most states’ benchmarks.148,149 Oregon defers first to locally set 
rates, but requires localities to publicly justify them to guard 
against arbitrary or inflated prices. 

In addition, federal policymakers should close other NSA gaps 
and clarify gray areas in consumer protections, including:

•	 Expanding the list of care settings to which NSA 
protections apply to include birthing centers, clinics, 
hospices, addiction treatment facilities, nursing homes, 
and urgent care centers;150

•	 Extending protections to out-of-network services 
stemming from referrals by in-network providers, such as 
lab and imaging services; 

•	 Improving consumer protections for emerging non-
network health insurance plans, in which all services are 
provided on an out-of-network basis;151 and

•	 Strengthening continuity of care protections included 
in the NSA to improve access to ongoing care during 
coverage disruptions.152  
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Rein In Health Care Financialization and Profit-
seeking Middlemen

Policy Proposals

•	 Prohibit anti-competitive and problematic financial 
relationships among and between health care 
middlemen, providers, and insurers.

•	 Prohibit common financial extraction practices in 
private equity health care transactions.

DISCUSSION
The actors in our health care system have become increasingly 
financially interdependent. Consolidation and financialization 
throughout the sector are creating incentives that drive up health 
care costs without adding clinical value. Insurers, providers, 
third-party administrators (TPAs), and other “middleman” 
companies use a complex array of ownership, contracting 
arrangements, and financial deals that create conflicts of 
interest and extract profit, often to the detriment of patient 
care.153 To take one example, there is increasing evidence that 
TPAs frequently do not act in the best interest of the employer-
sponsored health plans they are supposed to serve, instead 
engaging in questionable practices such as paying inflated 
claims and then charging employers a “recovery fee” when they 
later correct their own errors, or using employer plan funds to 
settle debts or legal obligations incurred via their fully insured 
business, known as “cross-plan offsetting.”154 Ultimately, these 
inflated costs get passed onto workers and their families in the 
form of suppressed wage growth and/or higher premiums and 
cost-sharing.

Meanwhile, while private equity investment can provide a critical 
injection of capital into financially strapped hospitals and other 
providers, that investment comes at a steep price. Private equity 
is a business model that relies on financial engineering and 
debt financing to drive up short-term profits.155 Private equity’s 
growing involvement in the health care sector–from nursing 
homes and hospitals to, increasingly, physician practices 
and other ancillary services–has resulted in these providers 
primarily pursuing short-term profit objectives that drive up costs 
while stinting on patient care, clinical quality, and physician 
autonomy.156 Further, private equity’s practice of loading debt 
onto its acquisitions too often results in the target entity’s 
ultimate bankruptcy.157 When a hospital system goes bankrupt, 
it not only puts patients at risk but also has a devastating 
economic impact on often vulnerable and underserved 
communities.158

Rein in self-dealing and profit-extracting middlemen

In addition to rationalizing payment rates in highly consolidated 
health care ecosystems (see above), policymakers should 
consider greater regulation of the self-dealing caused by the 
proliferation of a cadre health care middlemen that contribute to 
rising costs but contribute nothing to patient care.159 Detailing all 
the types of profit-extracting health care middlemen in our health 
care ecosystem is beyond the scope of this issue brief, but they 
include TPAs, pharmacy benefit managers (PBM), revenue cycle 
managers, claims management companies, claims re-pricers, 
point solution vendors, and medical service organizations, to 
name a few.160 Policies to rein in the most abusive practices 
could include, for example, limiting or prohibiting: 

•	 Common ownership across conflicted stakeholders, such 
as insurers owning providers or operating TPAs;

•	 TPAs generating revenue from side deals, hidden fees, 
and vendor kickbacks, limiting them to per-member-per-
month fees alone, so that employers have an opportunity 
to engage in apples-to-apples price comparisons;

•	 Anti-competitive contracting practices such as requiring 
employers to use their TPAs’ chosen vendors, all-
or-nothing clauses, and provider revenue neutrality 
agreements; and

•	 Shared savings agreements and certain revenue-
generating practices that constitute self-dealing, such 
as incentives for physicians to send patients to insurer-
owned imaging facilities.

Rein in harmful financial tactics

Policymakers can rein in financial practices that prioritize 
profits over patient care by prohibiting practices, all common in 
private equity health care transactions, that serve to maximize 
short-term profits but leave providers financially vulnerable, 
divert resources from patient care, and increase health system 
costs.161 These include, for example:

•	 High levels of debt financing and other financial tactics 
that hollow out critical health care infrastructure;

•	 Ownership of conflicted entities by a single firm; and

•	 Low staff-to-patient ratios that result in reduced quality of 
care and worse health outcomes.

Further, several states have begun requiring the public reporting 
of health entity ownership and greater transparency over the 
financial health of hospitals and other critical health care entities; 
federal lawmakers could do the same.162
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Reduce Medical Debt

Policy Proposal

•	 Create a Hospital Fair Billing Certification program 
to strengthen hospital financial assistance policies, 
restrain financially ruinous collection practices, and 
prevent the accumulation of medical debt.

DISCUSSION
One of the most common symptoms of the extractive financial 
practices characteristic of American health care is the 
prevalence of medical debt, which is closely related to high 
prices for health care services and high deductibles and other 
excessive cost-sharing requirements. Families with medical debt 
can experience aggressive debt-collection tactics from their 
health care provider or a debt collector and may avoid needed 
care for fear of accumulating further debt. In 2022, more than 
40 percent of American adults reported holding debt related to 
medical or dental bills, and more than 15 percent of American 
adults live in families with past-due medical debt.163,164,165 
Unlike other types of debt, consumers do not willingly decide 
to take on the obligation of medical debt—instead, a health 
crisis or unexpected health care bills force them to assume this 
debt. Almost three-quarters of adults with medical debt report 
owing at least some of their debt to acute care hospitals; to 
ameliorate some of this burden, states have sought to protect 
consumers by requiring hospitals to offer financial assistance 
and reasonable payment plans, and by limiting the interest 
rates hospitals can charge on medical debt.166 The federal 
government also requires non-profit hospitals to provide some 
degree of free or discounted services as a condition of receiving 
tax-exempt status. Nevertheless, individuals who owe unpaid 
bills to hospitals report higher total amounts of medical debt 
than those whose unpaid medical bills are owed to non-hospital 
providers. In addition, most adults with past-due hospital bills 
report being contacted by a collection agency about their debt.167  
People with medical debt report draining their savings, reducing 
their spending on essential items such as food, clothing, and 
household basics, and borrowing from friends and family as they 
try to manage their debt.168

Create a Hospital Fair Billing Certification program 

A Hospital Fair Billing Certification program—managed by an 
accrediting body or by the Department of Health and Human 
Services (HHS)—could create new incentives for hospitals to 
minimize patients’ risk of incurring significant medical debt from 
hospital-based care and to improve patients’ experience with 
hospital billing. Depending on policymakers’ choices, these 
incentives could be financial or administrative. For example, 
fair billing-certified hospitals could receive an incentive bonus 

as part of Medicare reimbursement, or hospitals that fail to 
become certified could incur a financial penalty. Alternatively, 
hospitals could be required to obtain certification as a Condition 
of Participation for the Medicare program. Specific criteria for 
certification, which would be defined at a more granular level 
by HHS, would apply to all private (non-profit and for-profit) and 
public hospitals, and could encompass:

•	 Provision of at least a minimum level of patient financial 
assistance in the form of free and discounted care, with 
discounted care calculated from the hospital’s lowest  
negotiated rate;

•	 Patient eligibility for financial assistance based on 
income, insurance status, and adequacy of coverage, with 
patients whose income is within specific federal poverty 
levels eligible for free and discounted care;

•	 Streamlined financial assistance eligibility processes, 
such as presumptive eligibility and self-declaration of 
income and/or assets;

•	 Application of clear and understandable billing standards, 
including consolidated billing requirements;

•	 A six-month limit on delayed billing;

•	 Limits on the interest rates hospitals can charge for 
medical debt;

•	 Restrictions on selling medical debt to third-party 
collection agencies or filing suit against patients to collect 
unpaid bills unless patients have been screened for 
financial assistance eligibility and offered a payment plan;

•	 New consumer-disclosure requirements for debt collection 
agencies, such as the clear identification of each bill 
the agency is trying to collect by service, provider, and 
service date;

•	 Prohibition against garnishing patients’ wages or seizing 
patients’ assets in an effort to collect medical debt; and

•	 Prohibition on reporting medical debt to credit reporting 
agencies.

Conclusion
The approximately 161 million people who receive health 
insurance coverage in the commercial market, whether through 
their employer or the ACA Marketplaces, are increasingly 
struggling with rising costs, a confusing tangle of red tape 
and complexity, and health industry actors who can no longer 
be trusted to prioritize patient outcomes over profits. These 
individuals deserve urgent and meaningful action to improve 
health care affordability and lower barriers to high-quality health 
care. Although the challenges can feel intractable, there are 
policy solutions. The reforms presented here provide a roadmap 
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to improve the value of health insurance and reduce costs for 
employers and those enrolled in coverage. 
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