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SB 884 Mandated Approach has Unintended Consequences

Mandated Cash Payments: SB 884 mandates paying 50% of any “savings” in cash directly to
enrollees. This cash mandate risks driving patients towards wasteful care.

Excessive Administrative Burdens: New disclosures, real-time cost tracking, and issuing IRS
forms to patients creates administrative costs likely outweighing potential savings.

Overutilization: SB 884 removes established network safeguards, raising concerns about fraud,
waste, and abuse. Patients may seek care they do not need in exchange for cash.

Price Variation Problems: Provider consolidation creates significant price variation in contracted
rates. Tying savings payments to an average contracted rate wouldn't equate to any real patient
shopping derived savings but would require new payments to patients.

High Cost Patients: A small group of patients make up the bulk of spending, this type of patient
incentive program would reward the highest users of health care the most.

Background: Health plans want to create incentives, laws stand in the way.

Texas restricts patient incentives through outdated regulations (HB 1888-81R). Rules state “a
health benefit plan issuer ranking system based solely on cost would not be compliant”.

Health plans may not rank services based on cost unless they follow a cumbersome process to
integrate quality.

Other proposals like SB 926 (Hancock) & HB 1959 (Frank) aim to remove these barriers so health
plans can more effectively reward patients who seek high-value care, without a mandate.

Lessons from Other States Show this Mandated Approach Does Not Work

States have attempted these “right to shop” programs with varying success. For example, Florida’s
state employee program has 3 times higher admin costs than savings.

Maine's commercial market mandated program had just 46 employees use the program (.03%) for
savings of $2,360 in 2023. Strikingly low participation for even a small state.

Virginia's commercial market mandated program had just 1,391 incentive payments and engaged
less than 1% of enrollees in 2024.

A More Effective Alternative Removes Barriers & Allows Market Based Innovation

Proven Techniques: Large employer ERISA health plans routinely use tiered in-network benefit
designs to give patients options for care and reward them for smart shopping.

Research Proven: Studies show these benefit designs save 5% for employers, encourage primary
care groups to reduce costly and unnecessary referrals.

Remove Existing Barriers: Allow health plans to design their own incentive programs,
encouraging lower-cost, high-quality providers through tools like reduced cost-sharing.

Pilot Programs First: Before imposing untested mandates on health plans covering 7 million
Texans, test these concepts in ERS, like the proven “ShoppERS” approach.
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