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Executive Summary
Health care costs represent a major driver of escalating commercial insurance premiums. To combat market inefficiencies, the federal government enacted the Hospital Price Transparency (HPT) Rule (effective 2021) and the Transparency in Coverage (TiC) Rule (effective 2022), mandating public release of gross charges, negotiated in-network rates, and out-of-network historical allowed amounts. In February 2025, a new Executive Order, “Making America Healthy Again by Empowering Patients with Clear, Accurate, and Actionable Healthcare Pricing Information,” directed federal agencies to continue the initiative for price transparency. The Centers for Medicare & Medicaid Services (CMS) responded in May 2025 with guidance for new and updated Hospital Price Transparency requirements. 

States are also taking action to improve price transparency in healthcare.  Structural barriers have, however, historically limited state-level oversight. As of 2025, 24 states operate All-Payer Claims Databases (APCDs), but states do not have authority to require submission of claims information from employer-sponsored, self-insured plans due to federal ERISA preemption. This preemption creates a significant blind spot in state health care spending data. Early market data also indicates that published pricing information has begun to drive price convergence among providers. However, this convergence on its own does not produce consumer savings.

This brief details some of the ways state Departments or Divisions of Insurance (DOIs) have moved beyond passive consumer-facing tools. State insurance regulators and state employee health plans have worked to address cost drivers by integrating standardized TiC data, leveraging APCD data where available, protecting employer access to claims data under the Consolidated Appropriations Act (CAA) of 2021, and supporting structural plan designs, such as reference-based pricing, tiered networks, site-of-care steering, and direct payment rate constraints. Most of the initiatives described below are facilitated by enhanced price transparency.



Enhanced Health Care Price Transparency
[bookmark: _q56440kkkcid]Overview
Health care price transparency rules aim to empower consumers to make informed health care decisions, increase market competition, and ultimately slow the rising costs of medical care and insurance by bringing clarity and standardized access to health care pricing. This brief examines the current state of federal and state healthcare price transparency initiatives, the technical and legal barriers to effective data utilization, and the strategies available to state insurance regulators and institutional purchasers to leverage price transparency data for systemic cost containment and overall improved health care affordability. Federal price transparency mandates enacted between 2019 and 2022, the Hospital Price Transparency (HPT) Rule and the Transparency in Coverage (TiC) Rule, created an unprecedented public record of negotiated health care prices. A February 2025 Executive Order directed federal agencies to require disclosure of actual prices rather than estimates and to strengthen standardization and enforcement. Despite this regulatory progress, persistent structural barriers, some of which this brief discusses, have constrained the practical impact on health care costs. States are responding with an expanding range of strategies, such as hospital price transparency enforcement mechanisms, All-Payer Claims Database (APCD) modernization, and data-driven consumer initiatives.
States with Actions Related to Enhanced Price Transparency
	State
	Implementation Date
	Key Variations/Notes

	Arkansas
	2023
	[bookmark: _Int_VXAUMMja]Imposes state-level financial penalties on hospitals that fail to comply with federal HPT requirements, supplementing federal enforcement.

	Arizona
	2022
	[bookmark: _Int_jA7CGfLj]Designated the Department of Health Services as responsible for overseeing hospital compliance with federal HPT rules; requires public posting of noncompliant hospitals.

	California
	2017
	Passed SB 17, requiring drug manufacturers to report price increases over a specific percentage.

	Colorado
	2024
	Works with third parties to transform complex machine-readable files (MRFs) into an accessible consumer portal.
Prohibits hospitals from initiating debt collection against patients for services rendered during any period of HPT noncompliance.

	Indiana
	2024
	[bookmark: _Int_hrgIU2Yk]Administers an All Payer Claims Database (APCD) housing over 2.3 billion records across 7.7 million unique members. Includes an interactive mapping of procedure cost variations across ZIP codes.

	Massachusetts
	2025
	[bookmark: _Int_1zwk2uyv]Uses a centralized data hub to inform tiered provider networks where enrollees pay lower cost-sharing for high-value tiers.

	Minnesota
	2021
	[bookmark: _Int_srq27kFC]Expanded transparency requirements beyond hospitals to include outpatient surgical centers, large imaging/laboratory providers, and dental service providers.

	New Hampshire
	2019
	Leveraged its APCD to host the "NH Health Cost" tool, which successfully reduced insurer prices for imaging services and other categories. 

	Oklahoma
	2025
	[bookmark: _Int_nqDw8nNc]Enacted SB 889 (2025), requiring hospitals to publicly post consumer-friendly, machine-readable price lists for 300 common services, including standard gross charges, payer-specific negotiated rates, and discounted cash prices.

	Texas
	2019
	Passed HB 2536, requiring drug manufacturers to report price increases over a specific percentage.
Texas has codified federal HPT rules into state statute with enhanced penalties, extended TiC requirements to short-term limited duration plans, and issued state standardization guidance to improve data usability. 

	Washington
	2025
	Passed HB 1382 (2025) to modernize its APCD, removing statutory "proprietary financial information" protections to permit the disclosure of actual contract pricing and payer-negotiated rates.  


Other Price Transparency Data for Consideration
	Key Data Point
	Value/Metric
	Description

	Impacted Population
	222,700,000
	Number of citizens with private health coverage in 2024. Private health insurance includes employer or union sponsored, coverage purchased directly, or TRICARE.

	Commercial Healthcare Spending
	~$1.644 trillion
	Direct annual healthcare spending managed by private and public commercial plan purchasers. CMS National Health Expenditure Accounts (2024) report private insurance spending at $1.644 trillion. 

	Site-of-Care Cost Difference
	1.27 to 13.5 times higher
	Increased cost of routine services at a hospital outpatient setting compared to the cost of the same service at an independent physician office.

	Hospital Price Transparency (HPT) Compliance Issues
	46%
	Percent of hospitals that did not comply with the HPT rule.

	Consumer Engagement
	Less than 10%
	Percent of consumers who utilize existing carrier price transparency tools.

	Commercial Cash-Price Arbitrage
	47%
	Percentage of instances where a hospital's self-pay/cash price is lower than the median in-network commercial negotiated rate for the identical shoppable service. 

	Market Price Convergence
	About 80% of markets showed convergence
	Percentage of hospital markets (across 10 largest U.S. metros, 37 services) showing inflation-adjusted rate convergence between Dec. 2021 and June 2024. Top-quartile rates fell ~6.3%; bottom-quartile rates rose ~3.4% (annualized). Stronger in outpatient (87.4%) than inpatient (62.5%) settings. 


[bookmark: _ph66sjhru5in]Premium or Other Impacts and Analysis of Price Transparency
	Initiative
	Metric
	Change (%)
	Source/Citation

	The Drafting Group welcomes sources and input from interested parties on premium impacts of price transparency.

	
	
	
	

	
	
	
	


[bookmark: _7svcn8ze135o]Key Challenges for Achieving Price Transparency
	Data Category
	Observation/Finding
	Source/Context

	Stakeholder Feedback
	[bookmark: _Int_0UWpWueV]America’s Health Insurance Plans (AHIP) expressed concern about states adding unnecessary burdens on health plans by requiring additional transparency work in addition to the federal requirements.
	AHIP (stakeholder comment)

	Implementation Challenges
	Insurers and Third-Party Administrators (TPAs) frequently assert proprietary intellectual property protections over contracted rate data.
	[bookmark: _Int_GRkJYooe]CAA of 2021 (anti-gag and TiC provisions)

	
	Insurer and hospital TiC files are often extremely large, making them unwieldy to parse, and hospitals have used placeholder values, making the data unreliable.
	CMS Price Transparency Fact Sheets (2025–2026)

	Legal/Regulatory Issues
	Under the Supreme Court's ruling in Gobeille v. Liberty Mutual Insurance Co. (2016), states cannot compel self-insured ERISA plans to report claims data to state APCDs, leaving a blind spot in state healthcare spend tracking.
	Gobeille v. Liberty Mutual Ins. Co., 577 U.S. 312 (2016)


	
	State DOIs have direct regulatory authority over risk-bearing insurance carriers but lack direct jurisdiction over health care provider systems and self-funded employer plans.
	Maanasa Kona and Nadia Stovicek (Health Affairs Forefront) (2014)


	Unexpected Outcomes
	A notable market effect of publishing negotiated price data is rate convergence rather than across-the-board cost reduction. See 2024 Turquoise Health analysis of 200+ hospitals across the 10 largest U.S. metro areas.
	Forrest Xiao (Turquoise Health) (2024)


Price Transparency Brief
Health care price transparency rules aim to empower consumers to make informed health care decisions, increase market competition, and ultimately slow the rising costs of medical care by bringing clarity and standardized access to health care pricing. Consumers rarely know the price of health care services, resulting in reduced market incentives for providers to compete based on prices.
The Current Healthcare Price Transparency Landscape
Health care pricing in the United States historically operated behind confidential proprietary protection provisions, entirely isolating employers and state regulators from the negotiated contractual prices of covered procedures. The implementation of the federal Hospital Price Transparency (HPT) regulation (2021) under Section 2718(e) of the Public Health Service Act, and the Transparency in Coverage (TiC) rules (2022), sought to dismantle this paradigm by mandating the public disclosure of standard, cash-discounted, and third-party negotiated rates. Despite bipartisan support and federal administrative penalties of up to $5,500 per day for large non-compliant facilities, the mandated public cost data continues to face significant friction in producing measurable impacts to the costs of health care.

Early empirical data from analysis of published machine-readable file (MRF) data suggests that price transparency is beginning to affect market behavior, though not necessarily by reducing overall costs. A 2024 Turquoise Health analysis examined inflation-adjusted commercially negotiated rates at over 200 hospitals across the 10 largest U.S. metro areas, covering 37 common services from December 2021 to June 2024. The analysis found that 82.8% of markets showed price convergence: rates in the top quartile fell approximately 6.3% (annualized, inflation-adjusted) while rates in the bottom quartile rose approximately 3.4%. Convergence was substantially more pronounced in outpatient services (87.4% of markets) than inpatient services (62.5% of markets). The study's author noted that converging rates are 'an encouraging sign that healthcare markets are responding to price transparency with increased market competition,' while cautioning that convergence toward a market equilibrium does not mean that prices are lower for consumers. The equilibrium point may itself be above the prior median for markets that were previously lower cost. The study does not establish causality between the transparency regulations and the observed convergence, and the authors identify this as an area requiring further research.

[bookmark: _Int_m5BtovwI]Research on consumer engagement with price transparency tools documents consistently low utilization rates. New Hampshire’s APCD-based consumer price tool, for example, was used by approximately 8% of patients seeking imaging services and was associated with a 4% decline in imaging prices over five years. These effects, however, do not extend meaningfully to hospital and physician services, where provider switching is substantially less common.

There are several primary reasons why consumer engagement with price transparency tools remains low:
1. Lack of Financial Incentive for Insured Patients: Because most patients have health insurance, they are largely insulated from the full cost of their care. Since out-of-pocket costs typically represent only a small fraction of the total negotiated or list price, insured patients often lack a strong financial motivation to price shop. By contrast, self-pay patients (who bear the full out-of-pocket cost) are significantly more likely to use price information and choose lower-priced hospitals for elective procedures. Patients also become much more responsive to price transparency when they face higher cost-sharing or reference-pricing programs (where they must pay the difference if their care exceeds a set benchmark). 
 
2. [bookmark: _Int_4PsKHA1N]Poor Usability and Complexity of Data: The price data published by hospitals is often inconsistent, difficult to interpret, and fundamentally not consumer-friendly. Consumers struggle to accurately determine what their actual out-of-pocket expenses will be based on the raw data files provided. In one experimental study, only 19% of participants were able to successfully retrieve cost information directly from hospital websites because the task was so complex. 
 
3. Lack of Awareness: A major barrier to usage is simply that many patients are unaware that price transparency data or tools even exist. One study found that 64% of participants had never heard of the federal price transparency legislation, despite overwhelmingly agreeing that knowing the cost of a service beforehand is important.
 
4. [bookmark: _Int_0V5gEqcY]Reliance on Non-Price Factors: Patients often base their health care decisions on factors entirely unrelated to price. Provider reputation and physician referrals are often more critical to a patient's decision-making than cost, with physicians often referring patients to providers within their own hospital system even when cheaper alternatives exist. Furthermore, when patients do not know what services they need or require emergency care, they do not have the time or ability to price shop.
Deficiencies of Current Machine-Readable File and Transparency in Coverage Data Pipelines
[bookmark: _Int_Hihim9j9]The primary operational barriers to effective price transparency under current federal requirements include the large number of files, the size of data, inconsistent formatting, and variations in file structure. Insurers’ and hospitals’ machine-readable files are frequently very large and contain substantial superfluous information. Federal requirements mandate monthly updates from commercial insurers regardless of whether underlying rates have changed, generating massive recurring data loads. A proposed rulemaking published at 90 Fed. Reg. 60,432 (December 23, 2025) would move these updates from monthly to quarterly, which CMS has identified as sufficient to capture meaningful rate changes while substantially reducing unnecessary data volume.

[bookmark: _Int_tF7d6VKL]A specific and well-documented data quality problem compounds the volume challenge. Hospitals were permitted to enter the numeric placeholder “999999999” for any service lacking sufficient historical claims data; CMS found this practice was used far more broadly than intended, sometimes appearing across many listed services within a single hospital file and rendering those entries non-comparable. May 2025 guidance directed hospitals to discontinue the placeholder and instead report actual dollar amounts drawn from electronic remittance data covering the prior twelve months. TiC files present a parallel issue: they frequently include rate configurations for specialized procedures that the reporting provider lacks the clinical capacity to perform, adding further noise to already unwieldy datasets. 

[bookmark: _Int_BIoEIfTP]Compounding this technical challenge are the structural validation issues. Parallel comparison audits evaluating insurer-posted TiC rates against hospital-disclosed lists identify wide, unexplainable discrepancies. Data integrity, inconsistent naming conventions, and limited provider details such as location can also contribute to the deficiencies of MRFs. These underlying inconsistencies fundamentally devalue the utility of the files, since market analysts cannot rely on their accuracy and utility. Consumers are required to locate and retrieve files from company websites. This is not necessarily an easy task for consumers.
State DOI Strategies: Activating Data for Market Redesign
Historically, direct consumer shopping produces limited and inconsistent impacts on overall health care spending. The most valuable and impactful use of enhanced price transparency strategies lies in its use by institutional purchasers, large employers, state employee health plans, and state regulators rather than individual consumers. 

[bookmark: _Int_ythMHgrp]Individual states often lack direct statutory authority to hold health care facilities accountable for pricing practices, however, there are measures that states can take to promote market efficiency:
1. Enforcing TiC and HPT compliance promotes value-based purchasing and competitive pricing. Increasing visibility and enforcement of standards that are already in place allow DOIs an opportunity to make impactful changes without authority. By promoting these data elements, states can empower consumers to make more informed health care decisions.
2. Supporting APCD infrastructure promotes data visibility, enhanced value-based purchasing, policy development, consumer empowerment, and fosters competition and cost control. Enhanced APCD tools, like those used in Indiana, can give consumers the ability to research and utilize real-time pricing data within an APCD database and have more control over their health care.  
3. Enforcing employer access to data under the CAA of 2021 promotes trust, data integrity, informed decision making, and greater bargaining power, while also reducing administration costs.  

Several states have developed independent enforcement measures that supplement or go beyond federal HPT requirements: 
1. Arizona designated its Department of Health Services as responsible for overseeing hospital compliance with federal HPT rules and requires the agency to publicly post information about noncompliant hospitals, creating a public accountability mechanism not present at the federal level. 
2. Arkansas imposes state-level financial penalties on hospitals that fail to comply with federal HPT requirements, supplementing federal enforcement resources. 
3. Colorado prohibits hospitals from initiating debt collection against patients for services rendered during any period of HPT noncompliance, linking a hospital’s billing rights directly to its transparency compliance. 
4. [bookmark: _Int_v4AcnhOw]Texas has codified the federal HPT rules into state statute with enhanced penalties, extended TiC disclosure requirements to short-term limited duration plans not otherwise covered by federal rules, and issued detailed state standardization guidance designed to improve the usability of disclosed pricing data.

State-level APCD tools provide comprehensive multi-market tracking, but their coverage is substantially constrained by ERISA preemption. As of 2025, 24 states operated APCDs. The Supreme Court’s ruling in Gobeille v. Liberty Mutual Insurance Co., 577 U.S. 312 (2016), held that states cannot compel self-insured employer plans, regulated under ERISA, to report data to state APCDs. Because approximately 67% of workers with employer-sponsored insurance (ESI) are enrolled in self-insured plans, this constraint creates a significant reporting gap: in some states, the share of ESI lives reported to the APCD is as low as 25%. States can partially address this gap by offering voluntary participation incentives, such as providing participating employers with access to aggregated benchmark data in return for submission.

These varied state mechanisms demonstrate that DOIs and state health agencies have meaningful tools available to expand the availability of price information.
Driving Downstream Affordability Structures 
[bookmark: _Int_UEutJE68]While evidence is limited for increased affordability due to price transparency reforms alone, making prices available can support other state affordability efforts. Research supports limiting provider payment rates as one of the most effective strategies for containing costs, and several states have acted in this area.

1. Oregon - The State Employee Health Plan capped hospital reimbursements at twice the Medicare rate beginning in 2019. A subsequent peer‑reviewed analysis in Health Affairs (Murray et al., 2024) found that this policy led to measurable reductions in hospital facility prices paid by the plan. While this approach requires a self‑funded purchaser with sufficient market leverage and direct contracting authority, it offers a replicable model for other large public purchasers seeking to contain cost growth without narrowing provider networks.

2. Minnesota (State Employee Group Insurance Program) and Massachusetts (Group Insurance Commission) - State employee health managers in Minnesota (SEGIP) and Massachusetts (GIC) use clinical claims data to tier primary care practices based on total cost of care. Members receive substantially lower out-of-pocket costs when choosing top‑tier providers, creating financial incentives for practices to remain cost‑competitive to retain patients.

3. California (California Public Employees' Retirement System) and Utah (Public Employees' Health Program) - State plans in California (CalPERS) and Utah (PEHP) use benefit tiering to guide patients from higher‑cost hospital outpatient departments to lower‑cost independent diagnostic facilities for routine services, reducing per‑episode spending without limiting clinical access.

4. Kansas (State Employee Health Plan) and Utah (PEHP) - Programs in Kansas (SEHP) and Utah (PEHP) use price‑transparency data to offer direct cash incentives to members who choose high‑value providers, aligning individual cost‑sharing decisions with broader plan cost‑containment goals.
Approaches for Realizing the Promise of Consumer Price Transparency
Health care price transparency has long been a challenge and has become more prominent in the past five years as insurance premiums continue to rise. There are several ways regulators, insurers, and providers can be more transparent to assist consumers in utilizing appropriate healthcare.
· Focus on Out-of-Pocket Costs: Policies and tools should prioritize showing out-of-pocket expenses rather than just hospital list prices or negotiated net prices. Because most patients are insured, out-of-pocket costs are the most relevant factor in their decision-making process. 
· Standardize Data Formats: Hospitals currently use inconsistent data schemas, making it difficult for developers and machines to process the information. Enforcing a uniform schema with "master field names" across all health systems would significantly improve the ability of third parties to build accurate estimation tools. 
· Provide Clear Documentation: Data files should include comprehensive documentation that clearly explains column meanings, coverage limits, and contracting methods (e.g., whether a price is a per-diem cost), so that consumers and developers can accurately calculate final costs. 
· Combine Price and Quality Data: Tools should merge hospital pricing files with quality ratings (such as CMS Hospital Compare) and insurance details, allowing patients to make side-by-side comparisons of both cost and quality simultaneously. 
· [bookmark: _Int_UPmM5OS8]Implement Reference Pricing: Research shows that consumers are much more responsive to price transparency when it is combined with stronger financial incentives. Programs like "reference pricing"— where an insurer sets a benchmark price for a procedure, and the patient must pay the difference if they choose a more expensive provider — have been shown to actively encourage price shopping. 
· Increase Public Awareness: Because most patients do not even know price transparency legislation exists, targeted awareness campaigns are necessary to educate consumers about their right to access cost information before receiving care. 
Conclusion
[bookmark: _Int_quoJUCfN]Competition based on price helps to maintain affordability in many sectors, but it has been less effective in containing health care costs because prices are often hidden or unknown to consumers. While factors other than price influence consumers’ health care choices, enhanced price transparency could introduce greater efficiency in health care markets and make health insurance more affordable. To date, evidence for this effect is limited, with some experience showing prices may converge rather than lower overall when they are more widely known. Nonetheless, several states have worked to build on federal price transparency requirements and their own all-payer claims databases. States have taken steps to increase compliance with hospital price transparency rules and used their state employee health plans to incentivize the use of higher-value providers. Making provider prices accessible to market participants and regulators can also provide critical support for other health insurance affordability policies, like reference-based pricing, price caps, or oversight of provider integration.    
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