TEXAS HEALTHCARE INDEPENDENCE INITIATIVE

Frequently Asked Questions

SECTION 1: LEGAL AUTHORITY AND FEDERAL CONSTRAINTS

1. What parts of this plan can Texas implement immediately, and what requires
federal waivers?

Texas can immediately launch statewide bulk purchasing, cost-plus supply distribution,
transparency rules, insurer oversight, telehealth expansion, and logistics coordination.
Federal waivers are needed only for adjustments to Medicaid reimbursement models
and innovative rural stabilization programs. Texas begins implementation with the
authorities it already holds.

2. How does the unified risk standard comply with federal ACA rules?

Texas will fully comply with federal requirements such as age bands, tobacco rating,
and geographic regions.

The unified Texas risk standard applies only where states have authority, such as
eliminating zip code micro-rating, removing non-medical price multipliers, and requiring
premium calculations to reflect real cost data.

3. How does this plan avoid ERISA preemption for employer-sponsored
insurance?

Texas will regulate hospitals, distributors, billing practices, and fully insured plans.
The plan does not regulate employer plan design, which keeps it outside ERISA
preemption.

Self-funded plans still benefit indirectly from lower hospital prices.

4. What is the Medicaid waiver strategy?

Texas will request waivers in phases, focusing on rural hospital stabilization, telehealth
expansion, predictable reimbursements, and cost savings integration.

Waivers that improve efficiency and financial stability historically receive faster approval
than eligibility changes.



5. How will Texas defend this plan from federal or industry legal challenges?

Texas relies on its clear authority to regulate prices, supply chains, and insurance
markets within the state.

The state also operates as a market participant, which is protected under the Market
Participant Doctrine, making claims of unfair competition difficult to sustain.

6. What legal strategy protects the initiative from ERISA challenges related to
indirect premium changes?

Texas focuses on regulating the healthcare market, not employer plans.

Courts have consistently upheld state authority over hospital pricing, billing,
transparency, and supply regulation, even when employer plan costs are indirectly
affected.

SECTION 2: ECONOMIC MODEL AND COST STRUCTURE

7. How will the statewide purchasing authority, IT systems, and logistics network
be funded?

Startup funding comes from existing health infrastructure budgets, emergency
preparedness allocations, technology modernization funds, rural stabilization programs,
and federal dollars that are already eligible for health system modernization. No new
taxes are required.

8. What is the estimated startup cost for launching the system?

The expected startup cost is between 250 million and 400 million dollars, covering
warehouse conversion, logistics equipment, onboarding, telehealth expansion, and IT
integration.

9. How soon will the system become financially self-sustaining?

Based on known supply markups and hospital spending data, the system is expected to
break even within 18 to 30 months after operations begin.

10. How much will Texas hospitals save annually under cost-plus purchasing?

Early modeling suggests annual savings of 500 million to 1.5 billion dollars, depending
on participation levels.



This far exceeds the one-time startup cost, meaning the system pays for itself quickly.

11. How will high-acuity hospitals like trauma centers and NICUs be protected
under cost-plus pricing?

Cost-plus pricing applies only to supplies.
Specialized services retain their existing reimbursement structures, ensuring that
trauma, neonatal, and emergency care remain fully funded.

12. What happens if large hospital networks do not join the system?
The program still moves forward. Early adopters gain lower operating costs, which apply
pressure on competitors to join. Insurers may steer patients toward participating

hospitals because their prices are lower and more predictable.

13. How will buyouts for hospitals exiting bad contracts be funded and
evaluated?

Buyouts will be funded through existing stabilization programs and savings created by

the new system.
A buyout is approved only if the long-term financial savings exceed the upfront cost.

SECTION 3: RURAL HOSPITAL IMPACT AND TRANSITION

14. How much will rural hospitals save?

Most rural hospitals can expect annual savings between 1 million and 3 million dollars,
depending on size and service mix.
Rural regions collectively may save 10 million to 30 million dollars annually.

15. How will Texas protect rural hospitals during the transition period?
Texas will provide short-term stabilization support, reduced supply costs from day one,

predictable logistics, telehealth integration, and early-phase onboarding to ensure rural
facilities receive benefits before large urban systems.



16. How will rural hospitals avoid becoming dependent on subsidies?
Cost stabilization, predictable reimbursements, and lower supply costs eliminate the

instability that forces rural hospitals into crisis. The goal is independence, not long-term
subsidy dependence.

SECTION 4: IMPLEMENTATION REALITY AND TIMELINE

17. What is the estimated timeline for full statewide implementation?

Full deployment is expected to take 3.5 to 4 years, with visible savings and increased
stability beginning in the first year.

18. How will Texas maintain supply chain stability as the primary distributor?
Texas will use multiple vendors, regional warehouses, emergency reserves, redundant
trucking networks, and State Guard support.

Private-sector logistics remain heavily involved.

19. What milestones will measure whether the rollout is succeeding?

Texas will track reductions in supply costs, premium stability, rural hospital outcomes,
transparency compliance, emergency readiness, telehealth usage, and medical debt
trends.

20. What happens if participation or contracting takes longer than expected?
The break-even timeline may shift slightly, but the system continues forward. Rural

hospitals still gain stability, and early adopters still receive reduced costs. Savings
accumulate over time.

SECTION 5: MARKET IMPACT AND UNINTENDED
CONSEQUENCES

21. How will Texas prevent private distributors from raising prices for hospitals
outside the system?

Public price benchmarks, competition with lower-cost state purchasing, voluntary
participation incentives, and transparency rules prevent unjustified price inflation.



22. Does cost-plus pricing reduce hospital innovation incentives?

No. Cost-plus applies only to supply inputs, not to facility investment, staffing,
equipment upgrades, or specialty services.

23. How will Texas respond if insurers withdraw from the market?

Texas offers a stable pricing environment and retains federal rating compliance, making
insurer withdrawal unlikely.

If a carrier reduces presence, Texas can invite new entrants and coordinate temporary
coverage assignments.

24. How does the plan prevent corruption or corporate capture of the purchasing
authority?

Protections include transparent contracting, competitive bidding, rotating audits,
conflict-of-interest bans, whistleblower protections, and multi-vendor procurement
structures.

25. What if major hospital systems coordinate a refusal to join?

Texas can apply market pressure through insurer steering, public reporting, emergency

resource priority, and referral to antitrust authorities if coordinated refusal appears to be
collusion.

SECTION 6: ENFORCEMENT, TRANSPARENCY, AND
ACCOUNTABILITY

26. What penalties apply for violating pricing or transparency requirements?

Penalties may include fines, contract terminations, suspension from the purchasing
system, civil enforcement actions, and public disclosure.

27. How will audits be conducted without triggering lawsuits over proprietary
data?

Audits focus only on prices, billing accuracy, and contract compliance.
Texas does not require access to proprietary business strategies or clinical information.



28. What mechanisms ensure insurers pass savings to consumers?

Texas requires rate justification filings, actuarial audits, public disclosure of pricing
factors, and denial of unjustified premium increases.

29. How will procurement fraud be prevented?

Texas will require cost verification from vendors, use national benchmarks, conduct
surprise audits, rotate contracts, and enforce penalties for inflated base costs.

SECTION 7: GOVERNANCE, WORKFORCE, AND LONG-TERM
STABILITY

30. What is the governance structure of the purchasing authority?

The authority will have a small board with staggered terms, balanced appointments,
strict conflict-of-interest rules, full contract transparency, and independent audits.

31. How are board members protected from political or corporate manipulation?
Removal is allowed only for cause, requires written findings, and may require a
supermajority vote.

Terms do not align with election cycles, making political turnover less influential.

32. How many logistics and supply chain personnel will Texas need?

Texas will hire or train approximately 1,200 to 1,800 workers in the first two years,
drawn from community colleges, veterans, private logistics firms, and workforce
development programs.

33. How will Texas retain the logistics workforce long-term?

The state will offer competitive pay, career pathways, certifications, stable funding
through the cost-plus model, and advancement opportunities in planning and IT.

34. What is the plan for ongoing telehealth and logistics upgrades?

Texas will use multi-year capital plans, vendor contracts, infrastructure refresh cycles,
university partnerships, and State Guard support to keep systems modern and reliable.



35. How does this plan address workforce shortages in healthcare?

By stabilizing hospital finances, reducing burnout through telehealth support, expanding
training pipelines, and investing in rural residency programs, Texas helps retain and
attract healthcare workers.

SECTION 8: PREMIUM REDUCTION AND COST MODELING

36. How much can premiums decrease once the system is fully implemented?

Premiums are expected to stabilize during the early phases, followed by gradual
downward pressure in years three through five.

The degree of reduction depends on participation levels, but lower supply costs produce
predictable, long-term premium relief.

37. Have you modeled premium reductions at different hospital participation
levels?

Yes.

At roughly 30 percent participation, premiums stabilize.

At 60 percent participation, measurable reductions begin.

At 90 percent participation, the strongest statewide savings appear.

SECTION 9: OPERATIONAL DETAILS

38. How will supply categories be divided between the state and private
distributors?

The state will handle high-volume, standardized supplies and emergency resources.
Private distributors continue handling specialized equipment, niche products, and
maintenance services.

39. How will hospitals integrate cost-plus pricing into their billing systems?
Texas provides billing templates, integration support for major EHR vendors, training

teams for rural facilities, and automated pricing files that plug into existing billing
software.



40. What protections reduce risk during emergencies like hurricanes?

Texas maintains regional warehouses, redundant suppliers, emergency reserves, State
Guard logistics teams, mobile distribution units, and disaster-ready inventory caches.

SECTION 10: CONTINGENCY AND RESILIENCE

41. What parts of the plan continue if CMS delays Medicaid waivers?

Bulk purchasing, cost-plus distribution, transparency rules, insurer oversight, telehealth
expansion, and logistics improvements move forward without federal approval.

42. Which components would pause or be redesigned if waivers are denied?

Only reimbursement-related models tied specifically to Medicaid would require
modification. All other elements continue.

SECTION 11: MANUFACTURER RELATIONS AND CONTRACT
MANAGEMENT

43. How will Texas ensure manufacturers participate?

Manufacturers gain large, stable contracts, predictable volume, fewer intermediaries,
and access to the fastest growing state market.
Multi-year agreements secure manufacturer participation.

44. How will existing hospital supply contracts be respected?
Texas allows phased participation, category-specific adoption, or state assistance with

contract transitions when financially justified.
The system never forces hospitals to breach contracts.

SECTION 12: SYSTEM RESILIENCE AND FUTURE
ADMINISTRATIONS



45. What keeps this system stable if future leaders oppose it?

Statutory authority, independent governance, long-term contracts, strong public
reporting, fiscal benefits, and rural hospital protection make dismantling the system
politically and financially difficult.

46. How will Texas respond to distributor retaliation or lawsuits?

Texas will rely on the Market Participant Doctrine, multi-vendor redundancy, long-term

manufacturer contracts, and transparent pricing benchmarks that weaken distributor
leverage.

SECTION 13: INSURANCE MARKET CONTINGENCY

47. What happens if insurers withdraw in reaction to the unified risk standard?
Texas remains aligned with federal rules and stabilizes hospital costs, which reduces
insurer risk.

If a carrier withdraws, Texas can attract replacements with predictable pricing and
coordinate temporary coverage solutions.

48. What ensures insurers pass cost savings to consumers rather than keeping
them?

Premium justification filings, actuarial audits, rate denial authority, and public reporting
ensure savings flow to families and employers.

SECTION 14: FRAUD, OVERSIGHT, AND DATA MANAGEMENT

49. How will fraud in cost reporting or base-cost inflation be prevented?

Texas uses independent verification, benchmarking, random audits, vendor rotation,
competitive bidding, and penalties for misrepresentation.

50. How will IT-limited hospitals participate without added burden?

Texas provides simple reporting dashboards, free onboarding support, rural facility
training, and EHR integration tools that simplify rather than expand administrative work.



51. How will audits avoid conflict with proprietary hospital data?

Audits are limited to pricing compliance and billing accuracy.
Texas does not require access to protected financial strategies or clinical data.

SECTION 15: PARTICIPATION INCENTIVES AND SYSTEM
GROWTH

52. What incentives encourage hospital participation?

Hospitals gain lower supply costs, access to emergency reserves, telehealth integration,
reduced financial volatility, technical support, and insurer network advantages.

53. What countermeasures exist if major systems coordinate refusal?

Texas can apply competitive pressure, insurer steering, public transparency reporting,
emergency access priorities, and, if necessary, referral for antitrust review.



