
INTRODUCTION

In late 2019, the federal government 
finalized rules requiring hospitals to make 
public a list of their standard charges for the 
items and services they provide (Centers for 
Medicare & Medicaid Services 2020). This list 
must include the cash prices, as well as the 
minimum and maximum rates the hospital 
has negotiated with insurers. The Centers 
for Medicare & Medicaid Services (CMS) 
issued these rules, citing multiple studies 
concluding that a lack of price transparency 
is an important reason for rising health  
care costs. The announcement states,  

“We believe there is a direct connection 
between transparency in hospital standard 
charge information and having more 
affordable health care and lower health 
care coverage costs. We believe health care 
markets could work more efficiently and 
provide consumers with higher-value health 
care if we promote policies that encourage 
choice and competition.” Fewer than 20% 
of 100 randomly sampled hospitals were in 
full compliance with the new regulations 
in March 2021 (Gondi, Beckman, and Ofoje 
2021). As of June 2021, 55% of the general 
acute care hospitals that treat Medicare 
patients had not met CMS requirements 
involving the reporting of commercial 
negotiated prices (Jiang et al. 2021). 
 This report examines Texas hospitals’ 
compliance with the CMS hospital price 
transparency regulations as of January 2022. 

Texas is of particular interest because its 
state legislature passed additional measures 
intended to increase hospitals’ financial 
penalty for noncompliance.  The state 
comprises 8.9% of the U.S. population—the 
second-largest in the country—and has 
9.4% of the nation’s hospitals (“Number of 
Hospitals in the U.S. by State as of 2020*” 
n.d.; United States Census Bureau 2021b). 

FEDERAL LEGISLATION

Implemented through an executive order 
under the Trump administration and 
supported by the Biden administration, price 
transparency efforts have emerged as part 
of a bipartisan effort to reduce rising health 
care costs (CMS 2019). As of January 1, 2021, 
the federal government has required every 
hospital to provide a public list of standard 
charges for each of its locations that 
includes the following information for every 
service or good provided:

1. Description of item/service (with an 
identification code including but not 
limited to a CPT, HCPCS, DRG, or NRC code)

2.  Gross charge
3.  De-identified minimum negotiated 

charge
4.  De-identified maximum negotiated 

charge
5.  Discounted cash price
6.  Any payer-specific charges (with the 

third party named)

A hospital with over 
$100 million in revenues 
during the previous 
year would be required 
to pay only $365,000 in 
fines instead of the $65 
million intended by the 
state legislators who 
authored the bill.
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The list must be provided in a single-file, 
machine-readable format named in the 
following manner: <ein>_<facility-name>_
standardcharges.[json|xml|csv]. Each list 
must be displayed in a prominent location 
on the hospital’s website home page (or 
accessible through a designated web page 
clearly linked on the home page), be free 
to access, and not require any identifying 
information or an account registration.
 All hospitals are also required to 
provide a list of shoppable services that 
includes all of the information outlined 
above in a consumer-friendly manner. 
Each list must include a minimum of 300 
shoppable services (including as many of 
the 70 services identified as shoppable by 
the CMS that the hospital provides), with an 
exception for hospitals that provide fewer 
than 300 shoppable services and thus 
must furnish the necessary information 
for as many services as available. In place 
of a list, hospitals may also provide a price 
estimation tool that supplies the necessary 
information for the shoppable services 
offered, as long as the tool is free and does 
not require the user to create an account.
 Hospitals not in compliance with 
the price transparency requirements are 
required to submit a corrective action plan 
for approval. Once the plan is approved, 
the hospital is required to immediately act 
on the corrective plan. CMS’ initial rules 
stated that failure to submit a corrective 
action plan or act in accordance with an 
approved plan could result in a maximum 
fine of $300 per day, totaling $109,500 
yearly. The average net patient revenue 
for U.S. hospitals was estimated to be 
$334.5 million in 2018 (“Revenue Trends 
at U.S. Hospitals” n.d.), and hospital 
margins (payments minus costs, divided by 
payments) were 6.3% in 2020 (Binkowski 
et al. 2021). Therefore, many larger 
hospitals in the U.S. would find a $109,500 
penalty to be inconsequential.
 Recognizing the inadequacy of the 
penalty for nonreporting, CMS issued 
another final rule, effective January 2022, 
linking the size of the penalty to hospitals’ 
bed size. The updated rule assesses a 
penalty of $10 per bed per day for hospitals 
with a bed count greater than 30, not to 

exceed a maximum daily dollar amount of 
$5,500. Thus, the new maximum penalty 
amount for noncompliance by a hospital 
with 550 or more beds for an entire year is 
$2,007,500 (CMS 2021).

TEXAS STATE LEGISLATION

To supplement the federal law, which 
came into effect on January 1, 2021, the 
Texas state legislature passed further 
measures to increase the penalty, as of 
September 1, 2021, on a graduated scale 
through S.B. 1137 (87th Texas Legislature 
2021). The legislation includes a clause that 
states, “Each day a violation continues 
is considered a separate violation.” For 
example, by day three, a hospital that 
reported gross revenue exceeding $100 
million in the preceding year would owe 
$1,000 for the first day of non-reporting, 
$2,000 for the second day, and $3,000 for 
the third day, totaling $6,000. Therefore, 
the daily penalty is meant to compound 
rapidly. Following the language of the 
legislation, the corresponding penalties for 
noncompliance are estimated in Table 1.
 While S.B. 1137 took effect September 
2021, the Texas Health and Human Services 
Commission did not issue guidance 
interpreting the law until February 3, 2022 
(Texas Health and Human Services 2022). 
The commission’s guidance disregarded 
the clause in S.B. 1137 stating that each 
day of compliance should be considered a 
new violation. Therefore, a hospital with 
over $100 million in revenues during the 
previous year would be required to pay only 
$365,000 in fines instead of the $65 million 
intended by the state legislators who 
authored the bill.

METHODS

We consulted the Texas Hospital Association 
(THA) website to construct a list of 
short-term acute care hospitals (Texas 
Hospital Association 2022). Behavioral 
health and long-term care hospitals were 
excluded from the list based on descriptive 
information in hospital names (e.g. 
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In total, the Texas 
hospital price 
compliance rate is 
45.3%, meaning that 
less than half of the 
hospitals are complying.
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“rehabilitative hospital”) and information 
posted on hospitals’ individual websites. 
We utilized each hospital’s website to 
locate its price transparency publications 
and evaluate it using three shoppable 
services: MRI Brain CPT 70553, Ultrasound 
Abdomen 76700, and Basic Metabolic Panel 
CPT 80048. We chose these three services 
because they are frequently used, they are 
prescribed for different patient populations, 
and nearly every general hospital offers 
them. We assumed that if the hospital 
followed the regulations for these three 
services, it likely complied with the bill. 
 To find the machine-readable prices 
for each hospital, we started with the 
direct web page linked from the home 
page of its website. Typically, the subpage 
with the pricing transparency document 
resided either as a link on the top of the 
home page or existed as a subcategory 
on the page with information for patients 
and visitors. If the pricing information 
was unclear or difficult to find, we then 
searched the hospital name and “price 
transparency” or “standard charges” to find 
the necessary files. If a link to a designated 
machine-readable file did not yield the 
correct information or was an empty file, 
we assumed that the information was not 
published elsewhere on the website. Since 
the federal law permits a price estimator 
tool in place of a list of shoppable services, 
we exclusively checked the three services 
within the standard charges file, which does 
require all of the necessary information.
 In Figure 1, we first located and clicked 
on the file. Then, we checked the file for 
the de-identified minimum and maximum 
negotiated charges, the cash prices, and the 
gross prices for the three shoppable services. 

FIGURE 1 —EXAMPLE OF WHERE TO FIND MACHINE-READABLE PRICE 
DATA ON A HOSPITAL HOME PAGE

FIGURE 2 — EXAMPLE OF SUBPAGE THAT LINKS TO PRICE DATA FOR 
INDIVIDUAL HOSPITALS THAT BELONG TO A HEALTH CARE SYSTEM

TABLE 1 — ESTIMATED FINES FOR TEXAS HOSPITALS NOT POSTING PRICES IN ACCORDANCE WITH S.B. 1137

Total Gross 
Revenue (millions)

Total Fine after  
One Day

Total Fine after  
30 Days

Total Fine after 90 
Days

Total Fine after 180 
Days

Total Fine after 360 
Days

$< 10 $10 $4,650 $40,950 $162,900 $649,800

$10–100 $100 $46,500 $409,500 $1,629,000 $6,498,000

$100 < $1,000 $465,000 $4,095,000 $16,290,000 $64,980,000

SOURCE  Authors’ calculations.

SOURCE  https://www.stlukeshealth.org. 

SOURCE  https://www.stlukeshealth.org/patients-visitors/price-transparency.

https://www.stlukeshealth.org
https://www.stlukeshealth.org/patients-visitors/price-transparency
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RESULTS 

The link below provides a list of Texas 
short-term acute care hospitals and their 
compliance with the CMS requirements 
to post the different types of prices for 
shoppable services (yes/no) and provide 
price data in a machine-readable format 
(yes/no):

https://rice.box.com/v/
DataTXHospPriceTransparency 

If any of the information was not present, 
the hospital was marked “No” under the 
shoppable services column. The second 
column, “Machine-readable,” is only 
noteworthy for the hospitals that published 
their standard charges but did not do so in 
a machine-readable format, resulting in a 
different search-interface that makes data 
discovery difficult and violates the federal 
law. In these instances, the “Shoppable 
Service” column was marked “Yes” and the 

“Machine-readable” column was marked 
“No.” If the hospital did not publish sufficient 
information on standard charges, but did 
post the information in a machine-readable 
file, the “Machine-readable” column was 
marked “N/A."
 While verifying compliance for each 
hospital, we found that hospitals that made 
their price transparency documents harder 
to find were more likely to be noncompliant 

We aimed to gain a sense of whether 
the federal and Texas penalties for 
noncompliance pose a significant financial 
burden on the state’s largest health 
care systems. For five large systems, we 
estimated the federal penalty that would 
be levied for noncompliance for an entire 
year using their reported hospital bed 
count in 2019. We then compared the 
magnitude of these fines to the hospitals’ 
operating profits as reported in their 2019 
Medicare cost reports using a methodology 
developed by the National Academy for 
State Health Policy (National Academy for 
State Health Policy 2021).
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FIGURE 3 — EXAMPLE OF PRICE DATA IN A MACHINE-READABLE FILE FOR A HOSPITAL

FIGURE 4 —PERCENTAGE OF TEXAS HOSPITALS COMPLYING WITH 
CMS PRICE TRANSPARENCY RULES

 

SOURCE  Authors’ calculations. 

https://rice.box.com/v/DataTXHospPriceTransparency
https://rice.box.com/v/DataTXHospPriceTransparency
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(i.e., only reporting the cash prices and not 
the de-identified minimum or maximum 
negotiated prices with insurers). Many of 
the hospitals in full compliance had links 
to their prices that were plain and easy to 
find on their home pages. At some hospital 
websites, the link to a price transparency 
document did not work and simply 
reloaded the page.
 In total, the Texas hospital price 
compliance rate is 45.3%, meaning that less 
than half of the hospitals are complying. 
 Using the list at https://dexur.com/usa/
state-tx/, we identified price transparency 
compliance among the top 10 hospitals in 
Texas, ranked by their annual number of 
Medicare inpatient discharges. Only 40% of 
Texas’ largest hospitals were in compliance.
 In Figure 6, we calculated the 
percentage of complying hospitals by 
metropolitan statistical area (MSA). We 
selected the six largest MSAs in Texas, 
which comprise 72.9% of the state’s 
population (United States Census Bureau 
2021a). Hospitals in the remaining cities 
were counted in the category “other areas.” 
We assigned hospitals to MSAs by matching 
the county reported on the THA website 
to the Quarterly Census of Employment 
and Wages County-MSA pairing reported 
by the U.S. Bureau of Labor Statistics 
(U.S. Bureau of Labor Statistics n.d.). For 
hospitals missing county information on 
the THA website, the city listed on the THA 
website was matched to the corresponding 
county using Simplemaps’ United States 
Cities Database prior to MSA assignment 
(Simplemaps 2021). 
 Based on our calculations, the McAllen-
Edinberg-Mission MSA had the highest rate 
of compliance (88%), while the Houston-
The Woodlands-Sugar Land MSA had the 
lowest compliance rate (16%). However, 
the high compliance rate in the McAllen 
MSA may be attributed to the relatively 
low number of hospitals in that area. The 
Houston MSA’s relatively low compliance 
percentage is heavily influenced by three 
large health care systems that have skirted 
the price transparency requirements. These 
noncompliant systems each have multiple 
facilities that did not post their prices.  
Out of the larger, well-known cities, the 

San Antonio-New Braunfels and Austin-
Round Rock MSAs performed relatively 
better than the Houston and Dallas MSAs, 
with compliance rates of 48% and 65%, 
respectively. We observed that smaller 
hospitals in rural areas were more likely  
to comply than larger hospitals, which is 
why the compliance rate for “Other” is 
relatively high. 

FIGURE 6 — PERCENTAGE OF HOSPITALS COMPLYING WITH CMS 
PRICE TRANSPARENCY RULES BY METROPOLITAN STATISTICAL AREA

100%

0

1. Austin-Round Rock, TX

2. Dallas-Forth Worth-Arlington, TX

3. El Paso, TX

4. Houston-The Woodlands-Sugar Land, TX

5. McAllen-Edinburg-Mission, TX

6. San Antonio-New Braunfels, TX

7. Other
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FIGURE 5 — COMPLIANCE WITH CMS PRICE TRANSPARENCY RULES 
AMONGST TEXAS’ 10 LARGEST HOSPITALS

SOURCE  https://dexur.com/usa/state-tx/ and authors’ calculations.

SOURCE  U.S. Bureau of Labor Statistics n.d., Simplemaps 2021, and authors’ calculations.

https://dexur.com/usa/state-tx/
https://dexur.com/usa/state-tx/
https://dexur.com/usa/state-tx/
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CONCLUSION

When CMS issued its price transparency 
rules, it cited multiple studies supporting 
the benefits of requiring hospitals to report 
more comprehensive price information 
(Scheurer 2013; Bees 2019; Wetzell 2014; 
Robert Wood Johnson Foundation 2016; 
Boynton and Robinson 2015). Increasing 
numbers of insurees have high-deductible 
health insurance plans and are eager to 
choose lower-cost providers, because the 
consumer must cover 100% of costs out-
of-pocket below the deductible. Improved 
transparency can also directly benefit 
employers, who need this information to 
make informed choices between health 
plans, providers, and treatments. For 
example, employers need price transparency 
in order to implement reference-pricing 
strategies that encourage their insured 
workers to use high-volume, lower-cost 
hospitals and surgeons that provide good 
treatment outcomes.
 As our research shows, as of January 
2022, only 45% of Texas hospitals were 
compliant with federal and state price 
transparency legislation. This compliance 
rate is equal to the rate reported for all 
U.S. hospitals back in June 2021 (Jiang et 
al. 2021). A December 2021 Wall Street 
Journal article reported that CMS had issued 
335 warnings to hospitals for violations of 
the price transparency rules, but no fines 
have been issued yet (Evans, Mathews, 
and McGinty 2021). The article mentioned 

 We examined five large health care 
systems in Texas and found that two were 
posting their prices, while three were 
not (see Table 2). The estimated fine for 
noncompliance for an entire year relative 
to profits is relatively high for Baylor Scott 
& White Health (9.8%), which does post 
its prices. Christus Health had also posted 
its prices as of January 2021, despite initial 
resistance as reported by the Wall Street 
Journal (Evans, Mathews, and McGinty 
2021). This system posted negative profits, 
so a fine would have caused additional 
damage to its financial standing. In 
contrast, Houston Methodist and Memorial 
Hermann do not post their prices, and 
the federal fines appear small relative 
to their profits in 2019 (1.3% and 2.7% 
respectively). The fine as a share of profits 
for Catholic Health Initiatives (-10.4%) 
suggests that this system should feel 
compelled to comply with the regulations, 
but it has not done so yet.

Until S.B. 1137 is 
implemented as 
intended, Texans will 
lack the tools they need 
to shop for reasonably 
priced, effective 
hospital care.

TABLE 2 — ESTIMATED FINE FOR SELECT HEALTH CARE SYSTEMS BASED ON HOSPITAL BED COUNT AND 
OPERATING PROFITS IN 2019 FOR NONCOMPLIANCE WITH CMS PRICE TRANSPARENCY REGULATIONS*

Estimated Fine Operating Profits Fine as Percentage of 
Profits In Compliance

Baylor Scott & White Health $12.0m $123.1m 9.8% Yes

Christus Health $9.5m -$490.0m -1.9% Yes

Catholic Health Initiatives $4.2m -$40.4m -10.4% No

Houston Methodist $7.3m $542.4m 1.3% No

Memorial Hermann $7.9m $286.1m 2.7% No

SOURCE  National Academy for State Health Policy 2021 and authors’ calculations. 
NOTE  *Estimated fine for not reporting for 365 days.
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that early in 2021, Texas-based Christus 
Health said on its website that it did not 
plan to comply with the rules, because its 
comprehensive list of prices would “only be 
useful for [its] competitors.” Five Christus 
hospitals received warning letters from 
CMS, and we determined that all Christus 
hospitals are now posting their prices. 
Even so, our estimates of the size of the 
federal fines relative to annual profits for 
two of Texas’ largest health care systems 
are relatively small. For these systems, 
only the magnitude of the fines approved 
by the state legislature—the only penalty 
mechanism discussed by the CMS—would be 
sufficient to achieve compliance. 
 U.S. health care costs have risen faster 
than gross domestic product for decades, 
and they will continue to do so after the 
pandemic ends. Rising hospital prices are 
one of the major reasons underlying this 
cost growth (Cooper et al. 2019). Research 
has documented the link between hospital 
mergers and acquisitions and higher prices 
(Dafny 2018), and suggests that large health 
care systems are a prime contributor to cost 
growth. Texas state legislators were correct 
to craft legislation that would impose 
extraordinary penalties on the largest health 
care systems for failing to make their prices 
transparent to consumers, employers, and 
policymakers. Until S.B. 1137 is implemented 
as intended, Texans will lack the tools they 
need to shop for reasonably priced, effective 
hospital care.
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