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INTRODUCTION

The once-common independent physician is increasingly rare. Consolidation driven by large hospital
systems, insurance conglomerates, and private equity has systematically squeezed out the small
practices that until very recently formed the backbone of American health care. The results are higher
costs and worsened access for patients, while doctors are burning out under corporate medicine’s
thumb.

Washington has had every opportunity to reverse the decline of the independent physician practice.
Instead, it accelerated it. In 2025, the One Big Beautiful Bill Act delivered the killing blow to untold
numbers of physician practices that were on the precipice, cutting crucial Medicare and Medicaid
funding!

Independent physicians desperately need access to affordable capital to keep their practices afloat. But
the loss of community banks to consolidation has made that difficult to obtain — even as health care
conglomerates are increasingly operating as their own banks, offering predatory and unsustainable
loans and vacuuming up the practices that are unable to stay afloat.?

Independent practices are better for patients and providers, and they serve as a bastion of lower-cost,
higher-quality care, especially compared to monopolized Big Medicine. Independent practices should
be allowed to flourish.

To achieve this, Congress must pursue two broad and related goals: making it easier for independent
practices to access affordable capital, and righting the policies that favor corporate medicine and
leave independent practices financially worse off. This includes increasing access to community banks
and favorable loan terms, structurally separating vertically consolidated health care conglomerates
that use their increased negotiating power to demand higher rates, and standardizing health care
reimbursement rates while capping price growth.

WHAT HAPPENED?

The costs of running an independent medical business have risen steadily as administrative and
technological costs have grown. At the same time, these businesses have come under increased
pressure as their diminishing negotiating power results in lower reimbursement rates. Medical school
student loans have exploded in size, with average debt increasing 1,505% between 1978 and 2025; the
average medical school graduate in 2025 owed nearly $250,000.° Practically speaking, this means many
newer doctors are unable or unwilling to take on additional loans to purchase or maintain practices.
Over the same period, the community banks that were traditionally more likely to extend favorable
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capital terms to small business owners were acquired by corporate banks, reducing the availability of
affordable capital.*

Amid these national trends, independent physicians have weathered a series of shocks, including the
Covid-19 pandemic and the 2024 Change Healthcare hack. The latter caused a severe cash-flow crisis
for physicians using Change, the nation’s largest claims processor, as they were unable to access the
service for weeks.” UnitedHealth Group, the owner of Change, offered emergency loans to providers®
— only to unexpectedly demand repayment less than a year later.” These unfavorable loan terms were
enabled by UHG’s use of an industrial loan company (ILC) to offer financial products outside the
typical regulatory oversight applied to banks.® With physicians’ offices struggling to stay afloat under
these unfair conditions, UnitedHealth Group, private equity firms, and other conglomerates began
purchasing assets at fire-sale prices.’

As aresult of all this, the number of independent physician practices has plummeted. In the early
1980s, more than three-fourths of physicians were practice owners.'° In 2024, only a little over a third of
all physicians were.!! In 2024, fewer than 50% of all family medicine physicians owned an independent
practice, and just over a third of internal medicine physicians and pediatricians did.”” Rural areas have
also suffered as practices have been forced to consolidate or close due to revenue shortfalls; between
2019 and 2024, more than 40% of independent practices in rural areas either closed or were acquired
by larger players.?

This matters to both our personal health and the greater economy. Independent practices boost
patients’ access to low-cost, high-quality care while supporting local economies. They spend more
time on patient care than hospital-owned practices and have lower rates of preventable hospital
admissions and readmissions, resulting in lower total costs to the overall health care system, even as
they keep their patients healthier.* Independent practices also provide more affordable care; one study
found that health systems cost patients and payors 12-26% more than independent providers.”
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On the labor side, research shows that independent practices improve the quality of care without
increasing physician burnout.!® Independent physicians and those who work for physician-owned
practices also report being happier with their work.”

POLICY RECOMMENDATIONS

»

»

»

»

»

Congress should standardize health care reimbursement rates according to geographic
region and cap price growth according to inflation. Under the current system, consolidated
health systems and large physician groups have more negotiating power than independent
practices, winning them higher reimbursement rates. This is a major driver of physician
consolidation.’® Standardizing rates would remove the financial benefit of consolidation while
helping keep prices at a sustainable level.

Congress and the Centers for Medicare and Medicaid Services should implement site-
neutral payment policies. Currently, procedures and services provided on the grounds of a
health system are reimbursed at a higher rate, even for low-acuity care that did not require a
hospital setting.” Site-neutral payment policies would keep prices standard across the site of care.
This will remove another financial incentive that drives consolidation by health systems.

Congress should structurally separate vertically consolidated health care conglomerates.
Increasingly large health care conglomerates — for example, UnitedHealth Group, which operates
as a payor while employing physicians and owning a payments processor — should be broken up,
as outlined in the Break Up Big Medicine Act.?’ This will even the playing field, making it easier for
independent practices to thrive.

Bank regulators should revive bank merger enforcement. Community banks are a critical
factor in keeping small businesses afloat, including independent physician practices. The current
bank merger enforcement regime does not take adequate account of the harms to small businesses
associated with excessive bank consolidation.

Congress should pass legislation closing the industrial loan company loophole. Under the
Bank Company Holding Act, industrial loan companies (ILCs) are excluded from the definition
of a bank, reducing oversight of a financial instrument that large conglomerates are increasingly
using to offer unfavorable financial products,” including UnitedHealth Group’s loans to physician
practices following the Change Healthcare hack.
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CONCLUSION

Decades of policies incentivizing consolidation have made it all too difficult to be an independent
doctor, and job satisfaction has plummeted accordingly. The cost of capital exacerbates these issues
by making it nearly impossible financially to set up, build, and sustain an independent practice. The
cost of capital must be reduced — by structurally separating vertically consolidated health care
conglomerates and mega-banks, encouraging the existence of community banks, and capping health
care prices to ensure independent physicians can compete on a level playing field.
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