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A Traditional View of the U.S. Healthcare Delivery System 
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But really, we have a U.S. health system that is 
fragmented, expensive, complex, labor intense, capital 
intense, and highly regulated 
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Why Health Reform? Three big challenges—Access, Cost, 
and Quality 

The US spends significantly more 
per capita on health care than 
other industrialized nations 

 

Access Cost Quality 

Uninsured in the U.S., 1990-2010 
(in millions) 

Health care spending per capita, 
2010, Comparison of OECD countries 

The number of Americans without 
health insurance coverage is high 
and climbing higher 

Despite higher US spending, our 
nation lags behind benchmark 
countries in measures of health care 
outcomes 

Sources: OECD; CMS, 2012 

OECD 
Average 

United 
States 

Health care 
expenditure % of GDP 9.5% 17.6% 

Average life 
expectancy at birth 79.8 78.7 

Public financing % of 
health care 72.2% 48.2% 

Prevalence of obesity  22.2% 35.9% 

Birth by Caesarean 
section, per 1,000 261 329 
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of the U.S. gross 
domestic product  

17.6%  

of household 
discretionary 

spending 

19%  

23%  

of the federal 
budget 

of the average 
state budget 

Health expenditures are the 
elephant in the room 

Source: “Deloitte Heath Care Reform: Center Stage 2012” 

26%  

But the big issue is costs 

4 
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Healthcare cost —Increasing 3 fold per capita while Median Wage and 
CPI not quite doubled 

Sources: U.S. Census Bureau, Income, Poverty, and Health Insurance Coverage in the U.S. 1990–2010; CMS, NHE Tables 2010; Bureau of Labor Statistics, 
Consumer Price Index 1913–2012. 
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Today’s operating models may no longer be up to the 
task of financing and delivering the most effective and 
efficient health care as required by health care reform 

Silo-based 
health care 

Wrong 
incentives 

Patient 
connection 

Data   
disconnect 

Sector-specific 
solutions 
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System discontent 

Sources: Deloitte Center for Health Solutions, Health Care Reform: Center Stage 2012;  2012 Deloitte Survey of U.S. Employers; Deloitte 2012 Survey of U.S. 
Health Care Consumers; Deloitte 2011 Physician Perspectives about Health Care Reform and the Future of the Medical Profession  
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Reduced private insurance coverage, increased spending for hospitals 
and providers 
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Source: CMS, National Healthcare Expenditures Data, updated 2/12/2013 

$0

$500

$1,000

$1,500

$2,000

$2,500

2000 2005 2009 2010 2011

Hospital care

Provider services

Home health care

Nursing care

Drugs, medical equipment

Net cost of health insurance

Other

0

50

100

150

200

250

300

350

400

2000 2005 2009 2010 2011

Private health insurance

Medicare

Medicaid and CHIP

Other public

Uninsured



Copyright © 2013 Deloitte Development LLC. All rights reserved. 

Legislative changes driving the need for convergence 

State-based reforms New Clinical Coding Standards (ICD-10) 

Consolidated Omnibus Budget 
Reconciliation Act (COBRA) Expansion 

Health and Education 
Reconciliation Act of 2010 

American Recovery and Reinvestment 
Act (ARRA) 

CORE Standards Development 

Health Insurance Portability and 
Accountability Act  

(HIPAA) Privacy and Security 

2010 Patient Protection and  
Affordable Care Act  

Children’s Health Insurance Program 
Reauthorization Act (CHIPRA) 

Health Information Technology for 
Economic and Clinical Health (HITECH) 

Source: Patient Protection and Affordable Care Act (P.L. 111-148) 

Convergence within sectors, across sectors and into new industries is transforming the 
health care industry  
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Key Trends Consolidation Implications 

Expanding and strengthening physician, post-
acute, and ancillary network for a more 

comprehensive integrated care delivery system 

Evaluating acute care hospital partnerships to 
strengthen bargaining power 

Cost Containment 
Controlling the cost structure to improve the 

organization’s financial position and increasing 
the access to capital 

Large capital expenditure needs for 
improvements in quality and safety of care and 

compliance to new regulations with all affiliations 

Enhancing the organization’s current service 
offerings and improving access to care 

Key health care trends and consolidation implications 

Accountable Care  

IT Requirements  

Provider Network Expansion 

New Patient Paradigm  

Current changes in the healthcare landscape, beyond normal reimbursement pressures, 
pose significant challenges for health care providers; several of these challenges have 
implications that are causing increased consolidation. 
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Three channels for integration delivery system growth 

Organic 
Growth 

Strategic 
Acquisitions 

Leveraged 
Growth 

Improving market 
position and 

penetration of 
existing lines of 

business 

Targeted M&A 
focused on priority 

markets & 
continuum 

development 

Positioning as an 
environment where 

others ‘plug/play’ and 
hold financial 

/operational risk for 
growth 

5% growth @               
10% margin 

30% growth @           
3.5% margin  

2% growth @               
20% margin 

Balanced, Aligned & Integrated to Create Synergistic Results 

Core New Adjacent 

For a health system to achieve transformational growth, it will have to both expand the 
footprint of its core services and seek new partners 
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Health care convergence is on the rise 
Given market needs and disruption taking place with reform, the level of mergers and 
acquisitions, affiliations, alliances, and joint ventures continues to escalate 

1,063  deals 
completed in 

2012 

Source: Irving Levin M&A data for LSHC 
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Many of these transactions are done not just to build 
scale or grow market share 

New technologies 

New solutions 

New approaches 



Industry response 
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Vertical and horizontal growth and integration 

Payers/ 
Employers 

Post-Acute 
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Most physicians foresee increased convergence of 
physicians into larger organizations 

Source: Deloitte Survey of U.S. Physicians, 2013 

66% of all physicians 

Percent responding very likely/likely that physicians and 
hospitals will become more integrated in the next 1-3 years 

Primary care 
providers 

Surgical 
specialists 

Non-surgical 
specialists 

Other 
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Physicians ranked top reasons to consolidate 

Most Important (Rated 1) Total PCP Surgical 
Specialist

Non-
Surgical 

Specialist
Other

Gain or retain income security 29% 25% 33% 29% 26%

Leverage negotiation power with payers 21% 19% 26% 19% 20%

Take advantage of organizational infrastructure 8% 12% 1% 13% 4%

Opportunities to practice with greater efficiency 8% 5% 10% 5% 16%

Achieve or retain work-life balance 7% 11% 11% 3% 5%

Opportunity to work in more collaborative teams 7% 3% 6% 10% 3%

Opportunities for improved service delivery models 6% 6% 2% 8% 13%

Align with an organization that I can trust will treat me like a 
partner 5% 7% 6% 5% 2%

Retain or achieve professional autonomy 4% 5% 4% 3% 5%

Align with an organization with a good reputation 3% 2% 2% 4% 2%

Take advantage of health information technologies 1% 4% 0% 0% 6%

Source: Deloitte Center for Health Solutions 2013 Survey of U.S. Physicians 

N = 192 physicians who consolidated 
with another practice/larger organization  
or considered doing so in the past 1-2 
years 
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Hospitals buying doctors 

Medical group acquisitions by 
acquirer:  Number of Transactions 
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Source: The Health Care Services Acquisition Report, Nineteenth Edition, 
Irving Levin Associates, Inc. March 2013 
Note: Only includes deals > $1M. Other acquirers include medical groups, 
health plans, etc. 

Medical group acquisitions by top specialties, 2011 
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Source: The Health Care Services Acquisition Report, Eighteenth Edition, 
Irving Levin Associates, Inc. March 2012 
Note: Only includes deals > $1M. Acquisitions are by all acquirers. All 
specialties/deals are not listed. 

Medical group acquisition deals by hospitals/IDS grew 139% from 2010-2011. Hospitals/IDS 
represented 51% of medical group acquirers in 2012.  
 
Hospitals/ IDS focused their medical group acquisitions on the following: 
• Cardiology:  financially attractive 
• Hospitalist/ internal medicine:  ACO/ integrated care model building blocks 
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Hospital convergence 
Acute sector convergence is likely to accelerate as hospitals seek sustainability 

The acute sector is under stress 

Increased margin pressures 

Increased regulatory compliance costs 

Increased responsibility for public transparency 

Increased operational integration 

Payment reforms 

Increased implementation of clinical improvements 
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Health plan convergence: fewer players with wider reach 

The insurance industry is heavily regulated and capital intense; the margins in its core 
business—managing health—are thin 

Drivers of the 
increased “urge 

to merge” 
Increased 
costs of 

operations 

Downward 
pressure on 
premiums 

Local 
brands vs. 

national 

In 2011, 20 
managed 
care M&A 

transactions 
took place, 

totaling 
nearly $8 

billion 

Source: Deloitte Center for Health Solutions, “The future of health care insurance: What’s ahead?” 2013 

The impact for HIX adoption is still unknown 
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Health plan consolidation 
 

 
 

Recent uptick in activity with increase anticipated. 

Source: Deloitte Center for Health Solutions, “Unlocking Value in Health Plan M&A?” 2012 
* Data taken from a 6 month period, annualized 
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CVS 
45% 

Walgreens 
26% 

Walmart 
9% 

Kroger 
7% 

Target 
4% 

All Others 
9% 

Retail Clinic Market Share 

Retail clinics are making a real impact 
Shifting patients away from hospital emergency rooms and into retail-based and urgent 
care walk-in clinics can significantly lower healthcare costs and improve access to care. 
Providers are able to extend their reach in the community through retail clinics with flexible 
hours, locations, services to flex around the needs of the patient.  

Source: Insurers turn to retail, urgent care clinics to keep members out of 
emergency rooms, DrugStoreNews.com, March 2013 

Health plans view retail clinics as a powerful tool to reducing costs incurred through expensive ER visits  



Unique challenges for AMCs 
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Unique Issues for Academic Medical Centers (AMCs) 

Education 

Research 

Clinical 

• Meeting changing needs for health care workforce 
• Shortage of primary care physicians 

• Demand for NPs, Nurses, Allied Health Professionals 
• Redesigning the curriculum for new practice needs 
• Team-based care, population health, accountable care 

• Declining government funding for education 

• Flat federal funding, and risk of budget cuts 
• Evolution in NIH priorities and policies 

• Need for new research in care delivery science 

• Increasing pressure for cost reduction 
• AMCs often highest cost 

• Shift in operating model to at-risk care delivery 
• Health reform makes payor mix more challenging 
• Increased Medicaid coverage, Medicare rate cuts, etc. 

Source: insert source information here 

The implications of health reform for academic medical centers (AMCs) include those of 
acute hospitals plus challenges related to increased competition for federal research 
funds, and a greater dependence on private sector research investments. 
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Research/Funding 

 Diversify Funding Sources 
– Expand technology transfer and 

industry relationships 
– Leverage opportunities at local 

government level\ 
• Re-evaluate research portfolio against 

strategic priorities  

 Strengthen Governance Structures 
– Establish transparency and 

accountability within the research 
operations 

AMC Opportunities in the New Paradigm 
Clinical 

 Developing new relationships/alliances 
 Building new capabilities around 

population health management and at-
risk contracting 

 Driving top-line growth of AHC clinical 
operations 

 Improving clinical operations to save 
money, improve outcomes, and deliver 
better patient experience 

– Leverage EBM/clinical decision 
support,  lean methods, and IT-
enabled care  

Enterprise-Wide Cost Reduction 

 Adapting cross-disciplinary, inclusive 
strategic planning and budgeting 
processes 

 Upgrading strategic and operational 
analytics capabilities to support strategy 
and execution 

 Re-design traditional roles across the 
missions 

 Explore diversified business models 

Education 
 Expanding online programs 
 Creating new educational curriculum  
 Broadening enrollment 

-- Professionals within community 
hospitals 
--  Leadership training to address 
organizational, regulatory, and 
cultural changes 

• Re-think  traditional organizational and 
individual role structures 
--Teaching centers of excellence, 

dedicated teaching roles 



Future impact on the industry 
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Changing the paradigm: the possibilities of 
innovation through convergence 

Innovation 
through 

convergence 

Growth in the use of 
health information 

technologies 

Patient care moving 
to the internet 

24-hour 7-day a 
week health care 

system  

Reducing costs Increasing  
access 

Better care 
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This presentation contains general information only and Deloitte is not, by means of this 
presentation, rendering accounting, business, financial, investment, legal, tax, or other 
professional advice or services. This presentation is not a substitute for such professional advice 
or services, nor should it be used as a basis for any decision or action that may affect your 
business. Before making any decision or taking any action that may affect your business, you 
should consult a qualified professional advisor. Deloitte shall not be responsible for any loss 
sustained by any person who relies on this presentation. 
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