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Health System Consulting

Healthcare Delivery Consolidation

Scott Cox and Catherine O’Neill

How Consolidation in the Healthcare Industry is Affecting Cost, Quality and 
Employer-Sponsored Healthcare
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Physician and hospital consolidation is widespread…
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2015 Avalere analysis of SK&A hospital/health system ownership of physician practice 

locations data with Medicare 5% Standard Analytic Files.  
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…Leading to a dramatic increase in new models, such as Accountable Care Organizations  

 As of end of January 2016, 838 active Accountable Care Organizations (ACOs) were identified across the country with 

service areas in all 50 states and the District of Columbia.

 It is estimated that in 2016, 28.3 million people were covered by an accountable care arrangement.

20
© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.

Source: http://healthaffairs.org/blog/2015/03/31/growth-and-dispersion-of-accountable-care-organizations-in-2015-2/

Source: http://healthaffairs.org/blog/2016/04/21/accountable-care-organizations-in-2016-private-and-public-sector-growth-and-dispersion/

64 70 72 84

174
219

332 336

447 458 472 490

621 633 647 657

744 757 761 782

838

0

100

200

300

400

500

600

700

800

900

Q1 2011 Q1 2016Q1 2015Q1 2014Q1 2013Q1 2012

T
o

ta
l 
A

C
O

S



willistowerswatson.com

Health plan consolidation may impact employers’ value-based strategies and may result in increased interest from large 

employers to contract directly with providers

Provider Relationships Redefined

Up to 50% 
of reimbursements 

could be value-based 

by 2018 – 2020

Realignment of patient care

and health management

Health Plan Impact

 Providers assuming more risk

 Expanded Centers of Excellence

 More vendor partnerships; telehealth

 Investment in mobile and consumer 

experience

 Technology and financial support

for expanded provider role

Employer Impact

 Curated networks structured to maximize 

value

 Tiered benefit levels and steerage

 More onsite employer health services

 Array of new entrants and disintermediators

 Overlap in employer, health plan and 

provider roles

What does this mean for Employer-Sponsored Healthcare?
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Source: Willis Towers Watson estimate based on market indicators.
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Employers are implementing a continuum of solutions

22
© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.

 Telemedicine available 

through carrier partnerships 

or directly with carve-out 

vendors

 Carve-out approach for 

expert medical opinion

 Carrier-based solutions; 

primarily focused on quality 

and have limited steerage

 Carve-out vendor solutions; 

typically focused on quality 

with bundled case rate 

pricing

 Near-site centers  ̂or onsite 

centers^^ 

 Services ranging from 

occupational health and 

acute/episodic to primary 

care, PCMHs 

 Employer-sponsored or 

local health systems as 

vendor partners

 Carrier-based solutions 

(e.g. product-model ACOs, 

high-performance 

networks, value-based 

contracting initiatives)

 Carve-out vendor 

high-performance network 

(e.g. Imagine Health)

 ACOs

 Custom Centers of 

Excellence

 Targeted quality/efficiency 

health system negotiation 

discussions

Direct contracting 

opportunities^^^

Telemedicine and expert 

medical opinion

Centers of Excellence

Near-site and onsite health 

centers

Network products and 

solutions

^Typically requires 500+ employees

^^Typically requires 1,000+ employees in a geography

^^^Typically requires 5,000+ employees in a geography and a higher degree of provider readiness

National, regional and local solutions 
supplemented by: 

Decision support tools, Concierge navigation, Clinical integration, Change management and communication
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Employers are evaluating many health care delivery solutions — balancing cost, quality 

and access objectives, but employees may resist adoption of some approaches

23
© 2017 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.

Which specific network/provider strategies does your organization have in place or is it considering between now and 2018 for its health care 

program??

67%

31%

22%

13%

11%

9%

5%

5%

12%

33%

13%

38%

In place today Planned for 2017 Considering for 2018

Offer telemedicine

Expand use of centers of excellence either within your health plans or via a 

separate network

Offer an onsite/near-site health center

Offer high-performance networks alongside broad networks

Source: 2016 Willis Towers Watson Emerging Trends in Health Care Survey.
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If you had the option of reducing your premium by switching to a smaller network that does not include your current doctor(s) but otherwise has all of 

the same elements of your current plan, would you take this new plan? ?
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Source: 2015/2016 Global Benefits Attitudes Survey

Sample: Members of a retirement plan. Except US and Canada, full-time employees who are a member of a retirement plan.

accept a narrow network for a 

10% premium reduction

28%

accept a narrow network for a 30-

60% premium reduction

36% 64%

would not accept a narrow network for 

a 60% premium reduction

Little response to additional 

incentives?
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Appendix
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Many external currents are reshaping our industry

All providers are affected
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ACA and regulatory 

complexity

Aging workforce

and critical-skill 

shortages

Changing distribution 

channels, including 

exchanges

Changing payment 

and risk structures

Disruptive 

competition

Emerging 

consumerism

Evolving care 

delivery models

Integrating providers 

and insurers

Physicians’ 

evolving roles

Provider alignment 

and continued 

consolidation

Technology’s 

expanding role

Personalized, 

precision medicine
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Selected changes in the health care landscape
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Technology 

 Increased use of technology to individualize delivery of health management  programs

 Diabetes prevention programs (Omada, Newtopia, Retrofit, Real Appeal)

 Diabetes programs (Livongo, Envolve)

 Cognitive behavioral therapy (sleep, other conditions)

 Increasing use of genetic tests to determine treatment or to confirm/make diagnosis 

 Continued migration to virtual presence in imaging and other fields where technology can fuel disruption

Health Care Delivery

 Likely continued migration to accountable care models
 Could increase downward price pressure as providers take on purchaser role

 Likely to decrease attractiveness of remaining “out of plan”

 Continued horizontal and vertical provider consolidation
 Could increase talent recruitment and retention challenges and could decrease fees

 Increased value based purchasing
 Pressure to demonstrate evidence based care delivery

 Continued access challenges in behavioral health
 Made worse by opioid epidemic
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Top ten drivers of value for health systems

Willis Towers Watson’s perspective on key areas of focus
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Value-Based Products and Services ― Key Success Drivers

High Value Offering

1. A well articulated product/service offering with a compelling value proposition

2. An aligned, configured network to deliver on the value proposition

3. Contracting structure and terms that support the value proposition

4. Appropriately priced offerings, reflecting short- and long-term risk

Target Market and Consumers

5. A clear, focused target market for value-based services

6. A holistic perspective on individual consumer behavior

7. A practical, flexible sales and marketing approach for value-based offerings

Operating Platform to Deliver

8. A next generation integrated clinical delivery approach that achieves Triple Aim goals

9. A practical analytics and reporting approach to manage value-based operations

10. An efficient, expert financial structure to manage and mitigate risk


