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BIG MED = Big Deal



Two Oft-Cited Rationales by Executives for Big Med



Predominance of “Scale” in Big Med Goals



Asserted “Synergies” in Big Med

• Produce more services (revenue synergies)

• Reduce excess or redundant capacity (cost synergies)

• Reap synergies across business units (e.g., referral flows between hospitals)

• Physician alignment and integration

• Complementarities in clinical expertise, assets, and resources that can be combined

• Innovation

• Tackling health inequities & greater access to care

• Data analytic capabilities and digital consumer infrastructure to address:
 safety     next generation workforce
 affordability    learning & discovery
 environmental sustainability   “do more, be better, go faster”



The Layman’s Guide to BS Detection





Advocates of Big Med



“The Cheesecake 
Factory model 
represents our 
best prospect for 
change.”



Atul Gawande : “Big Med” 
• “Want to create Cheesecake Factories for health care”

• Big chains like the Cheesecake Factory “will make us better and more efficient”

• “Size is the key”
 
• “Deliver range of services to MMs of people at reasonable cost with consistent quality”

• “Reinvent medical care” to move healthcare “from a Jeffersonian ideal of small guilds and 
independent craftsmen to a Hamiltonian recognition of the advantages that size and 
centralized control can bring”

• Cleveland Clinic : Cleveland è NE Ohio è Florida è US è Abu Dhabi è UK 
   (“Big Medicine is on the way”)



Some real downsides to Big Med



Hospital Systems with greatest operating income losses
Bottom 25 2015-2016 2016 - 2017 2015-2017

Name $ Changes Name $ Changes Name $ Changes 

1 Providence Health $ (511,000.00) Community Health Systems $   (485,000.00) Community Health Systems $   (588,000.00)

2 Dignity Health $ (501,729.00) HCA $   (393,000.00) Dignity Health $   (506,290.00)

3 Trinity Health $ (330,579.00) Tenet $   (259,000.00) HCA $   (311,000.00)

4 Cleveland Clinic $ (262,032.00) Ascension $   (257,889.00) Baylor, Scott & White $   (294,626.00)

5 Indiana University Health 
System $ (233,739.00) NorthWell Health $   (160,314.00) Providence Health $   (259,000.00)

6 Partners Healthcare 
System $ (214,337.00) Memorial Hermann $   (154,408.00) Tenet $   (234,000.00)

7 Baylor, Scott & White $ (181,733.00) Sharp HealthCare $   (145,680.00) Memorial Hermann $   (231,426.00)

8 PeaceHealth $ (175,959.00) Baylor, Scott & White $   (112,893.00) Trinity Health $   (219,251.00)

9 SSM Health $ (167,976.00) Novant Health $   (108,088.00) SSM Health $   (204,223.00)

10 Promedica $ (163,146.00) Intermountain Healthcare $   (104,700.00) Sharp HealthCare $   (200,576.00)

11 CHI $ (156,578.00) Hartford HealthCare $   (102,721.00) Indiana University Health System $   (198,655.00)

12 CHRISTUS $ (137,602.00) Cedars Sinai $   (102,469.00) Cleveland Clinic $   (194,840.00)

13 Stanford Medicine $ (127,579.00) Premier Health Partners $     (90,629.00) Houston Methodist $   (179,150.00)

14 UPMC $ (110,472.00) Houston Methodist $     (90,477.00) UPMC $   (160,199.00)

15 Baptist Health South 
Florida $ (109,355.00) Scripps Health $     (75,172.00) Aurora Healthcare $   (123,352.00)



The Scale of the Cleveland Clinic Didn’t Help! 



Other Downsides Besides Poor Financial Performance              

• Reduced competition

• Higher rates extracted from insurers è higher hospital prices, higher hospital costs

• Higher rates passed onto employers & employees as higher premiums/prices

• Front office vs. front-line mentality 

• Lower quality or no improvement in quality

• Lack of attention to care coordination

• Resistance to risk contracting and alternative payment methods





Systems may drive health inequities

• Systems lead to higher costs borne by insurers

• Insurers pass those higher costs onto employers

• Employers pass those higher costs onto employees as higher premiums

• Some employees drop insurance coverage due to higher cost

• Loss of insurance coverage leads to poor health status

• Robert Town, Douglas Wholey, Roger Feldman, and Lawton R. Burns. "Hospital Consolidation and 
Racial/Income Disparities in Health Insurance Coverage." Health Affairs 26 (4): 1170-1180. 2007.



Do hospital systems really serve 
under-served communities ?



Given the preponderance of downside effects,
 

why does Big Med continue to spread ??





Grow



How the healthcare “ecosystem”
really operates



What Execs Say vs. What Execs Do



Advocate Aurora (AA) & Atrium Health (AH) = Advocate Health

Advocate Health = merger of mergers
• AA = 2018 merger of Advocate (IL) and Aurora (WI), each a multihospital system
• AH = formerly Charlotte-Mecklenburg Hospital Authority è renamed Carolinas HealthCare 

System è combine with Wake Forest Baptist Health, Floyd Health, and Navicent Health

Advocate Health’s New Scale
• $27B healthcare system
• 6 states
• 67 hospitals over 1,000 sites of care
• 150,000 employees
• Serve 5.5M patients
• Makes it the 6th largest system in the US
• Just grow baby ?  game of leapfrog ?





Advocate / Aurora Rationale - - acc. to CEO Skogsbergh

• Greater access & efficiencies
• Scale innovation
• Transform the care delivery model
• Create a destination in the Midwest for patients and clinicians who care for them
• Coming together from unique & complementary positions of strength
• Reimagining the possibilities of health as
 (a) bigger meets better
 (b) size meets value





Advocate Health Rationale - - acc to Cain Brothers
• Leverage their combined clinical excellence
• Advance data analytics capabilities
• Advance digital consumer infrastructure
• Improve affordability
• Drive health equity (pledged $2B) via new Institute to address inequities in both 

rural and urban under-served communities
• Create a next-generation workforce
• Research
• Environmental sustainability



What To Do ??



What to do : Part I
• Take antitrust seriously

• Perform due diligence with care
• Analyze before announcing

• Be as skeptical as the agencies and AG’s office
• Are scale economies real?
• Are employed physicians more productive?
• Countervailing power is not an antitrust defense

• Be more skeptical than the agencies and AG’s office
• Avoid Certificates of Public Advantage (COPA)
• Used to settle Geisinger’s acquisition of Bloomsburg Hospital & Evangelical Community Hosp

• Watch out for illegal conduct
• All or nothing contracts
• Anti-tiering restrictions
• Gag rules



Thank you for listening


