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Don’t drink the healthcare
consolidation Kool-Aid
Don’t be fooled. When mergers occur, patients and physicians lose;
executives at the top are the only ones who truly win.

he troubling trend of
healthcare consol-
idation is gaining
momentum, and
Americans are paying
a heavy price. Not
only is this merg-

er mania destroying our nation’s
healthcare system, it’s also decimat-
ing our middle class. However, if
consolidation is healthcare's cancer,
consumers are the cure.

Every week, we hear reports of
hospitals buying up doctor's practices
and merging with other hospitals. For
example: Advocate Health Care and
Aurora Health Care finalized their $11

billion deal last April to form the na-

tion’s 10th largest tax-exempt health
system; Dignity Health and Catholic
Health Initiatives are marching to-
ward a $28 billion deal.

More recently, we've heard
about insurers merging with health
providers and retail pharmacies:
UnitedHealth’s subsidiary Optum
is buying DaVita Medical Group, a

group of several hundred indepen-
dent doctors and clinics, for nearly $5

billion. In April, Medicare insurance
giant Humana bought 22-clinic Family
Physicians Group in Central Florida.
Now rumor has it Walmart might buy
Humana. And, of course, CVS Health
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Corp. and Aetna continue to move

toward their $69 billion union.
Many, many similar but smaller

deals occur weekly.
Mergers were up 13 percent last

year, setting a record for the most
healthcare mergers and acquisitions
in recent history, according to a

Kaufman Hall report. "the first quarter
of 2018 was the busiest start for
healthcare mergers in over a decade,
according Bloomberg.

None of this bodes well for con-

sumers.

Regardless ofwhat the merging
parties say about streamlining care

and greater efficiencies, when health-
care entities merge, costs only go one

way: up, way up. Ask those trying to
convince you of the benefits to point
to one study that shows costs go down

after a merger, or that quality goes up.
They can’t.

A recent study from the nonprofit
Physicians Advocacy Institute report-
ed that hospitals buying up doctors’
practices was the leading driver in
soaring Medicare costs. Between 2012
and 2015, Medicare costs rose $3.1

billion, primarily due to the 49 percent
uptick in hospital-employed doctors
that occurred over the same period.
And that study only looked at four
procedures. Imagine the tally if all
procedures were accounted for.

When hospitals merge, price
increases on the order of 20 percent
to 30 percent are common, and can

exceed 50 percent, Carnegie Mellon
University economist Martin Gaynor
said in a recent report. What’s more,

he added, many studies have found
that patient health outcomes are

substantially worse at hospitals in
concentrated markets where there is
less competition.

The only parties who benefit when
healthcare entities merge are the
executives at the top.

THE CURE FOR
CONSOLIDATION OANOER
Meanwhile, consumers foot the bill in
the way ofhigher premiums and more

tax dollars going to pay for healthcare.
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“As physicians,

we can start to change

the market by...

educating patients

about why they,

too, must only go to

independent doctors”

No wonder healthcare bills are

the number one reason Americans
declare bankruptcy, and healthcare
costs consume 20 percent of the
average family’s budget.

Yet health entities continue to
merge, grow, gain market share, and
increase their bargaining power with
payers. The bigger they are, the more

they get. So the mergers continue.
Until someone does something.
But who?

Not the hospitals. They lobbied
hard to get the system here, and
they’re profiting handsomely. Every
time they merge, they profit more.

Not the insurance companies.
They have no incentive to bring
premiums down, especially because
under the Affordable Care Act's
“Medical Loss Ratio" rule insurers
can keep only 20 percent of every
healthcare dollar, and put at least 80

percent must go toward claims, or

rebate the rest.
Though presumably well-in-

tentioned, the government's plan
backfired. Insurers quickly figured
that 20 percent of a higher premium

is more than 20 percent of lower one,
so guess which way premiums have
gone?

Not lawmakers. An eye-opening
visit to opensecrets.com will tell you
how much money your representa-
tive gets in campaign funding from
hospitals and insurance companies.
The American Hospital Association
alone spent $22 million in 2017

lobbying lawmakers.

That leaves the rest of us. Educat-
ed consumers and brave physicians
are the cure for consolidation
cancer.

As physicians, we can start to
change the market by remaining or

becoming independent, by referring
only to other independent doc-
tors and free-standing outpatient
centers, and by educating patients
about why they, too, must only go to
independent doctors.

We also must push for trans-
parency in healthcare pricing, so

consumers can shop for healthcare
based on price and value, and—most
important—we must just say no

when slick-talking executives come

to town serving up pitchers of “con-
solidation Kool-Aid."

Ifwe don't, we can expect a lot
more ofour money to pour directly
into health executives’ pockets, cov-

ering the costs for their skyboxes. D
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“Ithink we’re
going to see some

pullback to a

model thatfs not
as big where
patientsget more

ofapersonal
touch.”
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