Health Systems Continue to Acquire Insurers
Since the start of the roll out of the provisions of the
Patient Protection and Affordable Care Act (ACA) in
2010, consolidation has become increasingly common
in the healthcare industry.1 Hospitals are merging to
form health systems, as discussed in a July 2014 HCC
Topics article,2 as well as entering into the health
insurance industry. This second installment of this
three-part series on healthcare consolidation addresses
the trend of health systems entering the insurance
industry, which is frequently accomplished by acquiring
health insurance companies and offering patients selfdesigned health insurance plans. 3
In 2011, approximately one-fifth of health systems were
offering their own insurance plans.4 Health systems are
increasingly seeking to offer health insurance to
consumers, as 28% of these organizations, including
SSM Health Care, reported a desire to start offering
their own insurance plans by 2018.5 Ascension
Healthcare, the largest not-for-profit hospital system in
the United States, recently expressed interest in
consolidating with a health insurance provider.6 In May
2014, executives of Ascension stated that they are
considering purchasing an unnamed insurance company
currently offering coverage in 18 states.7
Ascension, along with other organizations that offer or
plan to offer their own health plans to patients, have
observed the benefits that organizations providing care
and offering insurance coverage have reaped, as
explained below.8 Notably, Kaiser Permanente and
University of Pittsburgh Medical Center have both been
offering insurance coverage and healthcare services for
more than two decades.9
One motivator for health systems to offer self-designed
plans is the pressure on healthcare enterprises to reduce
overall healthcare expenditures.10 Health insurance
companies have access to patient information that is
unavailable to clinical providers, i.e., all tests conducted
on and services rendered to the patient, regardless of
who provided the healthcare services. Providers believe
having access to this information may help them to
avoid duplicative testing, and thereby decrease their
healthcare expenditures.11 This information may also
help providers to better coordinate care, which may
allow these enterprises to receive more favorable
reimbursement levels resulting from the new value-
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based reimbursement models under the Affordable Care
Act.12
With the responsibility for their patients and their costs
increasing, healthcare providers are motivated to
increase their focus on preventative care and keep
patients from utilizing services rendered in hospitals.13
In doing so, enterprises begin to act more like insurers,
motivating providers to create and offer their own health
plans in order to eliminate the third party currently
providing health insurance to patients. 14 Health systems
also find that offering their own health plans may: (1)
facilitate the process of creating incentives to offer
higher-quality care;15 and, (2) increase efficiency,
helping enterprises reduce non-clinical costs.16
Opponents of the consolidation of healthcare providers
and insurers believe that the stakeholders will see an
increase in prices for healthcare services and premiums,
due to a decrease in provider competition. Health
systems which offer insurance plans seem to have an
advantage over hospitals and systems that work with
third party insurers, as they are able to provide more
coordinated care to patients.17 A 2013 study, which
related the integration of hospitals and insurers with the
price of premiums and quality of care, reported that
hospitals offering health insurance to patients charge
higher premiums and provide a higher quality of care,
based on patient satisfaction data,18 suggesting that the
integration between health systems and insurers is
beneficial for both consumers and healthcare
enterprises.
Despite the reported quality increases found in
organizations which have consolidated with insurers,
patients may have fewer options when choosing a
healthcare provider. A health insurance plan offered by
a health system is likely to cover only services rendered
through that system. Physicians may be more inclined to
refer within their health system, even if the providers
cannot offer the best care for the patient.19
Another area of concern for adversaries of the health
system-insurer consolidation trend is the inability of
healthcare providers to: (1) comply with the strict
regulatory restrictions that health insurance providers
face; and, (2) manage both providing care and offering
coverage, as funding is limited and many organizations
do not have a provider network that can offer a wide
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range of healthcare services.20 Additionally, the
integrated system may become responsible for dictating
the manner in which care is provided. Factors such as
the financial capabilities of the system could influence
healthcare decisions under this model, potentially
compromising physician independence and reducing
reimbursements. This duty may create conflict within
the organization and may negatively affect the quality of
care that patients receive.21
The emerging trend of healthcare enterprises acquiring
insurance companies and offering their own health plans
appears to have benefits that may help alleviate the
current issues many organizations face due to the
changes caused by healthcare reform. Many healthcare
experts believe that, for these systems to be successful,
the organizations will need to:
(1) Ensure that they are able to offer their
patients high-quality care and a scope of
healthcare services, rather than limiting the
patient’s choice to the services offered by
the organization;22
(2) Allocate sufficient resources to both the
clinical and the insurance sides of their
enterprises; and,23
(3) Dedicate time to learning and properly
interpreting the strict legal compliance
required of insurers.24
The final installment of this series will address some of
these regulatory restrictions, specifically, the anti-trust
implications of consolidation between: (1) health
systems and insurers; (2) hospital and physician
practices; and, (3) other providers.
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