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Since the enactment of the Affordable Care Act in 2010 
(ACA), there has been an effort by commercial health 
care insurers (CHIs) to control what is often referred 
to as the continuum of care in the health care industry. 

All general acute care hospitals (General ACHs) in the United 
States are feeling the pressure of declining margins as Medicare 
and Medicaid limit reimbursement and as CHIs pursue more 
vertical integration. If this vertical integration of payers and 
providers persists, General ACHs may continue to experience 
falling inpatient volumes and reimbursement levels. 

Health industry spending is approaching 18% of the Gross 
National Product.1 Meanwhile, the population is aging, and 
chronic conditions are increasing around the world. Health 
care costs for the next decade are expected to rise at more than 
twice the rate of the Consumer Price Index, the rate that Social 
Security cost-of-living adjustments are pegged, and 64% of 
pre-retirees, including those who are affluent, are “terrified” by 
the health care costs of their retirement plans.2

Each participant in the health care delivery chain is trying 
to maximize its percent of the profit dollars that flow through 
the health care delivery system. This delivery system, like any 
other industry, begins with the consumer (the patient) and ends 
with the seller (the service provider). Like other industries, such 
as retail goods, there are many other parties in the delivery 
system responsible for various functions in transferring the 

money from the ultimate payer to the seller. However, unlike 
other industries, in the current health care delivery system, the 
ultimate consumer (the patient) is not truly aware, nor has had 
the incentive to know, the amount that those in the continuum 
of care are being paid and why. This lack of consumer aware-
ness has essentially granted the CHIs the patients’ de facto 
proxy in the continuum of care, which means CHIs have 
substantial influence in the decision making that occurs in 
health care.

It is possible that the future direction of health care can 
shift if the consumer—i.e. the patient—becomes a more 
informed and engaged decision maker. This scenario may play 
out as patients shoulder an increasing portion of their health 
care costs through higher premiums and deductibles. With the 
help of new technology, and the increased push for the interop-
erability of medical records and price transparency, CHIs may 
no longer have the patients’ de facto proxy along the continuum 
of care.

This article discusses the current influence third-party 
payers, and CHIs in particular, have on the continuum of care 
while acting as the de facto proxy of the patient. The article 
then considers how various factors may shift the control of the 
continuum of care from payers to consumers, and the potential 
implications and opportunities for the future of General ACHs.
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CHIs’ Influence on the Continuum of Care
CHIs do not carry the hefty overhead of full-service General 
ACHs and are able to vertically integrate and provide preven-
tive, outpatient, and post-acute care to their insured customers 
at lower cost. As part of efforts to vertically integrate, CHIs 
often enter into network agreements with certain hospitals, 
primary care physicians, specialty care physicians, and other 

health care service providers. These network agreements often 
include Physician Hospital Organizations (PHOs), Inde-
pendent Practice Associations (IPAs), Clinically Integrated 
Networks (CINs), and Financially Integrated Networks (FINs). 
By growing these networks, CHIs have the ability to carve out 
“high-cost” hospitals or certain services from contracts, which 
will mean lower volume and revenues for General ACHs.3 Even 
health care investors are steering away from large General ACH 
systems and instead focusing investments on urgent care, home 
health, micro-hospitals, and other specialty inpatient facilities.4

To increase their bargaining power in the continuum of 
care, General ACHs have been employing physicians in large 
numbers. Hospitals employed 42% of physicians in July 2016, 
up from 25% of physicians in July 2012.5 The goal of these 
hospital systems is to become an integrated delivery system 
that can be centrally managed with a fixed budget. But the 
centrifugal forces that could disrupt those plans are gathering 
speed. Outside capital is being poured into stand-alone imaging 
and procedure centers, storefront and workplace clinics, and 
concierge-style primary care practices. These outside forces 
have business models that depend on the eventual disaggre-
gation of the continuum of care. The General ACH systems 
cannot afford to ignore those threats.
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Despite the significant initial financial losses in the indi-
vidual market after the ACA took effect, CHIs’ profitability in 
the individual market has rebounded of late. CHIs remaining in 
the individual and small group markets seem to have accounted 
for the ACA’s insurance market reforms and the older, more 
costly risk pools by charging higher premiums largely subsi-
dized through federal premium tax credits. Large CHIs, many 
of whom left the individual market, also are profiting from 
the Medicaid expansion, which is primarily provided through 
private managed care and paid for by the federal government. 
Since the ACA’s implementation on January 1, 2014, health 
insurance stocks outperformed the S&P 500 by 106%.6

These factors may enhance CHIs’ ability to grow further 
and direct more patients to lower-cost entities, effectively 
marginalizing General ACHs. Those General ACHs that do 
not adapt to the current evolving continuum of care could get 
squeezed out.

Those General ACHs that 

do not adapt to the current 

evolving continuum of care 

could get squeezed out.

Could a Knowledgeable Consumer Change the 
Future of the Continuum of Care? 
CHIs are currently dominating the continuum of health care. 
Could a more knowledgeable consumer impact where the 
health care industry goes next? The current administration 
certainly seems to think so.

Citing her own personal experience with a disjointed 
health care delivery system, Centers for Medicare & Medicaid 
Services (CMS) Administrator Seema Verma unveiled a new 
federal initiative—”MyHealthEData”—aimed at advancing a 
patient-centered health care system.7 While short on details, the 
idea behind the initiative is that health data follows the patient 
and allows information to be shared seamlessly with health 
care providers at the push of a button. The Trump administra-
tion believes the initiative will help empower patients, ulti-
mately driving down health care costs and improving health 
outcomes.8

New technology-savvy players also are entering the market 
to meet growing consumer demands for control of their health 
information. For example, Apple and 13 prominent health care 
centers, including John Hopkins and the University of Pennsyl-
vania, recently disclosed an agreement that would allow Apple 
to download onto its various devices the electronic health data 
of those systems with the patients’ permission.9

On January 24, 2018, Apple introduced a significant 
update to its Health App, debuting a feature for customers 
to see their medical records on their iPhones. The updated 
Health Records component within the Health App makes 
it easy for consumers to see their available medical records 
across participating providers on demand instead of piecing 
their information together manually from multiple provider 
platforms. According to the company, “Apple worked with the 
health care community to take a consumer-friendly approach, 
creating Health Records based on Fast Healthcare Interopera-
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bility Resources (FHIR), a standard for transferring electronic 
medical records.”10 Now nearly 40 health systems have part-
nered with Apple to contribute medical records to the tech 
company’s updated Health Records section for iPhone. The new 
records section, which is still in beta mode, allows customers 
to view their medical records with the Health App. Twelve 
health systems, including heavy hitters like Geisinger, Johns 
Hopkins Medicine and MedStar Health, were name-dropped as 
partners in their original January 2018 release. Apple has made 
the feature available to anyone who updates their phone’s IOS 
software to the latest version. 

Today’s patients must be 

viewed in the same way 

other industries learned a 

decade ago to see their core 

customers: as empowered 

consumers who want a 

cohesive experience in the 

health care marketplace 

from touchpoint to their last 

encounter.

Implications and Opportunities for General ACHs
Current trends—i.e., increased consumer cost-sharing, greater 
consumer engagement, and calls for transparency—have 
implications for General ACHs but also present opportunities 
to shape their future. 

General ACHs have fallen behind other business sectors 
like retail or financial services when it comes to engaging 
consumers in the decision-making process. As consumers are 
shielded less and less by their insurers from the growing cost 
of health care, incentives for patients to participate actively in 
the continuum of care will drive greater demand-side value. 
General ACHs can use this opportunity to position themselves 
to show value to their communities by improving their opera-
tional processes, offering greater transparency, and striving to 
more fully engage their patient base.11

Today’s patients must be viewed in the same way other 
industries learned a decade ago to see their core customers: 
as empowered consumers who want a cohesive experience 
in the health care marketplace from touchpoint to their last 
encounter.

General ACHs that fail to adapt to this changing market-
place could be replaced with micro-hospitals, specialty hospitals, 
outpatient facilities, walk-in clinics, independent laboratories, 
and other specialty low-cost providers of hospital care. 
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