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Changes In The 
Healthcare Landscape 
Demand a Strategic 
Approach
There is immense pressure on healthcare organizations to 
deliver growth in revenue, patients and the bottom line.  At 
the same time there is a drive towards value-based health 
care. 

There is an underlying need to expand the brand and 
provide a more comprehensive solution.  

This is driving consolidation in the industry, which in 
theory should drive better results.  But, all too often, the 
combined groups grow revenue and patients but miss out 
on operational efficiencies and earnings growth.  

The crux of the problem is the challenge of overcoming 
rigidity in post-merger integrations.  The good news is that 
performance improvements are attainable, they just require 
dedicated rethinking of the organizational structure.  

A Number of Underlying Trends Drive 
Consolidation

Declining reimbursements, procedures that have lass impact 
on the body, more refined procedure and a push toward 
reducing excess treatment are changing the healthcare 
landscape.  

There is also a fundamental shift from volume- to value-
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based incentives, that require more fixed 
infrastructure and technology.  Also, 
healthcare systems are looking at patients 
more holistically – trying to provide care 
across a wide continuum of patient 
needs.  

Ultimately, the objectives of consolidation 
are financial strength, reduced clinical 
variability, increased scale, and integrated 
networks that improve care delivery.  
There is little disagreement that this 
consolidation is needed and as a result 
we have seen widespread mergers and 
acquisitions.

But The Results Do Not Deliver

The challenge is that in the vast majority 
of cases, the combined entities are not 
delivering on the initial expectations.  

Whereas the brand, revenue and 
efficiency goals are good – mergers 
generally deliver on both of those. 
However, the same cannot be said about 
efficiency goals.  

Instead of creating scale economics the 
combined organization ends up with: 

• An excessive volume of duplicate 
contracts and vendors. 

• Supply chain and vendor contracts 
that are not standardized. 

• Standards of care that are not unified. 
• Poor communications internally and 

externally and between electronic 
platforms. 

• Interoperability exposure. 
• Exposure to regulatory and liability risk.

Still, The Opportunities Exist

Consider this example: one organization 
we worked with went through a series 
of acquisitions always achieving top line 
benefits and meeting acquisition targets 
on the surface.  But in fact they never 
realized the expected efficiencies of 
scale.  

In a situation that exemplifies the 
challenge found throughout the 
organization they ended up with dozens 
of call centers, which together cost well 
over $200 million and employed more 
than 1500 people.  

In one case we found that an 
organization had more than

20 Excess call centers

Costing an extra

$100 Million

These opportunities exist, they 
require a fundamentals  

approach to find. 



But the organization they needed 
consisted of only 5 call centers costing 
well less than $100 million and employing 
less than half of the people.  

This amounted to a savings of well over 
$100 million.  Even more, the efficiency 
allowed for better results and happier 
patients.   

So why Aren’t The 
Opportunities Realized

The challenge comes back to the rigidity 
trap combined with insufficient attention 
and inappropriate metrics. 

The rigidity trap is a concept developed 
by Above PAR Advisors to explain why 
companies and organizations struggle to 
make effective changes.  

The challenge all organizations face is 
letting go of the status quo and past 
successes in order to build something 
completely new.  
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The Opportunities For Efficiency And 
Better Results Exist 

We think that success breeds success 
– but in fact success leads to failure 
because it causes us to be rigid as we 
face change.  

When organizations form, they grow as 
independent entities with their own way 
of doing business and delivering care.  
They create their own standards, own 
structure and individual cultures.  These 
are successful, so they are difficult to 
change. 

Add to that metrics that look right but 
don’t get under the surface to measure 
real change. 

At the time of merger, the top metrics 
are revenue or patient growth, followed 
by the increase in identified specialized 
care offerings.  

So, the incentives are perfectly aligned 
to leave each individual unit operating as 
it was before.  Implementing standards 
and making changes are too difficult 
and end up putting the top line results at 



risk.  Mergers happen in name only, and 
operations continue relatively untouched.  

This is a version of the rigidity trap.  The 
objectives are clear, the system is in 
place and without a concerted effort to 
completely rethink the operating model, 
nothing will change.  

That is how a hospital 
group ends up with 21 
extra call centers that 
cost more than $100 
million more than they 
need to.  It an also 
lead to interoperability  
and health record 
management 
challenges which 
immediately drive 
costs up, rather than 
down. 

It is just inertia. 

Pre-merger Clarity and Post-
merger Support Breaks the 
Cycle and Delivers Results

The good news that the return 
on investment in post-acquisition 
restructuring is phenomenal.   

The key to delivering exceptional post-
acquisition results is to start with defining 
what the combined organization should 
look like and building from there.  
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This is not just revenue and offering 
growth but rather a concentrated effort 
to define every aspect of how the 
organization delivers.  

The cost savings potential from mergers 
are huge, but realizing these gains 

requires a concentrated 
effort and careful 
planning. 

Such as: 

• Define clinical 
standards for the 
combined entity. 
• Review and 
streamline supply 
contacts. 
• Remove duplicate 
vendors and contracts
• Optimize patient 
health information 
management. 

All of these provide opportunities to drive 
efficiency. 

In one case, we worked with an 
organization that hadn’t thought through 
their pharmaceutical supply chain.  The 
end result was a daunting quantity of 
extra drugs, purchased at high prices that 
were just being thrown away as they aged 
out every month.  

We see opportunities like these in almost 
every organization with whom we work.  
And this is not because people are doing 

An external 
perspective with 
a focus on finding 

meaningful 
opportunities can 
break the rigidity 

trap.



the wrong things: they are doing the right 
things. It is just that the definition of what 
they need to be doing must change.  
Interoperability is the next challenge.

Driving standardization is good and 
useful.  

But often merged organizations have 
no way to speak with one another or 
exchange data.  This is especially an issue 
with the secure exchange of patient 
health information management. 

One cancer center we worked with 
had been integrated with the rest of the 
hospital group in name, but they had 
never sorted out the interoperability and 
sharing of patient files.  So, despite the 
fact that the cancer center was down 
the hall from the rest of the hospital, the 
doctors had no way to communicate, 
right next door.  

The hall walk was efficient for the 

patients, but there was next to no benefit 
for the hospital as a whole.  And doctors 
were unable to deliver a more integrated 
experience.  

Fixing interoperability is a critical step 
in delivering on standardization and 
ensuring improved patient results.  

Often, though, the merger process 
doesn’t fully address interoperability and 
rigidity prevents interoperability from 
progressing naturally.  

Aside from the operational challenges 
that a lack of interoperability implies there 
is the risk of an immediate cost in the 
form of a 3% fine from CMS.  

Health Information Management 
is another component of this that 
warrants attention.

Effective management of health 
information records can reduce 
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Rethink How The Organizational Pieces Fit  
Together To Find Tangible Value



operational overhead by 50%, getting it 
wrong becomes a source of inefficiency 
and drives cost up.  

Technology can help and 
hinder

Fixing these issues often involves the 
modernization and standardization of 
technology.  But the next common 
merger mistake is to throw technology at 
the problem.  

New Technology By Itself 
Doesn’t Solve Any Problems 
Whatsoever. In Fact, Often It 
Complicates Matters.  

The key, instead, is to look at the 
processes and define how the 
organization should work.  Think first 
about how the organization should 
function and how information should 
flow.  Then bring in the technology. 

Managing Acquisitions, 
Therefore, Requires A 
Systematic Approach

Step 1: Define the new organization and 
what it should look like.  What should be 
standardized, what (if anything) shouldn’t 
be standardized. 

Step 2: Define and implement 

interoperability standards. 

Step 3: Define the organization, the 
processes and how the combined entity 
should operate. 

Step 4: Modernize and implement the 
technology.  

While most advisors are concerned with 
acquisition strategy, APA Healthcare is 
focused on delivering results. 

Most consultants are driven by the 
transaction and the top line results.  
There are countless papers on strategies 
for diversification, integration and brand 
building.  
One thing that is clear from all of this 
research is that consolidation is here, and 
it will continue.  

But very few companies are focused on 
making the combined entity work better.  
But once the dust settles, this is where 
the greatest opportunities lie.  

APA Healthcare exists to make merged 
healthcare organizations work better.  
We help frustrated administrators, who 
aren’t getting the bottom line results they 
want, to realize efficiencies, improve 
standards and deliver better outcomes.  

Let us help you get more efficiency and 
effectiveness from your organization.  

- Philip Hecht  
  phecht@aboveparadvisors.com
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Above PAR Advisors

We are a strategy, execution and transformation consultancy.  

Our clients are interested in breaking through the status quo and creating 
organizations that benefit from rather than struggle with, change.  

We are the external voice.  We are able to understand your objectives and bring in 
the strategy, processes and technology that will help you achieve them.  

We go beyond ideas.  We implement.  We help you transform quickly and we leave 
your organization ready to meet the future. Let’s get started today on preparing your 
organization for tomorrow.  

Pre and Post Merger Support That Makes  
Consolidation Work


