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Convergence:  
An Elixir for Health Care

The convergence trend—by which 
companies outside of each others’ industries 
merge with and acquire each other—is well 
advanced across all sectors. But one thing is 
clear about the health care industry: it has 
some catching up to do. 

Especially in the pre-COVID era, most people 
who interacted with a health care provider 
would likely say that the experience was far 
less tech-enabled compared to what they 
have come to expect in the consumer world. 
“When you think of life sciences and health 
care, it’s still one of the few industries yet to 
experience large-scale convergence,” says 
Varun Budhiraja, a principal with Deloitte 
Consulting LLP. “It really is ripe for disruption.”

The global pandemic made technology 
use in health care a virtue of necessity as 
millions of patients turned to digital tools 
long-established in the consumer space.

According to Budhiraja, the areas within 
health care most primed for tech infusion 
are workflow management, patient 
engagement, drug discovery (see boxed 
item) and surgery support.  

Improving Complex Workflows
The hardworking professionals in health 
care are not to blame for being behind on 
technology trends — the myriad national 
and state regulations they must comply 
with, as well as the innate stresses of patient 
care, don’t leave much capacity for digital 
exploration. 

And yet, the benefits of bringing ideas already 
paying dividends in the consumer space to 
the health care space are now too obvious to 
ignore. One major challenge being addressed 
by software is the fact that doctors spend 
too much time with paperwork and not 
enough time doing what they went to medical 
school for: caring for patients. A number of 
acquisitions in recent years have been of 
software vendors that allow doctors to spend 
less time as administrators. “There continues 
to be a lot of push around medical software, 
workflow management, and cloud-based 
solutions to automate and organize the flow 
of data and free up the doctors’ and clinicians’ 
time,” says Budhiraja.

Using the specific example of a surgery 
practice, Budhiraja notes the vast complexity 
of such an operation and says that not only 
could the acquisition of a workflow software 
company allow for greater efficiency and 
accuracy, but the software could be licensed 
out to similar practices for additional income. 

New Frontiers in 
Drug Discovery

One area that is being impacted 
heavily by artificial intelligence (AI) 
is drug discovery. 

The innovation of life-saving drugs 
is among the most urgent and 
complex missions of today’s life 
sciences industry. But, as Budhiraja 
points out, traditional drug 
discovery is a very expensive, risky, 
and time-consuming undertaking. 
“All this is being disrupted by 
software, machine learning and AI 
companies that are now identifying 
drug candidates,” he says. 

By being able to more rapidly 
discover the right candidates for 
drug trials, the time between 
clinical trial phases is being 
truncated and, as a result, the 
traditional pharmaceutical 
business model is being disrupted, 
to the benefit of both innovative 
startups and patients. 
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Know Before You 
Acquire

Health care leaders pondering the 
acquisition of a smaller, innovative 
company should ask themselves 
several questions, says Budhiraja:

Is this investment going to 
move the needle? Will it take the 
company into an adjacent product 
or market to a meaningful degree?

Separate beds? Once a smaller 
company with a different, more tech-
oriented culture is acquired, the 
buyer needs to decide whether to let 
the new division thrive and grow as a 
semi-autonomous entity, or whether 
a full integration should happen as 
soon as possible. There are upsides 
and downsides to both scenarios. 

Is the tech real? A buyer needs 
to know with certainty that the 
technology being acquired via the 
M&A market is going to deliver what 
was promised. Aside from issues of 
efficacy, there are cybersecurity risks 
that a legacy company without much 
expertise in this area might miss.

Patient Connectivity
Technology is redefining what happens 
before, during and after the provision of care. 
Most patients in the US have some sort of 
smartphone that can be used as a valuable 
tool for care. Apps can help patients better 
track their health, habits, and treatment 
programs, as well as allow their doctors to 
monitor their progress remotely. 

There has been an explosion of health care 
apps in the market, many of which have been 
snapped up by legacy health care providers. 
“Even some health plans have acquired 
app developers,” says Budhiraja, eager as 
they are to maintain more frequent and 
convenient contact with their customers. 

A more longstanding business model that 
gained traction during the COVID-19 crisis 
is telemedicine. Demand has brought an 
ongoing burst of innovation in telemedicine, 
says Budhiraja: “Patients and physicians are 
increasingly using communications platforms 
to connect with each other, such as video 
conferencing and real-time monitoring. All 
of these enhancements mean that there are 
no geographic limitations for getting certain 
kinds of treatment.”

If telemedicine and apps have fully arrived, 
other, newer technologies hold great 
promise, but may take years to become 
standard tools of care. In particular, artificial 
intelligence (AI) and virtual reality (VR) have 
many health care innovators excited and, 
according to Budhiraja, some major health 
care companies have invested in AI and VR 
startups as placeholders for the future. 

He points to surgery as an activity that 
may be revolutionized by VR, whether it be 
surgical navigation systems or robotics. It 
is notable that these are areas where the 
technology involves hardware as well as 
software. 

Convergence in the M&A Market
While health care remains behind 
other industries by way of cross-sector 
acquisitions, there nevertheless has been a 
remarkable uptick in convergence in recent 
years. 

Budhiraja estimates that the number of 
cross-industry acquisitions in the health 
care sector over the past five years has 
been double that of the previous five-year 
period. What’s more, nearly 60 percent 
of recent health care deals have been 
characterized by technology use-cases.

In speaking with many senior health care 
executives, Budhiraja says he finds that 
the executives of very large health care 
companies tend to be more confident of 
their legacy positions in the mid-term. But 
mid-cap and small-cap executives tend 
to be more eager to seek tech partners 
or acquisitions to make themselves more 
competitive. 

“I think the general take is that everyone 
is acknowledging there is a threat and 
that technology companies are starting 
to place major bets and investments,” 
says Budhiraja. “But it’s a question of time 
horizon.”
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