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Corporate Entrants in Healthcare Struggle

On April 30, 2024, retail giant Walmart announced their
closure of Walmart Health, a network of 51 health centers
that provided “primary and urgent care, labs, x-ray and
diagnostics, behavioral health, dental, optometry and
hearing services.”® Walmart cited the lack of
profitability, escalating costs of operation, and
challenging environment for reimbursement as the
reasons behind Walmart Health’s unsustainability.? This
Health Capital Topics article discusses Walmart’s
closures, the other corporate entrants struggling in the
healthcare market, and what these challenges indicate for
the primary care space.

Due to political impasses and systemic problems, the
federal government is often incapable of making quick,
meaningful improvements to the healthcare industry.
Increasingly high costs, large deductibles, healthcare
workforce shortages, and delays in treatment and
obtaining medication plague the U.S. healthcare delivery
system.? Instead of waiting on regulatory reform, large
corporate entities such as Walmart have aimed to disrupt
the healthcare industry through streamlining healthcare
delivery (and associated costs) and capitalizing on
technological advancements. While this “corporatization
of medicine” has grown significantly over the last two
decades,* these newer entrants to the primary care
market have been forced to realize that traditional
business strategies may not be successful given the
various nuances unique to healthcare.

In November 2011, it was leaked to the press that
Walmart intended to become the “largest provider of
primary healthcare services in the nation.”® While
Walmart recanted parts of its claim as “overwritten and
incorrect,” the number of clinics owned by retailers such
as Walmart has increased significantly over the past 15
years.5 Walmart has been a long-time player in the
healthcare market, with footholds most notably in
pharmacies and retail clinics.” In 2014, Walmart
implemented its “Healthcare Begins Here” initiative,
which provided consumers with free health screenings,
access to immunizations, and assistance with the (then
new) Affordable Care Act (ACA) health insurance
exchanges.® At that time, Walmart seemingly doubled
down on its 2011 claim by announcing its ambitious
intentions “to be the number one healthcare provider in
the industry.”®
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The next iteration of Walmart’s healthcare delivery quest
— Walmart Health — launched in 2019. The retail giant
opened more than 25 Walmart Health centers across the
South and announced in early 2023 its plans to open an
additional 75 centers by the end of 2024.%° Walmart also
made a number of complementary acquisitions during
this timeframe, including: (1) FloCare (a health-
technology business) in July 2019; (2) CareZone (a
prescription management startup) in June 2020; and (3)
MeMD (a telehealth provider) in May 2021.1* Through
this transactional activity, Walmart sought to increase
healthcare access and promote better health outcomes by
rendering healthcare services to patients where they are —
in Walmart stores — and by providing transparent and
affordable pricing for healthcare services.'?

However, nearly five years later, Walmart did an about-
face, announcing in April 2024 that it would shut down
Walmart Health, closing all clinics by June 28, 2024.13
While Walmart ambitiously grew their presence in the
healthcare industry, issues of profitability, escalating
costs, and a challenging reimbursement ultimately led to
the company shifting their strategy.'* Going forward,
Walmart’s focus will be on their 4,600 pharmacies and
3,000 vision centers that are already located in-store, and
not on primary care.’® Walmart aims to expand the
clinical capabilities of the services their pharmacies
provide; their pharmacies already largely offer the
clinical services that Walmart Health clinics provided,
such as treatment and testing for respiratory illnesses.®

The surprising closure of Walmart Health’s clinics comes
as other corporate healthcare disrupters are similarly
struggling to sustainably operate in the primary care
space.r” Walgreens, a chain of retail pharmacy stores,
entered the primary care space over a decade ago with
plans to expand healthcare services to include patient
treatment and diagnosis, and capitalize on concerns at the
time about cost and a physician shortage.*® Through its
2021 acquisition of primary care network VillageMD for
$5.2 billion, Walgreens aimed to transform its
pharmacies into healthcare destinations, providing
patients a one-stop-shop for checkups and filling
prescriptions.’® Walgreens also made a number of
additional strategic acquisitions to bolster its healthcare
offerings, including: (1) Shields Health Solutions
(specialty pharmacy company) in September 2021 for
$2.3 billion; (2) CareCentrix (a home care company) in
October 2021 for $722 million; and (3) Summit Health-
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CityMD (an urgent care clinic group) in November 2022
for $8.9 billion.?® However, less than three years after
these acquisitions, Walgreens reported a loss of nearly $6
billion, which was largely attributed to the loss in value
in VillageMD.# Instead of continuing to expand,
Walgreens is in the midst of scaling back their
VillageMD clinic footprint, shutting nearly 160 of the
200 clinics that were adjacent to the pharmacy chain’s
stores.?? In fact, the Wall Street Journal reported on June
27, 2024 that Walgreens plans to reduce its majority
ownership stake in VillageMD; Walgreens was also
reportedly considering a sale of Shields Health Solutions,
although it has since backed off that statement.?® The
retail pharmacy has been criticized for failing to
capitalize on its significant investments and has
attributed its struggles in part to “slower-than-expected
trends in patient panel growth and multi-specialty
productivity and recent changes in Medicare
reimbursement models.”?*

Amazon, which has widely publicized its intention to
disrupt the healthcare industry, has also not been immune
to these difficulties in the healthcare market.?> Amazon
acquired PillPack (an online pharmacy) in June 2018 for
$753 million,?® and subsequently expanded its
pharmaceutical footprint through its November 2020
launch of Amazon Pharmacy, providing transparent drug
pricing and free, unlimited deliveries of medications to
customers in 45 states.?” The service has since expanded
to all 50 states, and in 2023, Amazon commenced
RxPass, a low-cost, generic drug subscription service
targeting those with common, chronic conditions.?
Beyond the pharmaceutical sector, in what has been
characterized as its “potentially most significant move”
in the healthcare space, Amazon acquired primary care
network One Medical — and its 836,000 associated
members and 221 medical offices across 27 markets — in
July 2022 for $3.9 billion.?° However, less than two years
post-acquisition, One Medical reported operating losses
of nearly $500 million, worse than the losses reported by
the company prior to Amazon’s acquisition.® In an effort
to cut nearly $100 million in costs, Amazon (similar to
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the other corporate entities discussed above) is closing
corporate offices and laying off One Medical staff.
Additionally seniors receiving care from One Medical
have reportedly expressed frustration since the
company’s acquisition, citing shorter appointments and
disappearing offerings.®> One Medical is not Amazon’s
only struggling healthcare venture: Haven, a healthcare-
specific joint venture with JPMorgan Chase and
Berkshire Hathaway, was disbanded less than three years
after its 2018 launch; Amazon Care, an Amazon-
launched virtual health clinic, lasted only a couple of
years; and, most recently, Amazon Clinic’s telehealth
market placed was nixed after only 19 months in
operation (and consolidated into One Medical).* Despite
recent difficulties, Amazon asserts that it “continues to
see strong growth and positive feedback from One
Medical members, and will continue investing to provide
high-quality care to more people.”*

Despite big plans and hubristic promises, the large
corporate entities that have sought to disrupt U.S.
healthcare generally, and the primary care space
specifically, have been largely unable to deliver. One
industry analyst noted that “primary care is often a loss
leader for larger health systems but serves a critical role
as a feeder of patients and customers for specialty care
and procedures. Without those higher revenue
opportunities, retailers must achieve high levels of
adoption and volume to unlock profitability.”*> Another
analyst summarized that “the news [regarding Walmart
Health] is a significant setback for retail health players,
some of whom are now realizing that delivering retail-
driven primary care may not be economically viable and
certainly isn’t causing the disruption in local healthcare
markets that many predicted.”® The President and Chief
Executive Officer of the Primary Care Collaborative
stated that “Wal-Mart’s recent announcement only
confirms what every primary care clinician across the
country already knows: we have a system that doesn’t
support the ongoing trusted primary care relationships
that deliver better outcomes, create better patient
experiences and enhance affordability.”%’
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