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Is AI a Tool or a System?
Why the Answer Reshapes Every Decision Health 
Plans Make

INTRODUCTION OVERVIEW

Across health plans and health systems, the same question is 
surfacing in boardrooms and technology committees: Are we 
deploying AI, or are we building an AI-enabled organization? The 
distinction sounds semantic. It is anything but.



Currently, artificial intelligence enters healthcare through a succession 
of point solutions; a predictive model here, a risk stratification tool 
there, supplemented by an agentic AI pilot. Each promises measurable 
value in isolation. Some deliver a little value, but most underwhelm. 
The cumulative effect is a landscape of disconnected capabilities that 
do not compound, do not learn from one another, and do not 
fundamentally change what a health plan can do.



The organizations that will pull ahead are not the ones with the most 
AI tools. They are the ones that will start building AI as core 
infrastructure. They have stopped thinking in silos and started 
designing automation that flows end to end with a focus on how AI 
gets deployed to drive outcomes that truly move the needle across the 
entire plan.



In this article, we will illustrate that the tool-versus-system distinction 
is the most consequential strategic choice facing health plan 
leadership today - and that most organizations do not yet realize they 
can’t delay.

THE TOOL PARADIGM AND ITS LIMITS

■ The dominant model of AI adoption in health plans (point 
solutions procured tool by tool)

produces diminishing returns and structural fragility. It optimizes 
individual pilots without transforming organizational capability.



■ A systems approach to AI treats prediction, outreach, 
intervention, and outcome measurement as a closed loop.

Each element informs the others. The organization learns 
continuously rather than in discrete procurement cycles.



■ The distinction has immediate and compounding implications 
for workforce design, vendor strategy, data governance, and the 
relationship with providers.



■ Health plans that make this transition intentionally will define 
what a health plan looks like in the next decade. Those that do 
not will find themselves at a perpetual disadvantage.



■ The barriers to transition are part technical but much more 
importantly they are organizational. They require a clear executive 
decision about what kind of AI organization your health plan 
intends to become, and the discipline not to defer that decision 
indefinitely.



The tool paradigm has a coherent logic. A health plan identifies a high-cost problem,  for example, avoidable emergency department utilization among 
members with complex chronic conditions. It procures a predictive model designed to identify that population. The model surfaces a list. Case 
managers work the list. Results are measured. The tool either gets renewed or replaced.



This approach is not wrong. It is simply insufficient for the competitive and regulatory environment health plans now face. The fundamental problem is 
that AI tools, procured and operated in isolation, cannot compound. A risk stratification model that does not talk to an engagement platform cannot 
learn which high-risk members are actually reachable. An engagement platform that does not feed back into the predictive model cannot improve its 
own targeting. A care management workflow that does not connect to outcomes data cannot know whether the interventions it prioritized were the 
right ones.



The result is a form of organizational amnesia. Each engagement cycle begins roughly where the last one ended. This is not because the data does not 
exist, but because the architecture was not built to learn from it. As a result, these investments never flow to pricing or network or anything else that 
enables the health plan to operate on a differentiated plane. A study from MIT's NANDA initiative found that 95% of enterprise AI pilots fail to deliver 
measurable ROI - not because algorithms are flawed, but because they are poorly integrated and misaligned with real-world workflows.¹



There is also a workforce dimension that rarely surfaces in vendor conversations. When clinical and operational staff operate within a tool paradigm, 
they become skilled at working individual tools, interpreting a risk score, navigating an engagement platform, documenting in a care management 
system. They do not develop the institutional knowledge that comes from operating inside a system where those tools speak to one another. The 
human expertise and technological capability develop in parallel rather than in combination. The result, as one health plan CMO described it, is "AI that 
makes us more efficient at the wrong things."²
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