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The Health Management Academy, “The Academy” 

The Academy is a leading research and analysis company serving the largest 100 health systems that own or 
operate 1,800 hospitals. The Academy provides services to the C-suite, including research, analytics, health 
policy, consumer research, fellowship programs, and collaboratives. 

The Health Management Academy provides unique, peer-learning, complemented by highly-targeted research 
and advisory services, to executives of Leading Health Systems. These services enable health system and 
industry members to cultivate relationships, perspectives, and knowledge. 

In 1998, The Academy created the first knowledge network exclusively focused on Leading Health Systems. 
This learning model, refined over 16 years of working side-by-side with members, combines peer learning 
(Executive Forums, Trustee Institute, Collaboratives), research (Health System, Consumer, Health Policy, 
Advisory), and leadership development (Leadership Programs and Fellowships).

Hammond Hanlon Camp LLC, “H2C”

Hammond Hanlon Camp LLC (“H2C”) is an independent strategic advisory and investment banking firm 
committed to providing superior advice as a trusted advisor to healthcare organizations throughout the United 
States. The company traces its heritage back almost 30 years through its predecessor organizations, including 
Shattuck Hammond Partners.

H2C’s professionals have a long track record of success in healthcare mergers & acquisitions, capital markets, 
real estate and restructuring transactions, acting as lead advisors on hundreds of transactions representing 
billions of dollars in value. H2C offers securities through its wholly-owned subsidiary H2C Securities Inc., 
member FINRA/SIPC. For more information, go to h2c.com.
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In October 2014, The Academy began conducting a quarterly survey among a panel of 25 C-suite executives 
to monitor the rate of change for important issues affecting the largest health systems. The 25 health systems 
represented by the C-suite respondents operate 96,000 hospital beds in 455 hospitals, average $4.5 billion in 
Net Patient Revenue (NPR), and they are equally representative of single-state and multi-state health systems.   

 �The largest health systems are united around population health management and cost reduction as their 
top strategic priorities.

 �Over the next 12 months, 82% of respondents anticipate further consolidation with most expecting that 
their health system will be a buyer.

 �Networks and alliances for the purposes of broadening the market for population health (65%) and 
achieving administrative savings (81%) are a key focus of the largest health systems.

 �The most prominent reimbursement method remains fee-for-service (85%) with value-based payments 
at 15%. Over the next 12 months, respondents expect fee-for-service payments to decline to 79% with 
value-based payments increasing to 21%.

 �While 100% of C-suite respondents reported that innovation is important in achieving their strategic 
goals, only 37% believe that their health system’s budget for innovation is sufficient.

Key Findings

The Academy - H2C Strategic Survey
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Profile of Participating Health Systems 

 
Priorities

The largest health systems are united around population health management and cost reduction as their top 
strategic priorities. However, only a handful of respondents discussed tactical strategies (e.g., structuring data 
and analytics, supporting innovation, changing culture) that their health system is planning to develop over 
the upcoming year.

Average Net Patient Revenue (NPR)

$4.5 BILLION
Own or operate 455 hospitals with >96,000 beds

56%
Single-State Systems

44%
Multi-State Systems

Representative of the various regions of the U.S.

30%

30%
40%

Population Health

Integration
Cost Reduction

Growth
Value Health Plan

Physician Alignment
Quality of Care

Network Development Acquis i t ion Operating Margins

Culture
Organizational Alignment

Diversification

Customer Experience

Clinical Variation
Data and Analytics

Primary Care

Operations Improvement

What are the top strategic priorities for your health system over the next twelve months?

Results and Discussion

Innovation
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Consolidation Outlook

Over the last 20 years, mergers and acquisitions have been increasing rapidly and are projected to continue to 
rise, resulting in the formation of mega-billion dollar health systems. Consistent with these projections, 82% 
of executive respondents anticipate further consolidation with most expecting that their health system will be 
a buyer.

How likely is it that your health system will participate in a transaction involving governance change 
within the next twelve months?

%
82% of health systems anticipate 

Governance Change
Very Likely 

Likely

Unsure

Unlikely

Very Unlikely

4
7

7

30

52

%
Very Likely 

Likely 

Unsure

%
Very Likely 

Very Unlikely 

Unsure

Likely 

Unlikely 

42

17

17

12

12

How likely is it that your health system will  
be a buyer?

54
38

8

How likely is it that your health system will 
participate in a merger?
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Partnerships and alliances between health systems are also expected to increase as health systems shift focus 
towards population health strategies. Forming a partnership for the purposes of population health enables 
these health systems to come together to offer risk-based products and build a statewide network—drawing 
closer without merging. Most health systems (81%) plan to participate in some form of an administrative 
agreement (e.g., an E-care prospect to expand telemedicine services, an alliance for comparing best practices, 
a joint operating agreement on neonatal and OB services) with the objective of creating a high performance 
network. Alternatively or complementary to forming partnerships with another health system, some health 
systems plan to form an alliance with a non-provider partner (e.g., Walgreens) or with smaller community 
entities.

 

Confidence Index

Generally, executive confidence is high that their health system will take meaningful steps in improving quality 
of care, reducing overall costs, moving towards value-based delivery of care, increasing consumer engagement, 
and increasing their market share over the next 12 months. Some examples of how health systems anticipate 
improving quality of care include: aggressively rolling out medical homes, going through a renovation process 
to enhance patient experience and confidentiality through all private beds, and implementing an EMR for 
better coordination and use of data. Beyond cost takeouts, reducing costs remains a challenge, as the cost 
savings around many initiatives (e.g., population health) can take years to realize. 

For the largest health systems, strategies to enhance value-based delivery of care ranged from putting an 
Optum tool in place for collecting data from partners and managing population health more efficiently to 
applying for a Medicare Shared Savings Plan or increasing risk-based contracts and bundled payments to 
starting an ACO or establishing a health plan. 

How likely is it that your health system will partner with one or more health systems in a network 
for the purposes of population health or in an administrative arrangement other than for population 
health in the next twelve months?

%
Likely 

Very Likely 

Unlikely 

Very Unlikely 

Unsure

11

11

11
46

19

%48

33

7
7

4Very Likely 

Very Unlikely 
Unlikely 

Unsure

Likely 

Network for the Purposes Administrative
 Arrangement
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Planned initiatives around consumer engagement involve: digital medicine, medical home discounts, incentives 
for completing regular preventive screenings, a patient advisory board used in renovation and marketing 
strategies, implementing the MyPortal or MyChart component of Epic, developing an app for patients, working 
directly with employers to improve employees’ access to the health system, and conducting spot surveys.  

With the majority of responding health systems having the largest market shares and operating in mature 
markets, most executives expect that their market share will grow modestly, if at all. However, a few health 
systems expect significant growth in market share due to acquisitions, opening new facilities, community-
based initiatives, primary care initiatives, or growth in lives covered.  

 
The Evolving Payment Model

The most prominent reimbursement method continues to be fee-for-service (average: 85%) with value-based 
payments about 15%. Fee-for-service is comprised of self-pay, Medicare DRGs, Medicaid, and commercial 
payments. Value-based payments include: shared savings ACO, pioneer ACO, Medicare Advantage, Medicare 
Shared Savings Program (MSSP), Medicare bundled payment, partial or full capitation products, Medical 
Home contracts, commercial shared savings, and CMS value-based readmissions. 

Over the next 12 months, respondents expect fee-for-service payments to decline to 79% with value-based 
payments increasing to 21%. These large health systems plan to grow value-based delivery of care in a variety 
of ways, including through launching or expanding Medicaid managed care initiatives, Medicare bundled 
payments, commercial shared savings contracts, Medicare Advantage, HMO, advanced medical homes, MSSP, 
capitation, bundled payment initiatives, and IPAs. 

What are your expectations that your health system will take  
“meaningful steps” in the following areas?

0%

20%

40%

60%

80%

100%

Very LowLowStay the SameHighVery High

Market ShareConsumer EngagementValue-Based CareCost ReductionQuality of CareOverall

90%

70%

50%

30%

10%

45%

39%

14% 2%

84%

93%

30%

63%

7%

82%

26%

56%

15% 4%

85%

37%

48%

15%

52%

41%

93%

54%

15%
27%

4%

69%

7%
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On average, health systems are planning a 6% change towards value-based delivery of care over the next year 
with health systems located in the West planning to make the largest shifts (9%) toward risk-revenue models 
of care delivery.

Currently, what percent of your care delivery is fee-for-service?  
What do you expect your care delivery to look like in twelve months?

0%

20%

40%

60%

80%

100%

Value-BasedFee-For-Service

12 MonthsCurrent

85%

15%

79%

21%

0%

20%

40%

60%

80%

100%

12 MonthsCurrent

EastCentralWestOverall

85% 79% 72%
61%

90% 85% 90% 86%

Currently, what percent of your care delivery is fee-for-service?  
What do you expect your care delivery to look like in twelve months?
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Innovation

Innovations are novel, transformative, and disruptive—they align with the health system’s mission and 
objectives and result in a substantial change in care delivery. An innovation can be an idea, a practice, or an 
object (e.g., technology, device, drug) that is perceived as new by an individual or group. “Innovation is part 
of our core DNA.”

Receptivity towards innovation differs across the C-Suite leadership, administrative staff, employed/network 
physicians, and independent physicians with C-Suite executives perceived as the most open and independent 
physicians perceived as the least open.

Generally, medical staff are perceived to be more skeptical of innovations because of concerns about failure. 
“We have people who have worked in healthcare where the training is don’t make a mistake—I understand 
that clinically but sometimes that is translated into not trying anything different—failed and punished—we 
need to decide where to push the limits.” Receptivity among employed and network physicians varies with 
some very open while others are not open at all. “Generally, the employed physicians are hard to move because 
you have extremes where some physicians want to try the latest product they’ve been cooking up in their 
garage while others have been doing this for 20 years so why change?” Independent physicians are perceived 
as less open, wanting to keep things as they are, particularly the volume-based reimbursement model. “There’s 
a reason that they’re independent in this market.” Others view independent physicians as open to innovation 
because they face different pressures and are willing to adapt to change in order to stay independent.

$
100% of executives agreed:

Innovation is important in achieving their 
health system’s strategic objectives.

A culture of innovation is important.

However, only 37% of executives think 
that their budget for innovation is sufficient.

IMPORTANCE

SPENDING
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Generally, most large health systems do not have a formal budget for innovation—but rather spending on 
research and innovation occurs all over the health system. “We are not like a pharmaceutical company.” 
Innovation is infused into all aspects of the health system—new products, process excellence, innovative 
training for employees, care programs, venture capital investing, marketing, etc. 

Most executives (63%) do not believe that their budget for innovation is sufficient, citing that they are not 
spending enough on innovation in certain areas (e.g., information-based resources). Moreover, some executives 
reported that while the total spend on innovation across the health system may be sufficient, it may not be 
equal across the health system. “Certain places have the lion’s share while others do not—some are R&D 
deserts—so we need to smooth things out.” The differences in perception between COOs and CMOs/CNOs 
on spend related to innovation may also reflect the larger allocation of resources towards clinical innovation. 
Furthermore, other priorities often overshadow innovation, particularly when there is a focus on an immediate 
return. “There has to be a transfer of funds from the hospitals to innovation around population health, 
analytics, ambulatory, etc., but it’s hard to do when we’re on low margins.”

How would you characterize your organization’s receptivity towards innovation?
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20%

40%

60%

80%

100%

ResistantNot OpenNeutralOpenVery Open

Independent PhysiciansEmployed/Network PhysiciansAdministrative StaffC-Suite Leadership

90%

70%

50%

30%

10%

56%

37%

7%

93%

82%

52%

30%
15%
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4%

48%

15%
33% 27%

50%

4%
23%
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The majority of health systems have an organizational strategy to support innovation, many with specific 
business plans and milestone expectations for major projects. “We need organized, empowered innovation—
not chaotic—and we need to be able to track the outcomes of innovation.” Strategies vary across health systems 
and may involve setting up an innovation fund, supporting physicians with their own products, collaborating 
with industry, supporting innovation in particular areas like telehealth and fee-for-value, and establishing an 
educational program to facilitate R&D. “There is no secret sauce in this—what separates winners and others 
is how well innovation is executed.” “The problem is having the discipline and infrastructure to manage 
innovation correctly and not just let it be a bunch of one-off projects.”

Do you think that the R&D budget for your health system is sufficient?

Do you have an organizational 
strategy to support innovation?

If no, how important do you think it is to have an 
organizational strategy for innovation?
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Health systems are split on how to manage innovation. Just over half of the health systems have an executive 
with specific responsibilities related to innovation. A few systems have their CSO or CEO overseeing 
innovation, but many health systems have an executive focused primarily on innovation (e.g., Chief Innovation 
Officer or Chief Innovation Strategy Officer, VP of Innovation, Director of Institute for Health Innovation, 
Chief Learning Officer) or a specific aspect of innovation (e.g., Executive Director of their Research Institute, 
Head of Research, Head of Capital, VP of Patient Care Innovation, VP of Strategy and Customer Engagement, 
VP of Quality, Executive Director of Joint Ventures). Respondents who view having an executive overseeing 
innovation as unimportant tended to have a distributed model at their health system with innovation infused 
into their leadership structure, integrated into day-to-day activities, and owned by the entire executive team.

If no, how important do you think it is to have an 
executive overseeing innovation?

0

1020
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40

100
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70
80

Not Important

Of Little ImportanceModerate

Important
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38%

15%23% 15%
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Does your organization have an executive 
overseeing innovation?
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Hammond Hanlon Camp LLC (H2C) is an enthusiastic sponsor of The Academy - H2C Strategic Survey. 
As an active participant in the healthcare marketplace, we constantly strive to identify and stay abreast of the 
immediate and longer-term trends in the industry and the opportunities for our clients that those trends create 
as they arise and evolve. We are particularly excited to collaborate with The Health Management Academy, one 
of the industry’s leading research and analysis organizations, in the creation of The Academy - H2C Strategic 
Survey. The Survey offers a snapshot of the current thinking of the leadership at some of the Nation’s largest 
and most innovative healthcare systems. In addition, the Survey will accumulate the collective intelligence of 
this group of thought leaders over time as they revisit a number of key questions each quarter. 

Healthcare remains an intensely complex business. Healthcare organizations are adapting to the changes 
stemming from the implementation of the Patient Protection and Affordable Care Act while simultaneously 
preparing to take risk and manage the health of the populations they serve. This dynamic necessitates that the 
boards and senior management teams of these organizations maintain a deep understanding of the underlying 
trends driving the major forces affecting the industry, including reimbursement, operating costs, clinical 
quality, physician and patient/consumer preferences and satisfaction. The observations and insights that 
emerge from The Academy - H2C Strategic Survey will be important indicators of the future direction of the 
healthcare industry and will help to inform the decisions made by healthcare leaders across the country.

The Academy conducts research to identify and monitor trends on key issues relevant to Leading Health 
Systems. In October 2014, The Academy launched a research study for tracking trends on strategic issues 
from quarter-to-quarter. Starting in Q4 2014 through Q1 2016, The Academy will be conducting six quarterly 
interviews with 25 senior health system executives, including: CEOs, COOs, CFOs, CMOs, CNOs, and 
CSOs. This research study, sponsored by H2C, will consist of: (1) tracking questions that will provide insight 
into trends around primary strategic areas; (2) a series of topic-specific questions that allow for more in-depth 
study into a timely, developing topic. The tracking section of the survey is comprised of questions related 
to priorities, consolidation, executive confidence, and the evolving payment model. Innovation—culture, 
investment, and implementation—is the topic for the first survey. A summary of the results and conclusions 
will be published in a report each quarter, and the findings will be presented at Academy meetings.

Methodology

H2C Commentary
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Participating Health Systems*

*Includes 27 health systems to cover non-response or absence


