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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 and 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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The Academy – H2C Strategic Survey
The Academy conducts research on key strategic areas of most interest to the largest health systems. High 
priority topics in 2015 are innovation, consumer and patient engagement, evolving payment models, enterprise 
risk, and health policy.

Starting in Q4 2014, The Academy began conducting quarterly interviews with senior health system executives 
at Leading Health Systems. The survey for the interview consists of: (1) a tracking section that provides insight 
into trends around primary strategic areas; (2) a special topic area that allows for an in-depth look into a timely, 
developing issue. The tracking section of the survey is comprised of questions related to strategic priorities, 
consolidation, quality and costs, consumer engagement, market share, and the evolving payment model. 
Innovation, consumer engagement, ambulatory and real estate strategies were topics of the first three surveys. 

In July 2015, The Academy conducted the fourth round of its quarterly strategic survey among 26 C-suite 
executives. In addition to an in-depth look at physician alignment, the strategic survey continues to examine 
changes in important issues affecting the largest health systems. 

Key Findings

Tracking Survey
 �Most health systems (88%) expect to assume additional risk over the next 6 months.

 �More than three-quarters (77%) of executives interviewed anticipate increasing their outpatient market 
share over the next 12 months.

 � Just over one-half (54%) of executives interviewed rate their consumer engagement strategy as a 3 on a 
5-point scale.

Special Topic: Physician Alignment
 �Most (86%) physician compensation plans include an average of 18% of compensation allocated to  
value-based measures.

 �Over the course of 2015, executives expect to increase their number of employed physicians by 9% 
(from 1,100 to 1,200).

 �Top challenges for physician alignment include improving physician leadership, changing culture, building 
the physician network, and aligning compensation with population health goals.

“Consumers are telling us that they care about convenience and access. It’s no longer,  
‘I come to see you regardless of the fact that interacting with your office is tortuous.’ They are 
not going to tolerate that just because they like the doctor. It’s a huge cultural shift.” (CEO)
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Participating Health Systems*

*Includes 26 health systems to cover non-response or absence

HEALTH CARE
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Profile of Participating Health Systems
With an average $4 billion in Net Patient Revenue (NPR), the 26 health systems, represented by the C-suite 
executives, own or operate 380 hospitals with over 71,000 hospital beds. These health systems are representative 
of the Western (35%), Central (38%), and Eastern (27%) regions of the United States (U.S.), and just over half 
(54%) operate a provider-owned health plan.

Average Net Patient Revenue

$4 BILLION

Own or operate 380 hospitals with 71,166 beds

65%
Single-State 

 Systems

35%
Multi-State  

Systems

54%
Have a Provider-Owned  

Health Plan

Representative of the various regions of the U.S.

35%

27%
38%

Tracking Survey

Consolidation Outlook: Merger and Acquisition Frenzy Continues
With a total transactional value of $356 billion for this year—exceeding the $326.1 billion total for all of 
2014—consolidation in the healthcare sector has reached unprecedented levels across providers, insurers, and 
pharmaceutical, biotechnology, and medical equipment companies. (1) Similarly, the largest health systems 
continue to grow with several planning to acquire a hospital, ambulatory facility, or medical group this year. 

42% of health systems 
anticipate further 

consolidation  
during Q3 2015

Figure 1. How likely is it that your health system will close a 
transaction involving a governance change in the next 3 months?

0
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

Q4 2014 Q1 2015 Q2 2015 Q3 2015

23% 23% 27% 

42% (P) 

Pe
rc

en
t o

f H
ea

lth
 S

ys
te

m
s 

Cl
os

in
g 

a 
Tr

an
sa

ct
io

n

Projection



7The Health Management Academy | hmacademy.com Hammond Hanlon Camp LLC | h2c.com

Partnerships and Alliances: Forming Strategic Relationships to Close Service Gaps

With the changing healthcare 
landscape, health systems are 
increasingly focused on collaborating 
with organizations that enable them 
to expand their geographic reach 
and improve the efficiency of their 
operations.

“We’re in growth mode right now—
forming partnerships with a lot 
of different partners. We are in a 
hypercompetitive environment, so 
we are jockeying—expecting a lot of 
partnerships to form and un-form in 
the next couple years.” (COO)

In particular, many health systems are 
forming partnerships and alliances 
in order to coordinate care and 
leverage data analytic capabilities to 
form clinically integrated networks 
(CINs) and create Accountable Care 
Organizations (ACOs). 

“We are putting together physician 
participation agreements and defining 
how the funds will come in and get 
distributed in the clinically integrated 
components of the organization.” 
(CSO) 

Increasingly, health systems are 
partnering with industry solutions 
providers—who can provide the 
resources and expertise in certain 
areas, such as telehealth, data analytics, 
compound pharmacy, and laboratory administration—to enable health systems to provide higher quality, 
efficient care. In particular, partnering with grocery stores and retail clinics has become more common among 
providers. As of June, CVS Health has partnered with about 60 major health systems—an increase from 41 in 
August 2014—to provide health systems with information on patient prescriptions and visits. (2)

“There is an appetite for closing service gaps. We are piloting a lot of telehealth, and we’re in conversations with 
CVS.” (CSO)

Figure 2. [Provider] How likely is it that your health system will 
partner or form an alliance with a provider for the purposes of 
population health in the next 3 months?

Figure 3. [Non-Provider] How likely is it that your health 
system will partner or form an alliance with a non-provider 
for the purposes of population health in the next 3 months?
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Quality and Cost: Health Systems Expect to Remain in the Top 25 Percentile for Quality

Through a continued focus on 
improving quality of care and reducing 
clinical variation, executives expect 
that their health system will remain in 
the top 25 percentile for the majority 
(average: 66%) of its core quality 
measures in 2015.

Due to continued growth and 
reinvestment in initiatives, such as 
network development and health plan 
expansions, cost containment remains 
a challenge for health systems.

“We didn’t decrease our operating 
structure because our system is still 
scaling up and growing.” (CFO)

“We measure cost at a per member per month basis for the people we serve in our community. We have 
certainly reduced costs in some areas, but costs have increased in others to increase capabilities (e.g., population 
health management).” (CSO)

Consumer Engagement: Shifting Culture to Become Consumer-Focused
With the healthcare landscape changing, consumer engagement is becoming top-of-mind and moving up on 
the priority list for the largest health systems. In an effort to reach more consumers in their market and increase 
access, health systems are working to enhance their digital presence (e.g., consumer portal, mobile apps), build 
telehealth capabilities, increase access through call centers, expand primary care and urgent care, and improve 
the pricing and transparency of their services.

“We rolled out Epic a couple years ago, and the MyChart function has been unbelievable—100,000 folks 
enrolled—facilitating more communication between physicians and consumers. Patients can get prescriptions 
refilled, sign up for wellness and education programs, and self-schedule, and those who make their own 
appointments tend to keep them. We’ve had so much positive feedback from patients and their family 
members.” (COO)

Though most health systems have a consumer engagement strategy, just over half (54%) of respondents rate 
their consumer engagement strategy as a 3 on a 5-point scale (Figure 5a).

“I don’t think that we have begun to scratch the surface of what we could do.” (CFO)

Figure 4. For 2015, in what percent of its core quality 
measures do you expect that your health system will be in 
the top 25 percentile?
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Figure 5a. How would you characterize your 
health system’s consumer engagement 
strategy?

1: No Formal 
Strategy

2

3

4

5: Highly Developed, 
Robust Strategy 

48

35 54

Figure 5b. How would you characterize your 
health system’s culture around consumer 
engagement?

1: Not Focused on 
Consumer Engagement

2

3

4

5: Highly Focused on 
Consumer Engagement 

42

1219

27

Traditionally, healthcare has been designed around the provider, and health systems face many cultural and 
leadership challenges in moving towards a consumer-centric approach.

“One of our challenges is imagining the possible. We struggle with what we are trying to achieve. When you 
look at Amazon and Apple and what is possible now, the potential for us to relate to the marketplace in a 
different fashion is almost unlimited.” (CFO)

Figure 6. Challenges as Health Systems Move to a Consumer-Centered Approach

Understanding the Consumer
“I think honestly, at this point, it’s understanding  

what the consumer wants.” (COO) 

Developing Leadership  
and Structure

“We are hiring leaders from big  
consumer organizations to transform 

the mindset of our organization. 
They have significant experience in 
direct-to-consumer marketing and 

engagement.” (CEO)

Engaging  
Employees 

“Consistency...managing 
around the positive instead 

of never events: culture 
change.” (CMO)

Investing in Resources  
and Tools

“The challenge was not having a robust 
patient portal. We have recently dedicated 

resources to that and a call center to 
enhance engagement—we can’t engage 

patients if they can’t get in.” (CSO)
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Market Share: 77% of Health Systems Anticipate Increasing Their Outpatient Market Share 
As health systems continue to focus 
more on their ambulatory strategy and 
moving care into outpatient facilities, 
many executives (77%) expect that 
their health system’s outpatient market 
share will increase over the next 12 
months (Figure 7). 

“We’re transitioning from inpatient 
to outpatient more rapidly than our 
competitors.” (CSO)

The Evolving Payment Model: Preparing to Take on More Risk
“We are still very much on the fee-for-service side—trying to build the skill set to be ready when the market 
starts to move. It just hasn’t moved as quickly as we might have thought it would have 18 months ago.” (COO)

Over the last three quarters, fee-for-service has continued to be the dominant reimbursement method for the 
largest health systems with fee-for-service payments comprising 84% of health system revenue and value-based 
payments at 16% (Figure 8). In the next 12 months, executives expect, on average, a 5% movement towards 
value-based delivery of care with fee-for-service reimbursement decreasing to 79% and value-based payments 
increasing to 21%.

Figure 8. Currently, what percent of your care delivery is fee-for-service and value-based? What do you 
expect your care delivery to look like in 12 months?

Note: 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.
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Figure 7. What are your expectations that your health 
system’s inpatient/outpatient market share will increase  
in the next 12 months?
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While health care delivery remains largely fee-for-service, most health systems (88%) do anticipate taking on 
more risk through an ACO (59%), bundling (55%), Medicare Advantage (41%), and/or full (18%) or partial 
(14%) capitation.

Figure 9. Does your health system plan to take on additional risk over the next 6 months?

59% ACO
55% Bundling
41% Medicare Advantage
18% Full Capitation
14% Partial Capitation

Special Topic: Physician Alignment

Network Development: Expanding and Integrating Pluralistic Medical Staff
As health systems move towards greater care coordination and managing the health of patient populations, 
they are increasingly focusing on moving care to outpatient settings and growing their provider network, 
particularly for primary care. Consistent with this trend, the largest health systems anticipate increasing their 
numbers of employed physicians from a median of 1,100 in 2014 to 1,200 by the end of 2015. 

“We are all working hard to bring in as much primary care as we can get.” (COO)

However, the costs to acquire physician practices (e.g., buying and maintaining the facility and equipment), 
shortage of primary care physicians, and leakage of patients to outside organizations are just a few of the 
challenges health systems are facing as they expand their network.

“We are more aggressively employing mid-levels than primary care physicians. Primary care is increasingly 
pushed toward the use of physician assistants and nurse practitioners.” (COO)

Moving to Value-Based Delivery of Care:  
Shifting Culture
“Our biggest challenge is building the culture and 
competence for the transition to value-based care. 
There is a battle going on for the hearts and minds of 
physicians” (CMO)

With health systems experiencing rapid growth and 
expanding geographically into other states, integrating 
pluralistic medical staff and creating consistency across 
the health system presents a major challenge.

Figure 10. Challenges Around Physician 
Alignment

Culture and 
Leadership

Network  
Development

Compensation 
Model

Yes 

No

12

88
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“It’s getting consistency across the system. We’re working to become much more standardized in what we 
do. We don’t want to become cookie cutter, but we do want to go to things that are industry-accepted and 
protocols that make sense.” (CFO)

Health systems with academic centers, in particular, are working towards greater organizational alignment.

“We have challenges with aligning academic, research, and patient care missions—the balance of the business 
side versus the academic side of healthcare.” (CNO)

“Within the system it’s the role of the academic physician versus the role of the community physician. In order 
for our physicians to be aligned with the health system, we need a system-wide physician strategy, and we are 
still sorting that out. We have two physician groups: community and academic. The priorities are different for 
each group. Maybe we will have two strategies, we don’t know yet.” (COO)

One executive commented on how the rapid pace of change occurring in healthcare is causing additional strain 
on their relationship with employed physicians. 

“We’re concerned about the general stress on physicians due to the rapidity of environmental change and 
transformation—the regulatory burden, stress, and burnout of our medical staff.” (CMO)

As health systems continue to move towards value-based delivery of care, educating and engaging physicians, 
particularly those that are independent, remains challenging.

“Assisting physicians to move into a world where they are rewarded for keeping people healthier and returning 
people to health, rather than how much they treat patients. It’s easier with employed. We have more face time, 
and we can change the compensation model easier and more rapidly—not necessarily a greater willingness, 
just a difference in our degree of freedom when working with them.” (CSO)

Figure 11. Health System Physician Strategies for Moving to Value-Based Delivery of Care

Value-Based 
Care

Physician
Strategy

• Growth and 
Physician 
Network 
Development

• Leadership 
Structure

• Compensation 
Model

Communication
and Physican
Engagement

• Organizational 
Alignment with 
Culture and Vision

• Integration of 
Pluralistic 
Medical Staff

Culture and Care
Standardization

• Care and Service 
Consistency

• Fluid Care 
Continuum

Paralleling the anticipated increase in employed physicians, health systems recognize the importance of having 
a medical group leader with both a medical background and business expertise. Nearly all health systems have 
a physician leader overseeing their medical group(s) with several health systems having both an administrative 
(e.g., Chief Administrative Officer) and a physician leader (e.g., Chief Medical Officer) that jointly lead the 
employed medical group. 

“We have had trouble finding a physician with business skills. So, we started with this diad structure because 
physicians don’t like to report to non-physicians.” (CEO)
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A strong medical group leader, paired with an effective leadership structure, is crucial for aligning diverse 
medical staff around the health system’s strategy.

“It is important to get the right leadership structure, so that each physician connects to the local practice site, 
to their like specialists in the system, to administrative leaders, and up through the health system. How the 
individual attaches depends on their legacy, culture, and practice size and type, and we need to keep the best 
custom attributes while defining one practice group.” (COO)

“There are three buckets of physicians. The younger physicians who are in tune to change and able to leverage 
technology—embracing it—they’re the future. The older group is just trying to make it to the finish line, and 
they don’t want to participate in anything that changes how they have been practicing for the last 30 years. 
The group in between—they’re going to be around for a while before they can retire but they are angry about 
having to change. They are going to resist it. Finding people who can lead physician alignment—that’s really 
tough.” (COO)

With health systems often having pluralistic medical staff, integrating physicians and creating consistency 
across the health system can be challenging.

“It can be challenging navigating the mix between the independent and employed physicians so that there is a 
fluid care continuum for our patients. (CFO)

Physician Compensation Models: Rewarding Physicians Based on Performance
With the gradual transition to a shared-risk 
environment, health systems are beginning to 
develop and move towards pay-for-performance 
models, particularly for their employed physicians 
and those that participate in their CIN or ACO. 

“We are in a transition phase—working on an 
alternative model for specialty physicians and 
then primary care. By 2016, we hope to have 
an alternative model with value-based metrics.” 
(CMO)

The majority of health systems (86%) have 
some percentage (average: 18%) of physicians’ 
compensation dependent on value-based metrics 
(e.g., HCAHPS, Press Ganey surveys). One health system executive noted this compensation model, based on 
performance, only applies to service line leadership and some division heads.

“We have score cards that have 4 quadrants: quality, patient experience (e.g., HCAHPs), efficiency (e.g., 
clinic wait time), and work culture (e.g., safety attitude questionnaire). We believe our physicians do have 
impact on commitment of the staff. Our employed physicians have incentives to be aligned with all four 
quadrants.” (CMO)

Figure 12. Does your health system’s physician 
compensation model include value-based metrics?

Yes 

No

14

86
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H2C Commentary
At Hammond Hanlon Camp LLC (H2C) we believe that physician alignment continues to be one of the 
most critical components of health system strategy as the industry responds to the rise of consumerism and 
the increasing reallocation of risk among its participants. This quarter’s installment of the Academy-H2C 
Strategic Survey illustrates how the complexity of designing and deploying physician alignment strategies 
is multiplied by the variation in physician practices across the healthcare continuum. Whether employed, 
independent, or academic; early, mid or late career; primary or specialty; hospital-based or office-based in 
the surrounding community, the attributes that describe physician practices are many and contribute to the 
difficulty in developing and implementing effective alignment strategies. The ever-increasing demands placed 
on physicians to master clinical quality, patient satisfaction, efficiency and safety objectives present significant 
challenges for the industry to overcome. 

Building consensus for clinical best practices and changing behavior to incent the adoption of standards—
standards that in many ways will define a health system’s brand—can be painstaking processes requiring the 
investment of considerable time and resources. While adherence to industry standards is necessary to drive 
efficiencies and conformance to industry measures, the art of medicine retains a material element of judgment 
by the practitioner that cannot be fully displaced. Clearly, physician compensation systems are one method of 
encouraging teamwork and the achievement of quality, safety and patient satisfaction objectives. Incorporating 
physician leaders into the management and governance of the health systems where they practice has also 
demonstrated its effectiveness in unifying members of the medical staff in the support of common health 
system goals. 

New ways of thinking are required to incorporate elements of consumerism and risk into the realities of the day-
to-day practice of medicine. The Q3 Academy-H2C Strategic Survey demonstrates that the Academy’s health 
system members are moving rapidly to develop or acquire the capabilities necessary to align with physicians in 
a variety of settings under a number of risk and payment models.

Methodology
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 approximately 25 senior health system executives, including: CEOs, COOs, CFOs, CMOs, 
CNOs, and CSOs. A summary of the results and conclusions will be published in a report each quarter, and 
the findings will be presented at Academy meetings.
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