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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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The Academy – H2C Strategic Survey
In January 2015, The Academy conducted the second round of its quarterly strategic survey among 26 C-suite 
executives. In addition to an in-depth look at Leading Health Systems’ strategies around consumer engagement, 
the strategic survey continues to examine changes in important issues affecting the largest health systems. 
With an average $4.4 billion in Net Patient Revenue (NPR), the 26 health systems, represented by the C-suite 
executives, own or operate 464 hospitals with over 92,000 hospital beds. These health systems are equally 
representative of the Western (31%), Central (38%), and Eastern (31%) regions of the United States (U.S.), and 
about half (54%) operate a provider-owned health plan.

Key Findings
 �After largely focusing on population health in 2014, the largest health systems plan to balance population 
health with other strategic priorities for 2015.

 �Over the next 12 months, 73% of health systems anticipate further consolidation with 35% expecting to 
close a change-of-control transaction during the next quarter.

 �Compared to last quarter, health system executives perceive that movement towards value-based care will 
occur more slowly, anticipating only a 3% increase in value-based payments over the next 12 months.

 �Health systems view consumer engagement as a way to connect with individuals in their market, enabling 
them to become more involved in their own healthcare and creating brand loyalty to the health system.

 �To improve access, the largest health systems are enhancing their digital presence by reinventing their 
website, launching consumer and patient portals, creating mobile apps, expanding their telemedicine 
capabilities, and providing wearable medical devices to consumers.
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Results and Discussion

Profile of Participating Health Systems

Average Net Patient Revenue (NPR)
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Consolidation Outlook: Health Systems Continue to Grow, Partnerships and Alliances Rapidly Rise
Consistent with the strategic priorities shown in Figure 1, the largest health systems continue to focus on 
growth with 23% participating in a transaction involving a governance change during the last quarter of 2014.

Figure 1. What are your health system’s top three priorities for 2015? How do they differ from 2014’s?
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Priorities: Health System Strategic Priorities Become More Balanced in 2015
Moving into 2015, strategic priorities for the largest health systems remain similar. After largely focusing on 
population health management in 2014, these health systems plan to develop their strategies around growth, 
quality, the customer and patient experiences, and physician alignment in 2015.
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Partnerships and Alliances

Partnerships and alliances for the purposes of population health continue to increase rapidly as health systems 
seek to achieve better outcomes while controlling costs. 

“We develop partnerships outside of our health system for pieces that we may not have or may have very thinly. 
For example, we have home health, but not in every region, so we may have to develop a partnership.” (COO) 

Several health systems recently formed statewide networks and population health alliances to offer risk-
based products and share information on “best practices.” Many health systems also formed non-traditional 
partnerships/alliances to facilitate telehealth activities, build their decision support and population health 
technical capabilities, expand kiosks, and place nurse practitioners in grocery store chains. 

Figure 3. [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 12 months? 

Figure 2. How likely is it that your health system will close a transaction involving a governance change 
in the next 12 months?
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provider and/or non-provider for the purposes of population health with 68% 
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Figure 4. [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 12 months?
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The majority of health systems plan to participate in an administrative arrangement with the objective of expanding 
their offerings and becoming an end-to-end provider. Some of these administrative arrangments include: forming 
a Medicare Shared Savings Program with CMS for cardiovascular services, partnering with a local sports team to 
create a Center for Excellence, and expanding clinical service lines such as oncology and behavioral health.

Confidence Index: Only 58% of Executives Believe that Their Market Share Will Increase
Generally, executive confidence remains high that their health system will meet its objectives around quality 
improvement, cost reduction, movement towards value-based delivery of care, and consumer engagement over 
the next 12 months. However, health system executives are less confident about increasing their market share.

Figure 5. [Provider] How likely is it that your health 
system will partner or form an alliance with a 
provider in an administrative arrangement other 
than for population health in the next 12 months?

72% of health systems anticipate partnering or forming an alliance with a provider 
and/or non-provider in an administrative arrangement other than for population 

health with 43% expecting the partnership/alliance to form during the next quarter

Figure 6. [Non-Provider] How likely is it that your 
health system will partner or form an alliance with a 
non-provider in an administrative arrangement other 
than for population health in the next 12 months?

Figure 7. What are your expectations that your health system will meet its objectives in the following 
areas over the next 12 months?
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The largest health systems have an extensive dashboard of quality metrics with 
most tracking their readmissions rate, HCAHPS score, and mortality rate. 
Health systems also collect data on patient satisfaction, infections, harmful 
events, errors, complications, functional status, and preventative health 
screening rates. Among those with a target for reducing costs, health systems 
plan to decrease costs by an average of 3.4% over the next 12 months.

Responding health systems have an average market share of 35% in their largest market. Only 58% of executives 
believe that their market share will increase over the next 12 months. These executives anticipate organic 
growth due to adding models of ambulatory care but also growth due to acquisition, opening new facilities, 
and growth in lives covered.

The Evolving Payment Model: A More Gradual Transition to Value-Based Care
Compared to last quarter, health system executives perceive that movement towards value-based care will occur 
more slowly than previously anticipated. 

“We are working on how to keep one foot in fee-for-service while transitioning to a risk-based world—keep us 
afloat while preparing for the next—timing is tricky because we all thought we’d be in the risk-based world 
much faster.” (COO)  

Among the largest health systems, fee-for-service (average: 85%) continues to be the dominant reimbursement 
method with value-based payments at 15%. Over the next 12 months, executives expect an average 3% change 
towards value-based delivery of care with value-based payments increasing to 18%.

Health systems plan 
to reduce costs by 
3.4% over the next 

12 months.

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?
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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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Consumer Engagement

Defining Consumer Engagement

Generally, health system executives see consumer engagement 
as a multifaceted approach for connecting with individuals in 
their market by providing the relevant information and high 
quality care that these individuals desire. 

“Being able to connect in some way with the consumer by 
providing the type of information and care that the consumer is 
looking for—has to be relevant, easy, and convenient.” (CEO) 

From a population health perspective, consumer engagement is 
a way for health systems to enable individuals to become more 
involved in their own healthcare, particularly before serious 
health complications arise. 

“For us, we are trying to provide greater relevance to everyone. 
Your place to go with all things related to health, not just when 
you’re sick.” (COO) 

With the payer landscape changing, the largest health systems 
recognize the importance of consumer engagement for 
increasing their market share, particularly commercial market 
share. These health systems are shifting towards a consumer-
centric approach and evaluating which services and products 
they can provide that will be valuable to the consumer. 

“We are infusing the system’s brand, access points, and even 
clinical services themselves with ‘the patient will see you now.’”  

However, this consumer-centric approach can be challenging, 
and traditional provider systems are positioned to be disrupted. 

“The challenge is that healthcare has been designed around providers for so long, it’s a tough transition. We’re 
vulnerable for disruption here.” (CMO)

Through improving access, moving towards greater price transparency, and providing a wider array of services 
and options, health systems are seeking to move towards an advisory role and enable consumers to make cost-
effective care choices. 

“In our care transformation and redesign work, we’re very focused on how to engage with consumers in the 
planning and execution of their care and being more responsible for the outcomes. Choice of health plan, 
choice of site of care, and choice of provider.” (CMO) 

Through this approach, consumers are engaged from their experience with the clinical and administrative staff, 
sites, and organization as a whole, creating brand loyalty with the health system. 

“Patient by patient—incredible world class patient service. Having the best service every time and all the time. 
The best advocate for growth is having a tremendous experience for patients.” (CFO) 

Figure 9. Consumer Engagement at 
Leading Health Systems
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Consumer Engagement Initiatives

From mobile apps to e-visits to non-traditional partnerships, the 
largest health systems are utilizing a variety of approaches to engage 
with individuals in their markets. Some health systems are taking a 
multidimensional approach, in which they roll out several consumer 
engagement initiatives as one branded campaign.

To create general awareness of their services and highlight distinctive offerings, health systems are promoting their 
brand through advertising and marketing campaigns and partnerships with local and national sports teams. 

“We’re about to launch a new ad campaign—comes with full pomp and circumstances—we put a lot of thought 
into how we want the consumers to view us.” (CFO) 

From spend on advertising in sports stadiums to Google ads, health systems reported spending an average of 
$8.4 million, or about 0.3% of their Net Patient Revenue (NPR), on advertising during the last fiscal year. One 
health system explained that they have a market research group to enable them to better understand consumer 
preferences across different markets. 

“If you’re going to expand to another state, you can’t assume that those consumers have the same needs. We 
have a whole group on market research to make decisions on where to go.” (CNO)

The largest health 
systems spend $8.4 

million on advertising

Figure 10. Over the next two years, what are your health system’s top three initiatives related to 
consumer engagement?
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Leading Health Systems plan to improve access through a combination of primary care expansion and digital 
strategies. Health systems are creating more access points through acquiring or recruiting primary care practices, 
involving payers and providers in clinically-integrated networks, and placing physicians in retail clinics (e.g., 
minute clinics). 

“We’re deploying an urgent care model and access points across geography to capture information and facilitate 
a relationship with people who have never used our facilities before.” (CEO) 

To simplify scheduling appointments, one health system reported having a clinical call center, in which 
customers can call 24/7 with questions about scheduling, service offerings, etc.
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The largest health systems seek to enhance their 
digital presence through reinventing their website, 
launching consumer and patient portals, creating 
mobile apps, expanding telemedicine capabilities, and 
providing wearable medical devices to consumers. 

“You can see all of your membership data, have email 
dialog with your doctor, pay bills, order prescription 
refills, read about lifestyle info—it’s very robust. Next 
iteration is to make it mobile, more interactive, and 
make it reactive to new data and new information 
that may come in.” (CFO) 

In addition to allowing patients access to their medical 
information, patient portals also enable health systems 
to track their interactions with patients. 

“Easy for us in the MyChart world to measure 
engagement—did they enroll and are they an active 
user? Did they come back in and communicate with 
our physician?” (COO) 

Health systems are also exploring ways to communicate with consumers using mobile technology platforms 
and social media. One large multi-state health system recently created a walking app, in which users can share 
their walking activity with friends. Moreover, the largest health systems are improving access and expanding 
their service offerings through virtual health and e-visits, particularly for primary care. For example, one health 
system is building their pediatric services by providing e-nurse services using a mobile technology platform. 
Health systems are also looking at novel approaches to engaging consumers through wearable monitoring 
devices, such as the Fitbit, in which health information gathered from this device could potentially be utilized 
to enhance the physician-patient dialogue. 

Health systems seek to optimize their patients’ experience through improving quality of care and service. 
Initiatives include: system-wide care management, care transformation, clinical integration, reducing clinical 
and service variation, and forming a patient-family advisory board council. For example, one health system is 
working towards having all their centers with nephrology and cancer service lines use the same equipment and 
software in order to create a consistent patient experience. The largest health systems are also moving towards 
greater community engagement through free health education, health fairs, and screenings.

Structuring and Budgeting for Consumer Engagement

“Consumerism and population health are what our board established as top priorities, so it’s everybody’s 
business.” (CFO) 

Reflective of the cross-disciplinary nature of consumer engagement activities, many health systems have 
consumer engagement located in multiple areas across the health system—typically in Marketing and 
Quality—but also Population Health, Clinical Enterprise, Physician Division/Medical Group, Clinic/Hospital 

Figure 11. Health System Digital Strategies
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Operations, Patient Care Services, Service Excellence, Strategy, Business Development, Finance, Corporate 
Health, IT, and Administrative Operations. 

“We have components of consumer engagement everywhere—health plans, clinics, hospitals. For us, we can’t 
localize it—we’re just trying to make it part of our DNA in everything that we do.” (CSO) 

While most health systems have plans and investments for quality, consumer satisfaction, and brand embedded 
in their strategic plan with a specific executive or committee responsible for that area, many health systems 
consider price transparency a lower priority. 

“Not afraid of it, but we’re not doing much about it. No one is advertising $299 CT scans. We’re aware that 
day is coming, but so far, we haven’t moved in that direction.” (COO) 

Among the health systems that are beginning to consider how to simplify pricing for consumers, one health 
system commented that they are planning to have a one-stop phone number for consumers to call in order 
to understand their out-of-pocket costs. For this initiative, the health system is working towards unifying the 
pricing across the system for 3-4 heavily-utilized, high-cost services (e.g., a colonoscopy).

Over half (62%) of the largest health systems have a budget for consumer engagement. 

“We have our whole capital project around access, digital strategy, brand promise—millions and millions of 
dollars are going into the consumer engagement space.” (CMO) 

In general, health systems’ budget for consumer engagement fell primarily within marketing, but two health 
systems identified their budget within their population health program and clinical effectiveness budget. 

Figure 12. Do you have a budget for 
consumer engagement? 

If no, do you expect that you will have 
one in two years?
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At the same time, some executives noted that it is important to keep spend on consumer engagement balanced, 
as consumers tend to be cost-focused. 

“Best Buy is Amazon’s show room. There’s always a low-cost provider, and we can’t go too high on the amenities 
without running the risk of losing a low-cost position.” (COO)

Among health systems that do not currently have a budget designated for consumer engagement activities, the 
majority (60%) expect to create a budget in the next two years. 

“In two years, we’ll have a new organizational structure within clinical enterprise, major buckets around 
physician services, regional operations, institutes, clinical transformation, etc. Over the next 3-6 months, we’ll 
be redefining it and making sure it’s integrated and hard-wired in the organization, not fragmented.” (CSO) 

In contrast, some health systems expect that spend on engaging consumers will continue to be distributed 
across multiple areas. 

“Consumer engagement touches a number of places, so I don’t expect that we’ll carve out one in the future.” 
(CFO)
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H2C Commentary
The healthcare industry is heavily influenced by continuous regulatory changes impacting reimbursement, 
while simultaneously committing significant financial resources to the pursuit of clinical advancements for 
improving the quality of care and patient safety at all levels. This environment of revenue uncertainty combined 
with the necessity of intense capital investment requires constant innovation by today’s healthcare organizations. 
Recent legislation and market developments have encouraged many healthcare systems to undertake consumer 
engagement strategies that strive to improve health and reduce costs.

Engaging consumers requires many patients to travel steep learning curves as they become increasingly 
responsible for the cost and quality of the healthcare services they purchase. Leading healthcare organizations 
are rapidly deploying the tools to educate consumers so they may participate more actively in managing their 
own health. These tools are complemented by robust efforts to move the healthcare delivery system closer to 
the individual, whether it is through a convenient retail access point, an online physician visit, a wearable 
monitoring device or a provider coming into the home. As the system of care moves further out into the 
community, branding becomes increasingly important. Patients accustomed to identifying with a physician 
or hospital are increasingly finding a distributed system of care under a single brand supported by a growing 
number of quality and outcomes measures. Clearly demonstrating differentiated quality and outcomes will help 
to generate brand loyalty. More transparent pricing coupled with rising deductibles and co-pays, however, will 
conspire to challenge consumers’ brand loyalty as their determination of brand value becomes an increasingly 
important factor in purchasing decisions.

The Q1 2015 Academy-H2C Strategic Survey illustrates the heightened emphasis placed on consumer 
engagement and the progress that the Nation’s leading healthcare systems are making in the implementation of 
their consumer engagement strategies.

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. 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 a 
more in-depth look 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) was 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.



15The Health Management Academy | hmacademy.com           Hammond Hanlon Camp LLC | h2c.com

Participating Health Systems*

HEALTH CARE

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