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Ten Trends That Will Shape Healthcare Strategic Priorities in 2015 
 
By Guy M. Masters and Steven T. Valentine, The Camden Group 
 

 
 

 

1. Physician Engagement: Partners with 
Aligned Incentives  
   
New care models and payment methodologies 
associated with healthcare reform, clinical 
integration, and population health management will 
require more tightly aligned financial and clinical 
incentives between hospitals and physicians. 
Initiatives in these areas must be physician-led to 
achieve sustained success clinically and 
financially. The trend of employing physicians will 
continue for most hospitals and health systems 
(some estimates anticipate upwards of 70 to 80 
percent of physicians could be in employed 
arrangements with hospitals medical groups, 
health plans, or other healthcare entities in the 
next five years). 

 

In the boardroom: 

 Are your clinical integration and care model 
redesign initiatives physician-led? 

 Is your hospital/system aligning with the “right” 
physician partners? How do you know? 

 Does your hospital/system monitor individual 
physicians based on cost and outcomes 
metrics? 

 Does your hospital/system have a method and 
plan for effectively integrating new and 
acquired physicians into the culture and care 
delivery models of the organization? 

 How effectively does the organization engage 
physicians today? What measures and 
indicators does the board see to validate this? 

 Are physician and hospital incentives aligned 
across the care continuum? 

 

The healthcare landscape of 2015 will be shaped by 
changing economic, political, competitive, regulatory, 
demographic, technology, consumer, and other factors. 
This will impact hospitals, health systems, physicians, 
and other stakeholders financially, clinically, and 
operationally. The 10 trends selected for this article are 
the result of our experience nationally with board 
members, physician leaders, and senior executives 
from healthcare organizations of all different types and 
sizes. Please consider the potential impacts of these 
trends on your organization for policy decisions, as well 
as strategic and financial plans in 2015. 

Steven T. Valentine 
President 

The Camden Group 

 

Guy M. Masters 
Senior Vice President 
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2. Revenues, Operating Costs, and 
Financial Sustainability 

  
In spite of the current positive general economic 
situation, rating agencies have recently declared 
the outlook for the non-profit healthcare sector as 
negative. Many factors contribute to this, including 
weak hospital top-line growth, static inpatient 
volume expectations, declining operating margins, 
and current and expected revenue impacts of 
healthcare reform. Compounding this further are 
ACA cuts, sequestration, and reimbursement 
changes from value-based payment 
methodologies. A renewed focus on reducing 
operating costs is essential in 2015 to achieve 
financial sustainability. Many hospitals/systems 
should target reducing operating costs by an 
additional 5 to 8 percent over the next two years, 
focusing on reducing duplication, non-clinical staff, 
and non-core expenditures; streamlining 
processes; maximizing group purchasing; 
eliminating waste; and other activities.  
 
In the boardroom: 

 Has your organization achieved breakeven on 
Medicare reimbursement yet?  

 Closely monitor key financial and operating 
metrics (e.g., payer mix, bad debt, supply 
expenses, salaries/wages/benefits, FTEs, 
financial performance of ambulatory services, 
and employed physicians).  

 Have you begun to monitor covered lives 
(defined populations) and cost of care per 
episode? 

 Does your finance team monitor indicators of 
the rate of change from fee-for-service to 
payment-for-value in your market and its 
impact on your financials? 

 Are you prepared to reorganize services to 
align with evolving payment models? 

 What is the organization’s long-term risk for 
access to capital? What options have been 
discussed to mitigate this risk? 

 Is your finance team proactively addressing 
underperforming service lines, businesses, 
and other assets? 

 

3. Care Model Redesign and Clinical 
Integration  
 
Delivering high-quality healthcare in a cost-efficient 
way is the primary objective of redesigning care 
models and clinically integrating providers. One 
medical executive with significant population health 
management experience explained the philosophy 
that created success for their group when he 

stated, “An inpatient admission is the failure of 
outpatient care until proven otherwise.” This 
approach to care provides a framework for 
processes, people, and resources to be deployed 
to achieve quality outcomes in the most cost-
effective setting possible. 2015 will see more 
organizations (hospitals, medical groups, and 
others) create/join ACOs and clinically integrated 
networks. This expansion will require investments 
in infrastructure to support new systems and 
processes of care, the most significant of which will 
be for information technology to provide real-time 
access to relevant data in a timely manner. 
 
In the boardroom: 

 Does the board consider if the organization is 
transforming in concert with payment change? 

 Are physicians actively and effectively 
participating in the care redesign process? 

 Does the hospital/system have experience with 
bundled payments, shared savings incentives, 
global payments, ACOs, or direct employer 
contracts? 

 How has the hospital fared under CMS’s 
value-based payment or readmission penalty 
programs? 

 

4. Employer Exchanges and Health Plans  
 

Employers in 2015 will focus on finding solutions to 
continuously increasing healthcare costs. Self-
insured employers will look for options including 
direct contracts with providers, shared savings 
models, spending threshold guarantees, reference 
pricing for high-priced procedures (e.g., cardiac, 
orthopedics, cancer), and private exchange plans. 
Enrollment in public and private exchanges will 
increase in 2015 as people and companies are 
willing to experiment and explore new options for 
health insurance. Employers will continue to cost-
shift to employees by offering plans with higher co-
payments and deductibles, and by moving from 
defined benefit to defined contribution models. 
 
In the boardroom: 

 Does your hospital have contracts with plans 
that participate in public and/or private 
exchanges? What is the financial and clinical 
experience with these plans? Continuously 
monitor enrollment levels, inpatient/outpatient 
service use rates, payment rates, patient 
satisfaction, and future market potential for 
these contracts. 

 Do you have any direct contracts with 
employers? How are these performing? 

 Do you manage the healthcare of your own 
employees and dependents? If so, can you 
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transfer this experience to other employers in 
your area? 

 

5. Competitive Positioning: 
Consolidations, Affiliations, and 
Partnerships  
 
2015 will see further consolidation in 
hospitals/systems, medical groups, ancillary 
services, health plans, and post-acute providers. 
Most consolidation will be driven by the need for 
critical mass, to fill gaps in the continuum of 
services offered, to reduce operating costs per 
unit, to streamline transitions in care, and to 
expand geographic outreach. Some arrangements 
will be opportunistic to create financial, operational, 
and clinical synergies; others will be to ensure 
survival. We are now seeing many large 
“affiliations without merger” relationships among 
large systems. Many of these affiliations are in the 
form of clinically integrated networks among 
hospitals or systems that agree to align and share 
varying degrees of financial risk and clinical 
programs. They affiliate in order to design care 
models and processes that improve quality of care, 
reduce costs, standardize care based on best 
practices, and aggregate data to improve 
outcomes. These affiliations require less time and 
effort to create than full mergers, and participants 
do not give up control of their organizations nor 
merge assets, and can usually opt-out if needed. 
Some of these affiliations may lead to full-on 
mergers if the experience is successful and 
beneficial.  
 
In the boardroom: 

 Are there current competitors in your market 
that may become your partners in the future? 

 Do you anticipate considering alignment with a 
partner at some point to create scale, increase 
geographic outreach, clinically integrate, 
improve access to capital, or for some other 
purpose? 

 Do strategic discussions with the board 
objectively consider the pros and cons of 
affiliation or other alignment options?  

 

6. Information Technology: Supporting 
New Care Models  

 
2015 has been labeled by some as the time for 
hospitals and physicians to step up to the “third 
platform” of technologies use in healthcare 
delivery. This places emphasis on greater and 
more effective use of mobile devices and apps, 
social media, predictive analytics, and mHealth 

personal toolkits to connect patients to providers in 
direct, streamlined ways. Regarding traditional IT 
systems, 2015 will see significant further outlays of 
capital and human resources to achieve 
interoperability across electronic health record 
systems and data warehouses to better support 
new care and payment models. Investments will be 
required to create data warehouses and health 
information exchanges to support clinical 
integration and population health management. 
Competitive advantage will come from IT systems 
and big data if it can more effectively connect 
providers to one another and to their patients 
anytime, anywhere, on any device, with sub-
second response time, securely. 
 
In the boardroom: 

 Have your IT investments to date generated 
the results and value that you need? 

 Is your IT system and leadership in alignment 
with the objectives of supporting new care 
models, payment methods, and enhancing 
relationships among providers, patients, and 
other stakeholders?  

 Does the organization have a clear vision, 
purpose, and plan for data management and 
use? 

 Do your care model transformations consider 
new uses of technology to engage patients 
and support desired behaviors/outcomes? 

 

7. Transparency and Accountability  
 
There will be a greater push in 2015 for quality and 
pricing transparency as savvy consumers, 
employers, and others want to know what services 
will actually cost and to be able to compare pricing 
and quality across providers for a given procedure. 
CMS has started to release charge, payment 
(price), and quality information via its Medicare 
Provider Utilization and Payment Data files and its 
Hospital Compare and Physician Compare Web 
sites aimed at consumers. The CMS release of 
charge and payment data is one of the strongest 
efforts toward improving price transparency. Many 
states are making efforts to implement all payer 
claims databases, which will significantly boost 
price transparency efforts and consumerism for 
healthcare services. This, linked with the 
proliferation of high-deductible health plans, puts 
healthcare in the “retail” space like never before—
price does matter. Price transparency must be 
inextricably connected to quality clinical outcomes 
as key variables in the value equation. Because of 
these factors, aligning costs, charges, and prices 
should be a major strategic focus for all hospitals in 
2015. 
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In the boardroom: 

 Understand your costs. If you are not cost 
accounting to the procedure level today, now is 
the time to start. This will not only enable price 
transparency, but will support the transition to 
population health models. 

 Can management identify those services that 
are profitable versus those that are not 
profitable?  

 For those services that are not profitable, 
understand why and if there is something the 
hospital can do differently from a cost (or 
revenue) perspective to change the profitability 
for those services. 

 What strategies is management utilizing to 
engage your clinical and administrative staff to 
collaboratively improve quality and control 
cost? 

 Has the chargemaster been analyzed or 
overhauled recently? Is there a consistent 
methodology for setting rates in the 
chargemaster? What external communication 
efforts have been implemented to educate the 
public and your patient base on the initiatives 
and the benefit to them? 

 

8. Workforce/Culture of Accountability  
 
2015 will continue to see layoffs and right-sizing, 
especially in non-clinical staff in order to reduce 
operating costs. Going forward, the baby boomer 
effect will be felt as more skilled clinicians reach 
retirement age. Planning for replacements for 
these personnel must include an eye toward 
balancing skill mix, cost constraints, staffing ratios, 
and flat volumes. 2015 will also bring continuing 
unionization efforts, labor strife, and workforce 
actions throughout the year. When mergers and 
acquisitions occur, there will be downsizing in 
areas where there is duplication. It is essential to 
manage change effectively to preserve smooth 
operational functions, and to bolster morale among 
those left in place. Culture and accountability 
planning and management will be essential to the 
success of mergers and affiliations of all types of 
organizations, large or small. While some may still 
believe that “culture eats strategy for lunch,” our 
experience is that culture and strategy are 
inextricably connected, and one cannot be done 
well at the expense or neglect of the other.  

 
In the boardroom: 

 Each board meeting should address the 
questions: Do we have the right strategic plan? 
Is the strategic plan being implemented 
effectively? (If not, is the right leadership team 
in place?)   

 Are metrics established and monitored to 
evaluate progress on achieving the 
organization’s strategic vision? 

 Does leadership consistently champion a 
culture of excellence, innovation, and personal 
accountability at all levels of the organization?  

 Are management incentives aligned with the 
board’s expectations for change and 
transformation? 

 Are there succession plans for C-suite 
personnel, as well as for other leadership 
levels of the organization? 
 

9. Population Health Management: 
Easier Said Than Done  
 
One of the three basic elements of the Triple Aim 
is to effectively improve the health of populations. 
Nearly every strategic plan we read has one or 
more strategies related to population health 
management. Organizations that take this aim 
seriously will invest in infrastructure elements such 
as technology, data warehousing, predictive 
analytics, care models, care teams, and risk-based 
payment structures that align financial and clinical 
incentives for stakeholders. Physician leaders must 
drive the population health initiatives in order to be 
successful. Patient engagement strategies must be 
developed concurrently in order to create shared 
accountability for wellness, compliance, and 
maintenance of their health. 

 
In the boardroom: 

 Do you have physician leaders willing, skilled, 
and prepared to champion population health 
initiatives? 

 Do you have a roadmap to guide your 
population health efforts toward appropriate 
payer and patient types (e.g., HMO, PPO, 
employers, bundled payment, Medicare 
Advantage, Medicare shared savings, and 
Medicaid)? 

 Have you had a positive experience with 
managing risk and/or the health of a defined 
population (e.g., your own hospital employees 
and dependents)? 

 

10. Governance  
 

2015 will see many organizations grappling with 
board structure and governance issues. These 
issues often come to the forefront when 
organizations merge, align, form joint ventures, 
and create new enterprises with multiple 
members/owners. Boards will need to become 
more streamlined, strategically focused, and 
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composed of individuals with specific knowledge, 
experience, and bases of representation. Systems 
must caution against the tendency to accumulate 
or form numerous boards (or board members) as 
new ventures or acquisitions are consummated. 
Too many boards can create a cumbersome, 
ineffective structure for decision making and 
accountability. Allowing additional board seats for 
each acquisition invites a culture of governance 
that feeds decision making based on individual 
interests versus decision making for the benefit of 
the enterprise. A highly effective, enterprise-
specific board will become a significant competitive 
advantage as hospitals, health systems, ACOs, 
clinically integrated networks, and other creative 
entities are formed with the intent of leading and 
succeeding in providing to consumers the most 
highly preferred healthcare services. 

 
In the boardroom: 

 What is your current mix of experience and 
representation among members of the board? 
Are there gaps that need to be considered to 
fill? 

 How well positioned is the board to set 
effective policy and make sound decisions in 
the evolving environment? 

 What process, policy, membership, or other 
changes to the board should be openly 
considered to ensure sustainability and 
success in the future? 

 Is your board structure set up to facilitate 
accountability at the business-unit level, yet 
lead strategically from the enterprise level? 

 

Final Word/Next Steps 
 
The best use of this article will not necessarily be 
in the list of the 10 trends we have selected to 
cover. Rather, as you have reviewed it, ideas have 
likely come to you regarding trends and factors that 
are unique to your market and organization. 
Assess these ideas as to their potential impacts on 
strategic direction, operations, and clinical 
programs and services. Consider what your 
directors should discuss in your board meetings. 
As fiduciaries for your organization, your 
stakeholders place their trust in you to make 
decisions that result in a sustainable entity. 2015 
provides the opportunity to deliver on that 
expectation to the fullest extent.  

 
 
The Governance Institute thanks Guy M. Masters, M.P.A., Senior Vice President, and Steven T. Valentine, 
M.P.A., President, of The Camden Group, a national healthcare consulting firm, for contributing this article. 
Both are strategic and business advisors to hospitals, health systems, medical groups, ACOs, and integrated 
delivery systems nationwide. They are frequent speakers at industry conferences, board retreats, and other 
strategy advisory meetings. They can be reached at (310) 320-3990, or at GMasters@TheCamdenGroup.com 
and SValentine@TheCamdenGroup.com.  
 
 

■■■ 
 
 

Assessing Independence 
 
By James E. Burgdorfer, Juniper Advisory, LLC 

 
everal recent surveys indicate that nearly 80 
percent of non-profit hospital boards are 
assessing their independence. This means 

they are determining whether to affiliate, combine, 
or remain independent. Only 15 percent of boards 
were considering this a few years ago. This is the 
Affordable Care Act’s (ACA) greatest impact on 
non-profit hospital boardrooms today, and much 
more so than the “flood” of mergers widely 
described in periodicals.  
 
In September 2014, a New York Times article 
described the FTC’s wariness of mergers amongst 

hospitals.1 In this, an economist suggested that the 
ACA has “unleashed a merger frenzy” and that she 
saw antitrust enforcement as a tool to slow the 
“march toward conglomeration.” Perhaps these 
assertions were intended to be forecasts. In any 
event, they are very common misstatements. In 
fact, mergers are being completed at a tepid rate of 
70 to 80 small transactions per year, far below the 
annual rate of nearly 150 in the early and mid-

                                                 
1 Robert Pear, “FTC Wary of Mergers by Hospitals,” The 
New York Times, September 17, 2014. 

S 
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1990s. The hospital industry remains the most 
fragmented major industry in the U.S.  
 
This article focuses on the disconnection between 
the much-discussed and presumed impact of the 
ACA, or the “merger frenzy,” and actual market 
developments. The significance of the large 
proportion of hospitals that are considering their 
independence has been largely ignored, along with 
most of the issues associated with this. As a 
starting point, we will review the reasons boards 
are studying their independence, the approaches 
they are taking, the role of governance, and 
common missteps that are occurring.  

 

Why Assess Independence?  
 
The reasons for considering independence have 
changed significantly over the past 25 years. In 
general, pursuit of this topic has gone from a sign 
of weakness by a relatively few financially 
challenged hospitals, to a widely accepted and 
prudent approach being conducted by the majority 
of hospitals.  
 
During the early and mid-1990s, the emergence of 
managed care produced a perceived need to 
create larger regional systems. Many boards 
considered independence as a result of this 
objective and it drove most of the combinations 
during this period. It resulted in the most active 
hospital merger market of the past 25 years, 
reaching a peak of nearly 200 transactions in 
1997. Despite this, far fewer hospitals were 
considering independence during this time period 
than today.  
 
In contrast, during the early and mid-2000s, 
financial challenges made it difficult for many mid-
sized hospital companies to raise capital. This was 
the motivation for considering independence and 
entering into business combinations. Combinations 
occurred at a greatly reduced rate, approximately 
30 to 50 per year.  
 
Over the last few years, the primary motivation for 
considering independence and combinations has 
been the ACA, specifically the need for economies 
and efficiencies associated with scale. The 
external and pervasive nature of the ACA accounts 
for the dramatic increase in the proportion of 
hospitals considering independence. However, as 
mentioned earlier, this has not resulted in a 
significant increase in the number of completed 
combinations or any change in the fragmented 
structure of the industry.  
 

In addition to the business attributes of scale, there 
are new and added factors causing some to 
consider independence. These center on the 
growing evidence that quality and safety can be 
improved via the replication and standardization 
associated with larger companies. Also, dynamics 
in certain markets (e.g., narrow network formation, 
physician recruitment and behavior, and existential 
risks in states without Certificate of Need laws) are 
stimulating certain hospitals to consider 
independence.  

 

Responses of Participants  

 
The current merger market began three to four 
years ago as passage of the ACA became likely. It 
features mid-sized hospital companies considering 
whether to become part of larger companies by 
affiliating or combining, and larger multi-hospital 
systems seeking growth through acquisitions. 
Beyond these generalizations, the ACA’s impact 
on independence varies significantly by type and 
size of hospital, as follows:  

 Mid-sized hospitals, those with approximately 
$100 million to $700 million in net patient 
revenue (NPR), are actively considering 
independence, as described herein, but not yet 
entering into large numbers of combinations. 
As a group, these hospitals are more 
strategically motivated and their boards are 
less interested in the creation of foundations 
than in the past. 

 Large systems, those with more than $2 
billion in NPR, have become very acquisitive in 
an effort to achieve scale. Correspondingly, 
they are developing much greater skill in 
business combination transactions. Their 
response to acquisition opportunities has 
improved noticeably and they are more often 
commercially reasonable in the transaction 
terms that they propose.  

 Intermediate-sized systems, those with 
approximately $1 billion in NPR, are the most 
enigmatic group. It is difficult for them to 
decide how to respond to the ACA. Often, they 
are too large to, at least so far, consider joining 
a larger company, but too small to be a 

Considering independence has 
gone from a sign of weakness by a 
relatively few financially challenged 
hospitals, to a widely accepted and 
prudent approach being conducted 
by the majority of hospitals. 
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successful consolidator. As a result, this group 
is experiencing the least structural change. 

 Small hospitals, those with $50 million in 
NPR and less, are experiencing dramatic 
decline in acquisition interest from larger 
hospital companies. Many might not be able to 
find a partner at all. With exceptions, this group 
faces a very difficult future.  

 Investor-owned hospital companies appear 
to be losing their advantage in growing through 
the acquisition of non-profit hospitals. This is 
due to intra-sector consolidation that has left 
only nine investor-owned companies, greater 
competition from non-profits for acquisitions, 
and the non-financial demands of strategically 
motivated sellers. The best success for this 
group is coming through their participation in 
buyer joint ventures. 

  

Approaches to Assessing Independence 
 
Secondary research involves a review of one’s 
financial circumstance and market position. It does 
not seek input from market participants (i.e., 
primary sources). Non-profit hospital boards have 
historically relied exclusively on secondary 
research as they considered their independence. 
Generally, it is the first inclination of managements, 
boards, consultants, and attorneys. It is a very 
worthwhile approach and almost a necessity. 
However, if conducted in a vacuum or in the wrong 
hands, it can be used in harmful ways. 
 
Recently this form of analysis has been misused 
by boards to make curious decisions. Particularly 
troubling are those that are based upon forecasts 
of sharply improved operating results, 
notwithstanding very obvious operating and 
financial challenges. Also, this approach is 
sometimes used merely to substantiate the original 
inclination of boards rather than openly explore 
alternatives (more on this as we discuss “missteps” 
later in this article). 
 
Primary research is a developing alternative that 
centers on receiving market input as a component 
of a board’s diligence in considering 
independence. It has only recently become an 
alternative, perhaps because of the greater social 
acceptance of considering independence. By 
seeking real input from market participants, more 
ideas and a greater understanding of reality can be 
achieved. It can also be a very useful tool for 
boards to gauge the market’s relative willingness to 
provide sought-after objectives under affiliations, 
where no ownership or control is exchanged, 

versus business combinations, where some or all 
of ownership and control is exchanged.  

 
Governance  
 
There are important differences in the approaches 
that non-profit boards and corporate boards take to 
the topic of independence that should be noted. 
Non-profit boards are typically made up of 
volunteers who are local, and the composition of 
the board is self-perpetuating. Most notably, board 
members are not elected by owners. As a result, 
while there is no lack of sincerity and 
purposefulness, there is no direct accountability in 
non-profit boardrooms. Additionally, attorneys 
general focus primarily on conversions (i.e., 
combinations between for-profits). Taken together, 
these factors create circumstances under which 
well-intended and earnest board members 
participate in major decisions in an environment 
influenced by group decision-making dynamics, 
ideological thinking, and an absence of 
accountability.  
 
In considering independence, the relationship 
between management and the board differs 
dramatically from the corporate setting. Boards of 
many publicly held corporations exclude CEOs 
from discussions and decisions regarding change-
in-ownership due to the potential for conflict. In 
non-profit hospital boards, just the opposite occurs; 
management usually initiates and leads 
consideration of this topic. This seems appropriate 
given the makeup of boards and the complexity of 
business. It is, however, a point that boards should 
be aware of.  
 
Non-profit boards functioned well in the past when 
hospitals were local missions and even as they 
became local businesses. They are particularly 
adept at philanthropy and local matters. However, 
they are often not functioning as well in responding 
to the structural challenges inherent in the ACA. 
Understandably, their focus often centers on 
avoiding change. As a result, management must 
initiate discussion of this topic in most cases.  

 

Missteps and Transaction Mistakes  
 
Missteps  

 
Missteps are increasing as more hospital boards 
consider independence. These occur both 
publically and privately. In either case, they usually 
lead to a decline in outcomes, value, and missed 
opportunity.  
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Public missteps often involve entering into 
exclusivity arrangements either prematurely or 
inappropriately relative to the public announcement 
related to it. These are occurring frequently. For 
example, recently a mid-sized Midwestern hospital 
announced that it was going to return to the 
merger market to seek a partner after spending a 
full year in exclusive discussions with a major 
academic system regarding a business 
combination. This type of delay under public 
scrutiny need never happen; it is harmful to the 
hospital and the community. Sadly, we doubt that 
management, the board, or the community have 
any awareness of the harm of this sequence or its 
repercussions.  
 
Private missteps are more difficult to detect, but we 
hear of them frequently in our work. They are often 
an outcome of managements and boards relying 
on forecasted dramatic improvements. This, too, 
can lead to poor decisions and decline in value. In 
other cases, illogical transaction structures are 
attempted. These usually reflect well-intended but 
fruitless efforts by boards to retain governance 
independence or significant participation in future 
governance of the combined enterprise.  
 
These missteps generally result from the 
complexity and external nature of the merger 
market. Managements, boards, and consultants 
with little experience in this market often engage in 
time-consuming, expensive, and meandering 
reviews. Group decision-making dynamics and 
ideology only act to compound the challenges.  

 
 

Transaction Mistakes  
 
These have also been occurring at a surprising 
rate, perhaps as high as 20 percent of announced 
agreed-to combinations. These are harmful events 
in which hospital companies, after considering 
independence, select a partner of choice, and 
enter into a letter of intent and make a public 
announcement describing the potential 
combination. However, the transaction does not 
close. These are enormous mistakes that lead to 
loss of value, opportunity, and a whole host of 
operating challenges. They are usually preceded 
by faulty assessments of independence and result 
directly from poorly designed processes regarding 
partner selection.  
 
From a broader view, these missteps and mistakes 
are reflective of early stages of change in a 
fragmented and tradition-bound industry. They 
rarely occur in the corporate world where there is 
greater familiarity with the merger market and 
accountability to ownership.  

 

Final Thought  
 
A significant amount of data has been developed 
that suggests larger hospital companies can be 
more efficient and effective under the ACA. 
However, there has been little discussion of why it 
is so difficult for non-profit boards and 
managements to move forward, notwithstanding 
this evidence. This topic deserves more attention 
and discussion, and this article serves as a starting 
point. 

 
 
The Governance Institute thanks James Burgdorfer, Principal, Juniper Advisory, LLC, for contributing this 
article. He can be reached at JBurgdorfer@JuniperAdvisory.com. 
 

 

■■■ 

 
 

Employers As Healthcare Consumers 
 
By Don Seymour, INTEGRATED Healthcare Strategies 
 
Employers have been trying for decades to relieve 
themselves of the burden of paying for employee 
health benefits. Now, thanks to the Affordable Care 
Act, they have a remedy. Public and private 
exchanges allow employers to do with health 
benefits what has already been accomplished with 
pensions. This puts patients squarely in the 

position of consumers. To succeed under this 
paradigm, boards will need to ensure they address 
the primary needs of consumers: 

 Quality 
 Cost 
 Satisfaction 
 Access 
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To understand the role employers play as 
consumers, a little context is helpful. The U.S. is 
unique in offering employer-based insurance, 
which goes back to World War II. President 
Roosevelt and “big business” had become bitter 
adversaries over issues having nothing to do with 
healthcare. The rest of the developed world had 
either already nationalized healthcare or was 
rapidly moving in that direction. The President, with 
vigorous support from the First Lady, was leaning 
in that direction as well. But Roosevelt recognized 
he couldn’t enter the war at an impasse with 
corporate America, apoplectic over wage and price 
controls. The way forward, he realized, was to 
solve both the national healthcare challenge and 
the big business imbroglio with a single solution: 
employers could entice employees with a new form 
of compensation—healthcare benefits. Indemnity 
plans proliferated, first-dollar coverage was 
universal, and, while Eleanor may not have been 
happy, the war was won with an unprecedented 
ramp-up in production of armaments, munitions, 
and assorted war materials. 
 
A half-century later, corporate America began its 
nascent venture into consumerism. There was no 
way to budget, even a year ahead, for continually 
escalating healthcare benefit expenses whose 
allocation contributed more to the cost of a General 
Motors car than the steel that went into it. 
Corporate executives had seen the data and knew 
there was enormous variation, not just between the 
U.S. and other developed nations, but within the 
U.S. as well. It could not be explained away by 
geographic differences, epidemiology, or any other 
factor. It was blatantly obvious that healthcare in 
the U.S. was bureaucratic, bloated, greedy, and 
either incapable or unwilling to heal itself. 
Frustrated, the same executives then turned to the 
nation’s leading healthcare providers and 
policymakers, imploring them to “fix it.” One 
particular encounter—part fact, part folklore—
stands out as the turning point. Having been 
turned away by yet one more group of healthcare 
experts, these corporate executives realized they 
didn’t need policymakers or clinicians to fix the 
problem. They had the data and their stockholders 
wanted results. Thus, in 1998, the Leapfrog Group 
was created, which provides objective and 
comparative information on providers, and 
employer consumerism was born. 
 
Today, approximately 80 percent of U.S. citizens 
receive their healthcare benefits through their 
employers. Within this cohort, 20 percent now 
subscribe to a high-deductible health plan (HDHP) 
with a savings option. Approximately 50 percent of 
employers offer such plans and the numbers are 

growing at an impressive rate. HMOs, PPOs, and 
point of service plans are all in decline; HDHPs 
with a savings option increased market share an 
astonishing 17 percent between 2006 and 2014.2 
There is every reason to expect HDHPs to 
continue their stratospheric rate of growth. 
 
The impact of this growth in HDHPs on providers 
couldn’t be more clear. The size of the deductible 
varies, but it’s not unusual for it to be $5,000, 
exclusive of certain benefits such as an annual 
physical or a mammography screening. Where it 
gets particularly interesting is in the case of an 
elective procedure (for example, arthroscopic 
surgery on the serving shoulder of a 50-year-old 
weekend tennis player). Under indemnity coverage 
there was little to consider. But if the first $5,000 is 
coming out of your own pocket, the math changes. 
Now it’s between the surgery and the long-
dreamed trip to Paris when you finally retire. 
 

Today under the ACA, employers can set up 
private insurance exchanges, enabling them to 
actively budget for healthcare premium expenses. 
Employers are also increasingly offering additional 
incentives aimed at wellness and prevention. The 
nation’s leading benefits consultants have already 
set up these exchanges and there is every reason 
to expect continued “market share” growth in this 
area. 
 
Employers are pursuing other initiatives as well. 
Consider some of the key initiatives from Walmart 
(1.4 million associates in the U.S.), Disney (current 
healthcare spend is over $1 billion per year), and 
the California Public Employees Retirement 

                                                 
2 The Kaiser Family Foundation and Health Research 
and Educational Trust, Employer Health Benefits: 1999, 
2002, 2005, 2006, 2007, 2008, 2009, 2010. (Data 
released 2010; see 
http://ehbs.kff.org/pdf/2010/8085.pdf); see also KPMG, 
Survey of Employer-Sponsored Health Benefits: 1988–
1996. 

The private exchange isn’t just a 
source for comparative healthcare 
premium shopping—it’s also the place 
you go to assess providers. If quality 
outcomes are 10 percent better and 
the cost is 15 percent lower at Medical 
Center X compared to Medical Center 
Y, then the choice is pretty clear-cut. 
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System (providing health and retirement benefits to 
over 3,000 public employers): 

 Increased HMO offerings 

 Broad and narrow networks 

 Limited PPO reference pricing 

 Chronic disease management 

 Intensive case management 

 Wellness strategies 

 Integrated care delivery 

 Affordable primary care clinics 

 Channeling the highest-quality providers with 
systems and processes supporting efficient 
care 

 Payment tied to outcomes 

 Leveraging volume3 
 
The Dartmouth Atlas has been providing providers 
and employers information on cost and quality 
variation within the U.S. for over three decades. 
The sons and daughters of the Leapfrog Group 
have this information and are using it to “channel” 
their employees to the highest-quality, most 
efficient providers. Incentives may vary, and 
unique arrangements may be constructed between 
select providers and employers. The private 
exchange isn’t just a source for comparative 
healthcare premium shopping—it’s also the place 
you go to assess providers. If quality outcomes are 
10 percent better and the cost is 15 percent lower 
at Medical Center X compared to Medical Center 
Y, then the choice is pretty clear-cut.  
 
Given this backdrop, the following are questions 
boards should be asking relative to local 
employers: 

 To what extent are employers incenting 
employees to assume greater responsibility 
for their own healthcare through: 

o HDHPs with a savings option? 
o Offering wellness incentives (e.g., 

health club membership 
reimbursement)? 

o Forcing them to switch to ACA public 
exchanges? 

 Have they set up a private exchange (e.g., 
Darden and Walmart)? 

 Have they begun to channel employees to 
selected providers? 

                                                 
3 Health Forum Leadership Summit, “The Voice of the 
Purchaser: A Time of High Change,” Barbara 
Wachsman, Senior Executive, Employee Health 
Benefits, Disney and Chair, Pacific Business Group on 
Health; Ann Boynton, Deputy Executive Officer, Benefit 
Programs Policy and Planning, CalPERS; and Sally 
Wellborn, Senior Vice President of Benefits, Walmart, 
July 1, 2014. 

 Have they begun to pressure their insurance 
companies to transition from volume to value 
(most experts believe this will be the tipping 
point for population health)? 

 
It’s still a long ways off, but the time to prepare is 
now. The questions above deal with external 
issues (employer as customer). There is an equally 
important set of internal questions relative to 
employees who are being incented by their 
employers to act as customers. The following steps 
healthcare leaders can take to prepare for a 
consumer-driven market in 2024: 

1. Leaders get the behaviors they exhibit. 
Directors, executives, and physicians must 
be even more diligent in focusing their 
organizations on quality, satisfaction, and 
efficiency outcomes. Structures and 
processes to achieve these results are 
paramount (and the focus of great 
governance), but the proof will be in the 
results. 

2. Board members need accurate, comparative 
board-level scorecards measuring quality, 
satisfaction, efficiency, and other outcomes. 
The key is to start small (a few key indicators 
that everyone understands) and to increase 
complexity and sophistication over time.4  

3. The U.S. cannot compete on cost. Leaders 
shouldn’t fight this trend as it slowly 
materializes. Rather, they should assist their 
patients in accessing the highest-quality, 
lowest-cost care wherever it exists in the 
world. 

4. Despite a mountain of “evidence” to the 
contrary, the U.S. can compete on quality. 
Most Americans still perceive U.S. care to be 
superior to that in other countries, even 
though the economically developed nations 
of the world participating in the OECD 
appear to achieve better results.5 However, 
U.S. consumers are clearly confused and 
frustrated when they attempt to discover 
which provider actually provides the best 

                                                 
4 Excellent examples of board-level scorecards are 
available from The Governance Institute 
(www.governanceinstitute.com). 
5 Whether or not U.S. healthcare is actually superior 
remains debatable. OECD nations outpace the U.S. on 
measures such as quality, longevity, and cost. But they 
have significantly higher primary care provider-to-
population ratios (a public health issue—not an acute-
care issue), rationing mechanisms, and ethnicity 
characteristics that contribute to their results, making this 
an apples to oranges comparison. See the 
Commonwealth Fund 
(www.commonwealthfoundation.org) for more 
information. 

http://www.governanceinstitute.com/
http://www.commonwealthfoundation.org/
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outcomes for the elective procedure they 
require. The data is, at best, difficult to 
analyze on a comparative basis. Leaders 
should instruct their marketing/public 
relations departments to communicate with 

their patients not as “consumers” but as 
sick/injured people with the need for 
information. This means communicating with 
people on a level they can understand.  

 
 
 
The Governance Institute thanks Don Seymour, Executive Vice President with INTEGRATED Healthcare 
Strategies and Governance Institute advisor, for contributing this article. He can be reached at 
don@donseymourassociates.com. 
 

 

■■■ 
 
 

Physician Exposé: The Benefits of Embracing Transparency  
 
By Andrew Ibbotson and Kayla Lounsbery, National Research Corporation 

 
 

 

A growing number of hospital systems in the 
United States are doing the unthinkable. They are 
answering the call for greater transparency in the 
healthcare industry by publishing uncensored 
patient ratings and reviews about their doctors on 
their own Web site. But, is this what healthcare 
consumers are craving? What do hospitals and 
health systems have to gain from such an 
endeavor? And, is this path to increased consumer 
transparency even feasible for most hospitals? 
 

Consumers Love Online Ratings and 
Reviews and So Does Google  
 
You look at ratings. You know how many stars the 
hotel for your upcoming vacation has. You’ve 
chosen restaurants in new cities using Yelp, 
Urbanspoon, or TripAdvisor. What’s more, you 
trust these online reviews, as much as you trust 
the advice of friends and family—or at least 88 
percent of consumers say they do.6 You seek out 
the opinions of those who have gone before you 
because you want the best experience possible. 
Why wouldn’t this apply to healthcare? 
 
Traditionally healthcare has been slow to adopt 
trends from other industries; this isn’t news to any 
of us. But the rise of consumerism is impossible to 
ignore, even for healthcare. Today, 37 percent of 
patients reported avoiding physicians because of 
negative reviews they saw online and 33 percent 
of patients who used online reviews chose their 

                                                 
6 Local Consumer Review Survey 2014, BrightLocal. 

doctor based solely on positive reviews.7 

Consumers are looking at you with a discerning 
eye and you have more power than you may 
realize to control what they find.  
 
Consumers aren’t the only fans of online ratings 
and reviews. Google, the search engine capturing 
over 67 percent of all online search traffic,8 puts 
great stock in them as well. Web sites with the 
most reviews almost always find themselves at the 
top of search engine results, because consumers 
are looking for the kinds of language other 
consumers used in their reviews: “Where can I find 
the best doctor? Where can I get the best care?” 
With the vast majority of healthcare consumers 
turning to search before making an appointment, 
it’s imperative to be at the top of those search 
engine results to drive traffic to your Web site and 
then turn those consumers into patients.  

 
Hospitals and Health Systems Have 
Much to Gain by “Baring It All”  
 
It’s a scary prospect for physicians and healthcare 
executives, putting patient comments out there for 
the world to see. But a scarier prospect still is 
doing nothing, leaving the reputation of your 
healthcare organization and providers in the hands 
of someone else. Physician ratings on third-party 
doctor ratings Web sites are typically based on 
less than 10 reviews per physician. With such a 

                                                 
7 “Study Examines Public Awareness, Use of Online 
Physician Rating Sites,” The Journal of the American 
Medical Association, February 18, 2014. 
8 “comScore Releases August 2014 U.S. Search Engine 
Rankings,” comScore, Inc., September 17, 2014. 
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small sample size, one negative review can 
severely damage a doctor’s overall rating and take 
months or years to repair.  
 
The good news is that you’re already sitting on a 
wealth of untapped ratings and reviews for your 
organization and providers—trapped within your 
patient experience survey data. And because the 
sample size is so much bigger, you can quickly 
paint a far more accurate—and likely more 
positive—picture of the kind of care you provide.  
 
The patient feedback you collect is unique, 
relevant, and current; exactly the kind of content 
consumers in search of a healthcare provider are 
looking for—and always ranks very highly with 
search engines like Google. Simply put, publishing 
provider reviews on your Web site will drive search 
engine results: bringing your providers to the top of 
the list and increasing traffic to your Web site, 
leading to more conversions and appointments.  
 

Any Hospital or System Can Do This and 
It’s Best to Be First  
 
Any great movement requires pioneers. The 
University of Utah Health Care was the first to use 
its patient experience data to publish doctor ratings 
and patient comments on its Web site. Like all 
pioneers, it walked a hard path. The organization 
built its solution from the ground up, using internal 
resources. It took them more than two years to 
accomplish. While the benefits University of Utah 
Health Care is experiencing from the investment 
are certainly worth their efforts, not every hospital 
or system has the time nor resources to dedicate 
to the cause, especially when you consider the 
additional work required to maintain and evolve the 
solution over time. 
 
Piedmont Healthcare took a different approach. It 
licensed a purpose-built reputation management 
software platform to automate the process. Its 
results were fast and impressive. Piedmont 
required only two months to implement the solution 
and, within 30 days of adding this valuable content 
to its physician profile pages, nearly 90 percent of 

Piedmont’s physician profiles jumped to the top 
spot in Google’s search results when searching for 
a physician by name. By comparison, prior to 
implementing this solution, Piedmont’s Web site 
only claimed the top spot for about 40 percent of 
Piedmont physicians.  
 
When considering Piedmont’s top 100 most visited 
physician profiles, Piedmont saw on average a 43 
percent increase in both page views and unique 
visitors just one month after implementing this 
solution. Over the first six months, the increase in 
search engine rankings more than doubled traffic 
to Piedmont’s Web site. Today, the overall average 
Google page rank for Piedmont profiles is 1.2. 
 
There are currently only a handful of hospitals and 
health systems publishing their own patient ratings 
and reviews. This is a trend that’s rapidly gaining 
momentum within the healthcare industry. By being 
the first in your market to put provider ratings front 
and center, you have a chance to establish trust 
and gain loyal customers before competing 
providers can get a word in edgewise.  
 

What’s the Value of Embracing 
Transparency?  
 
Taking a step toward transparency by publishing 
reviews and ratings from your patients on your 
organization’s Web site is an investment. It’s an 
investment in your brand image. It’s an investment 
in your physicians. And it’s an investment in your 
patients.  
 
While it’s nearly impossible to put a price tag on 
your hospital or system’s good name, the value of 
a patient is much more easily quantified. The 
lifetime household healthcare expenditure is 
estimated to be more than $1.5 million for hospitals 
and over $1 million for physician-related expenses, 
according to statistics from the U.S. Census 
Bureau. How many new patients—or really how 
few—does it take to make investing in 
transparency worth it?  
 
It pays to put your best foot forward. 

 
 
The Governance Institute thanks Andrew Ibbotson, Vice President, Reputation, and Kayla Lounsbery, 
Marketing Manager, at National Research Corporation, for contributing this article. To learn more about the 
National Research Reputation solution visit www.nationalresearch.com/reputation or call (800) 388-4264.
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New Publications and Resources  
 
Healthcare Acronyms & Terms for Boards and Medical Leaders, Eighth Edition (General Publication, 2015) 
 
Governance Notes (Governance Support, December 2014) 
 
BoardRoom Press, Volume 25, No. 6 (BoardRoom Press, December 2014) 
 
Making a Difference in the Boardroom: Updated Research Findings on Best Practices to Promote Quality at 
Top Hospitals and Health Systems (White Paper, Fall 2014) 
 
E-Briefings, Vol. 11, No. 6 (E-Briefings, November 2014) 
 

 
To see more Governance Institute resources and publications, visit our Web site. 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Upcoming Events 
 

 
 
 
 
 
 
Click here to view the complete programs and register for these and other 2015 conferences. 
 

 
 

■■■ 

System Invitational 
Four Seasons Hotel 
Austin, Texas 
February 8–10, 2015 
 

Leadership Conference 
The Ritz-Carlton, Laguna Niguel 
Dana Point, California 
March 15–18, 2015 

Leadership Conference 
Boca Raton Resort & Club 
Boca Raton, Florida 
February 22–25, 2015 

 

Upcoming Webinar: Moving Your Organization toward Strategic Cost Transformation 
Thursday, January 29, 2015  
2:00 p.m. Eastern/11:00 a.m. Pacific 
 

The nation’s rapidly changing healthcare system is driving the need for hospitals and health systems to take 
a comprehensive approach to strategic cost transformation. This Webinar will provide an overview of industry 
pressures and practical steps organizations can take to be proactive in addressing the resulting challenges 
and shift to a business model that emphasizes high-quality care at the lowest-possible cost. 

 
 

http://www.governanceinstitute.com/?page=AcronymsTerms
http://www.governanceinstitute.com/?page=GovNotes
http://www.governanceinstitute.com/?page=BoardRoomPress
http://www.governanceinstitute.com/?page=WP
http://www.governanceinstitute.com/?page=WP
http://www.governanceinstitute.com/?page=EBriefings
http://www.governanceinstitute.com/
http://www.governanceinstitute.com/events/event_list.asp
http://www.cvent.com/events/2015-spring-system-invitational-austin-tx/event-summary-60856738cfd44048a8510ba749b20352.aspx
http://www.cvent.com/events/march-2015-leadership-conference-the-ritz-carlton-laguna-niguel/event-summary-76b6245531204be58b42e4ba18672086.aspx
http://www.cvent.com/events/february-2015-leadership-conference-the-boca-raton-resort-club/event-summary-370e07b5c93a4e969a885473f04b8e50.aspx

