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Foreword

Paying for Coverage by Cutting reimbursement  
It has been nearly one year since the landmark healthcare reform legislation was passed by Congress and signed 

by President Obama, and most healthcare leaders have made some decisions about how it will affect them and 

their business. In short, the Patient Protection and Affordable Care Act will have a significant impact on the 

operational performance and strategic direction of hospitals, health systems, physician groups, and payers 

throughout the country. 

Although there is a strong consensus among CEOs on the potential impact of PPACA on financial performance 

(58% expect deterioration), the HealthLeaders Media Reform Readiness Survey shows there is very little 

consensus among leaders on other aspects of PPACA. For example, while 66% of respondents are opposed 

to repealing PPACA, 71% support repealing portions of the law.

Many other questions in the survey also reveal a split opinion or lack of consensus. I believe the healthcare leaders’ 

mixed opinions on PPACA are a reflection of their support for the expansion of access to care under the law; 

however, they are concerned with how the law pays for access expansion through the reduction of payment to 

physicians and hospitals, its lack of emphasis on physician and nurse workforce expansion, and the absence of true 

delivery system reform in the bill.  

As healthcare leaders, we need to do a much better job of articulating what parts of PPACA we can support and 

what parts need to be repealed, amended, or added into the law in order to preserve the best of this country’s 

healthcare system while enhancing the value we get from that spending through dramatic improvements in 

quality and efficiencies. 

We have been presented with a unique opportunity to positively impact the state of healthcare in our country.  

In order to achieve this objective, healthcare leaders must speak with a singular, consistent voice. I hope we seize 

this opportunity.

Dan Wolterman

President and CEO

Memorial Hermann Health System

Houston, TX

Lead Advisor for this Intelligence Report
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Methodology

The Healthcare Leaders Reform Readiness study was conducted by the HealthLeaders Media Intelligence Unit. It is 

part of a series of monthly Thought Leadership Studies. In October 2010, an online survey was sent to the Health-

Leaders Media Council and select members of the HealthLeaders Media audience. Respondents work in a variety of 

settings, including hospitals, physician organizations, health plans, insurers, and government, education, and aca-

demic settings. A total of 289 completed surveys are included in the analysis. The margin of error for a sample size 

of 289 is +/- 5.8 percentage points. 

About The HealthLeaders Media Intelligence Unit
The HealthLeaders Media Intelligence Unit, a division of HealthLeaders  
Media, is the premier source for executive healthcare business research. It 
provides analysis and forecasts through digital platforms, printed publications, 
custom reports, white papers, conferences, roundtables, peer networking  
opportunities, and presentations for senior management.

Intelligence Report Editor 
PHILIP BETBEZE
pbetbeze@healthleadersmedia.com

Publisher
MATTHEW CANN
mcann@healthleadersmedia.com

Editorial Director
RICK JOHNSON
rjohnson@healthleadersmedia.com

Managing Editor
BOB WERTZ
bwertz@healthleadersmedia.com

Intelligence Unit Director 
ANN MACKAY
amackay@healthleadersmedia.com

Senior Director of Sales
Northeast/Western Regional Sales Manager
PAUL MATTIOLI
pmattioli@healthleadersmedia.com

Media Sales Operations Manager
ALEX MULLEN
amullen@healthleadersmedia.com

Copyright ©2010 HealthLeaders Media, 5115 Maryland Way, Brentwood, TN 37027 • Opinions expressed 
are not necessarily those of HealthLeaders Media. Mention of products and services does not constitute 
endorsement. Advice given is general, and readers should consult professional counsel for specific legal, 
ethical, or clinical questions.

Upcoming Intelligence 
Report Topics

Electronic Health Systems

Planned Capital Expenses

HealthLeaders Media  
Industry Survey

advisors for this intelligenCe rePort
The following healthcare leaders graciously provided guidance and insight in the creation of this report.

Dan Wolterman
President and CEO
Memorial Hermann Health 
System
Houston, TX

Gary Tiller
CEO 
Ninnescah Valley Health  
Systems
Kingman, KS

Michael Riordan
CEO
Greenville Hospital 
System
Greenville, SC
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Respondent profile

Respondents represent titles from across the various functional areas, including senior leaders, clinical leaders, operations leaders, 

financial leaders, marketing leaders, and information leaders.  Nearly one-half of the respondents have senior leader titles.  They 

are from a mix of hospitals, physician organizations, health systems, health plans, government, and education.

| Title

0

10

20

30

40

50

2% 
Information 

Leaders

8%
Marketing 

Leaders

4% 
Financial 
Leaders

18% 
Operations 

Leaders

21% 
Clinical 
Leaders

45%
Senior  
Leaders

Senior Leaders | Administrator, Chief Executive Officer, Chief Financial Officer, 
Chief Information Officer, Chief Medical Officer, Chief of Staff, Chief Operations 
Officer, Executive Dir., Partner, Board Member, President, Principal Owner

Clinical Leaders | Chief of Oncology, Chief of Orthopedics, Chief of Radiology, 
Chief Nursing Officer, Dir. of Clinical Services, Dir. of Emergency Services, Dir. 
of Inpatient Services, Dir. of Intensive Care Services, Dir. of Nursing, Dir. of 
Rehabilitation Services, Service Line Dir., Dir. of Surgical/Perioperative Services, VP 
Clinical Quality, VP Medical Affairs (Physician Mgmt/MD), VP Nursing 

Operations Leaders | Asst. Administrator, Chief Counsel, Chief Compliance Officer, 
VP/Dir. Compliance, VP/Dir. Human Resources, VP/Dir. Operations/Administration, 
Dir. of Patient Safety, Dir. of Purchasing, Dir. of Quality, Dir. of Safety

Marketing Leaders | VP/Dir. Marketing/Sales, VP/Dir. Media Relations 

Financial Leaders | VP/Dir. Finance, Dir. of Revenue Cycle

Information Leaders | Chief Medical Information Officer, Chief Technology Officer, 
VP/Dir. Technology/MIS/IT

Base = 289

Base = 118 (Hospitals)

| Number of Beds

1–50 21%

51–199 37%

200–499 28%

500–999 12%

1,000+ 2%

| Place of Employment

Hospital 41%

Physician Org.  
(MSO, IPA, PHO, Clinic) 22%

Health System (IDN/IDS)  20%

Health Plan/Insurer 
(IHMO/PPO/MCO/PBM)  11%

Government,  
Education/Academic 6%

Base = 289

 | Number of Sites

1–5 22%

6–20 31%

21–49 20%

50+ 27%

Base = 59 (Health systems)

2% 
Other
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Healthcare leaders seem resigned to live with the Patient Protection and Affordable Care Act, 

but that doesn’t mean they are happy with it. In fact, they want to see specific changes to the act 

in lieu of a full repeal, chances for which seem remote, even with Republican gains in the recent 

mid-term elections. 

The HealthLeaders Media Reform Readiness survey explores deeply into the thoughts and 

opinions of healthcare leaders concerning various parts of the law, and what they’re doing to 

prepare for its implementation over 

a number of years. Specifically, we 

asked respondents to weigh in on 

a variety of issues and problems in 

healthcare today as they relate to 

the execution of the act, from poor 

coordination of care to increased 

access to reimbursement rates and 

beyond. They are certainly taking the 

act seriously, with 85% saying their 

organization’s leadership team is 

actively planning to deal with PPACA 

provisions.

The positives
For a poll focusing on a law that 

many CEOs see as increasing their 

administrative and regulatory 

burden, perhaps it’s surprising that 

so many respondents expect positive 

outcomes, even though that attitude 

certainly doesn’t pervade the majority 

of opinion. Still, they are worth 

looking at. 

Reform Readiness:  
Making Work or Making it Work?

What Healthcare Leaders Are Saying
“Forcing people to purchase health insurance is unconstitutional.” 
—Chief financial officer of a health system 

“ I have some grave concerns about what I hear from community 
employers in terms of paying the penalty and not providing health 
insurance for their employees.”

—Executive director, partner for a physician organization

“I do not feel that the current indigent population will sign up for 
health benefits. It will be cheaper to pay an annual fine, if the govern-
ment can manage to collect the fines. With disproportionate-share 
payments going away, I do not feel that community hospitals with 
large indigent populations will be able to survive.”
—Quality director for a midsize hospital

“The independent rate-setting commission, which takes Congress 
out of the loop, will end up forcing hospitals to close due to federal 
reimbursement reductions that are not realistic.”
—CEO of a health system

“Each player will have a preservation instinct for their turf because 
they feel under assault. This will not help [the] hospital-physician 
dynamic.”
—Administrator of a physician organization

“Clinical integration is a great means of aligning physicians and 
hospitals and makes sense no matter what the future holds.”
—Executive director, partner for a physician organization

“We are already integrated, but more physicians will now join the 
integrated model, which will improve coordination of services.”
—CEO for a health system

AnAlySiS
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 AnAlySiS (continued)

For instance: 

• 39% expect the nation’s healthcare efficiency to improve after 2017

• 45% expect the nation’s quality of healthcare to improve after 2017

• 50% expect the nation’s access to healthcare services to improve after 2017

• 65% do not anticipate administrative inefficiency because of government reform efforts

“We’ve put the down payment on a movement toward 

a new healthcare system for this country,” says Dan 

Wolterman, president and CEO of 14-hospital 

Memorial Hermann Health System in Houston and the 

lead advisor for this report.

One provision of the law that has garnered a lot of 

attention from leaders, even though it is only featured 

in legislation as a demonstration project, is the concept 

of accountable care organizations . 

Of respondents who aren’t currently part of an ACO, 

69% say they will be in the future. Of course, what 

an ACO is has only been loosely defined, and many 

different parts of the delivery system—from health plans 

to hospitals to health systems to multispecialty group 

practices to independent practice associations—think 

they can survive, if not thrive, within the framework. 

Such strong interest in the ACO model suggests that 

those who have been in healthcare for a long time 

“understand that the fragmented care that is being 

delivered is not in the patient’s best interest and is not 

sustainable long term,” Wolterman says. 

Do you consider your organization 
part of an accountable care 
organization?

59% 
No

41% 
Yes

Those who answered No were asked:

Do you expect your organization will 
become part of an accountable care 
organization in the future?

31% 
No

69% 
Yes
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“If you’re a large group practice with a hospital, you’re one way,” he adds, referring to the 

optimal makeup of the ACO. “If you have 14 hospitals and 114 delivery sites, as we do in our 

marketplace, you go another way to get there.”

Of course, 60% of healthcare leaders say neither 

the quality nor the efficiency of healthcare at their 

organization will get any better under healthcare reform. 

While Greenville (SC) Hospital System CEO Michael 

Riordan doesn’t necessarily agree with that pessimistic 

assessment, he does have concerns that efficiency still 

hasn’t been addressed in the law. 

“It does a good job of handling coverage, but I’m not sure 

how the cost gets out of the system,” he says. “One of the 

things I’ve been keeping an eye on is Massachusetts. The 

state has done a great job of extending coverage, but they 

haven’t cracked the cost part of it.”

Another health system CEO sees tough times for specialists, but doesn’t expect the law to hurt 

his rural system too significantly on the financial front. 

“They’re really shoving the medical home 

idea. I agree with that. The specialists 

hand you off one to the other and nobody 

coordinates the care,” says Gary Tiller, 

CEO of Ninnescah Valley Health Systems, 

the operator of 25-bed Kingman (KS) 

Community Hospital, which also owns a 

home health group and a physician clinic 

in Kingman.

 AnAlySiS (continued)

 

58%

Improve Stay relatively  
unchanged

Deteriorate

11%

30%

What impact will PPACA have on the financial 
strength of your organization?

The Positives:

39% expect the nation’s healthcare 

efficiency to improve after 2017

45% expect the nation’s quality of 

healthcare to improve after 2017

50%	expect the nation’s access to 

healthcare services to improve after 2017

65% do not anticipate administrative 

inefficiency because of government  

reform efforts
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“The specialists are going 

to take it in the shorts,” 

he says. “Little guys like 

us—we’ll be fine. The fallacy 

in the thing is that every 

business in the world is 

built around volume.”

Making Things Worse?
One of the more 

concerning aspects of 

the survey results deals 

with leaders’ answers 

to two questions about 

the nation’s healthcare 

quality and its efficiency. Some 61% think that by 2017, when most of PPACA’s provisions will 

be in effect, efficiency will either deteriorate or stay the same. Meanwhile, 54% think that quality 

will either deteriorate or stay the same. Not exactly a ringing endorsement for a law that was 

supposed to improve these critical elements necessary for cost reduction. One consensus shared 

by many respondents is that the feds have created an insurance solution but are far off base in 

creating a health quality and efficiency solution. 

“You can’t afford access unless you fix the delivery system first, which is dealing with too few 

docs, not enough nurses, and meanwhile, fee-for-service encourages doing lots of procedures 

instead of prevention and wellness,” says Wolterman. “They’ve left the old financial incentives in 

place while hoping to get access.”

Perhaps the opposition to the law by health system leaders can be explained by the fact that 

58% say the financial strength of their organization will deteriorate under PPACA. That might 

be bad for health organizations, but it is arguably good for the country, as healthcare inflation 

continues at an unsustainable rate. Perhaps because of that expected deterioration in financial 

 AnAlySiS (continued)

After 2017, when most of PPACA’s provisions are scheduled 
to have been implemented, rate whether the following will 
improve, stay relatively unchanged, or deteriorate:

Improve 
(1) (2)

Stay relatively 
unchanged 

(3) (4)
Deteriorate 

(5)

The nation's healthcare efficiency 14% 25% 23% 19% 19%

The nation's healthcare quality 15% 30% 25% 14% 15%

The nation’s access to healthcare 
services 23% 27% 18% 15% 18%

My organization's delivery of  
efficient healthcare services 14% 26% 31% 17% 12%

My organization's delivery of  
quality healthcare services 15% 25% 39% 13% 8%

My community's access to  
healthcare services 18% 26% 26% 16% 13%
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strength, 38% of healthcare leaders expect to cut services and 39% expect to cut staff because of 

government reform efforts. But of course the legislation wasn’t necessarily designed to make 

healthcare leaders happy. 

“There’s huge potential for unintended consequences in this thing,” says Tiller, expressing a 

belief shared by many respondents to the survey. “Employers will drop insurance. I don’t think 

you could have choreographed it any better.”

grounds for Repeal?
A high percentage of healthcare leaders (43%) didn’t 

support the act as written, and now that it’s law, only 

34% would like to see it repealed. Still, some 71% are 

focused on specific parts of the act that, in their opinion, 

need repeal or at least revision. Such targeted changes 

may be more realistic because, even with a Republican 

majority in the House now, a full repeal seems unlikely. 

“There are some very good aspects of the bill—particularly the part that enhances access to the 

system,” says Wolterman. “Healthcare senior leaders understand that to fix the broken system, 

we do have to fix access, but the bill is fundamentally flawed. It won’t address cost escalation or 

delivery system reform because it’s still based on fee-for-service.”

Responding to the survey’s open-ended questions, one 

physician practice administrator suggested repealing the 

rules eliminating caps on lifetime benefits along with 

the additional enrollment in Medicaid that will result. 

He thinks those rules will force major private payers to 

shut down. Another suggested that the creation of the 

independent rate setting commission should be repealed 

because it takes Congress out of the direct equation for 

setting reimbursement. The commission “will cause 

 AnAlySiS (continued)

Should PPACA be repealed? 

34% 
Yes

 66% 
No

Should some elements of  
PPACA be repealed?

71% 
Yes

 29% 
No
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many hospitals to shut down due to federal reimbursement rate 

decisions that are not realistic,” that health system CEO says. 

One respondent suggests that expanding Medicaid rolls as a 

vehicle to improve access won’t improve hospitals financially 

unless federal and state governments pay the actual cost of care. 

However, another suggests that the law doesn’t go far enough, 

saying universal coverage is the only solution that will work 

long term. 

Several invoked the individual insurance mandate, saying it’s 

unconstitutional, but Greenville’s Riordan argues the whole 

thing falls apart without the mandates, which aren’t strong 

enough, in his opinion.

“It doesn’t work without the mandates,” he says. “It doesn’t take long to figure that math out. If 

there’s a real intention to cover everyone, the mandate becomes a mathematical need.”

Others were okay with the mandate in principle but still say the penalties for not obtaining 

health insurance for both employers and individuals are not strong enough for either and are 

set up to cause huge migration from commercial plans funded by employers to the public rolls. 

Count Wolterman among that cohort.

“The pay-or-play provisions on both the employer and individual are set much too low,” he says. 

“Incentives are strong for employers to opt out, which is why I don’t believe in the intermediate 

term that the number of uninsured will go down. In fact, we run a very good chance that they 

will go up as employers opt out.”

Philip Betbeze is senior leadership editor with HealthLeaders Media. He can be reached at 

pbetbeze@healthleadersmedia.com.

15% 
No

85% 
Yes

Is your organization’s 
leadership team actively 
planning to deal with 
PPACA provisions?

 AnAlySiS (continued)
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Net
Support

Strongly 
Support

(1)
Support

(2)
Neutral 

(3)
Oppose

(4)

Strongly 
Oppose 

(5)

Patient-Centered Outcomes 
Research Institute 67% 27% 40% 19% 8% 6%

Accountable Care Organizations 
Pilot Program 58% 19% 39% 27% 11% 4%

Mandates that require individuals 
to purchase health insurance 53% 22% 31% 11% 16% 19%

Health insurance exchanges 52% 17% 35% 27% 12% 8%

Medicare ban on physician-
owned hospitals 49% 25% 24% 21% 17% 13%

Expansion of Medicaid 44% 19% 25% 19% 19% 18%

Independent Payment Advisory 
Board 32% 10% 22% 32% 17% 20%

Survey Results

FiGURE	1 | Support of Patient Protection Act

Q |  Do you support the Patient Protection and Affordable Care Act (PPACA)?

Base = 289 

FiGURE	2 | Level of Support for PPACA Elements

Q |   Rate your level of support for the following PPACA elements:

Base = 289

43% 
No

 57% 
Yes
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Improve 
(1) (2)

Stay relatively 
unchanged 

(3) (4)
Deteriorate 

(5)

The nation's healthcare efficiency 14% 25% 23% 19% 19%

The nation's healthcare quality 15% 30% 25% 14% 15%

The nation’s access to healthcare 
services 23% 27% 18% 15% 18%

My organization's delivery of  
efficient healthcare services 14% 26% 31% 17% 12%

My organization's delivery of  
quality healthcare services 15% 25% 39% 13% 8%

My community's access to  
healthcare services 18% 26% 26% 16% 13%

FiGURE	5 | Impact of PPACA’s Provisions After 2017

Q |   After 2017, when most of PPACA’s provisions are scheduled to have been 
implemented, rate whether the following will improve, stay relatively unchanged,  
or deteriorate:

Base = 289

 Survey Results (continued)

FiGURE	4 | Repeal of PPACA Elements

Q |  Should some elements of PPACA be 
repealed?

Base = 289

Q |  Should PPACA be repealed?

Base = 289

FiGURE	3 | Overall  Repeal of PPACA 

34% 
Yes

 66% 
No

71% 
Yes

 29% 
No
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 Survey Results (continued)

Base = 289

FiGURE	6 |  Impact of PPACA on Financial Strength of Organization

Q |   What impact will PPACA have on the financial strength of your organization?

58%

Improve Stay relatively  
unchanged

Deteriorate

11%

30%

	 	
	

FiGURE	8 | Personally Part of 
 Planning Team

Q |  Are you personally a member of this 
planning team?

Base = 246 (Among organizations actively planning)

Q |  Is your organization’s leadership 
team actively planning to deal with 
PPACA provisions?

Base = 289

FiGURE	7 | Leadership Actively Planning 
 for PPACA Provisions 

15% 
No

85% 
Yes

33% 
No

67% 
Yes
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 Survey Results (continued)

	 	
	

FiGURE	10 | Expect Organization Will 
 Become Part of an  
 Accountable Care Organization

Q |  Do you expect your organization 
will become part of an accountable 
care organization in the future?

Base = 171 (Among those not part of an ACO)

Q |  Do you consider your organization 
part of an accountable care 
organization?

Base = 289

FiGURE	9 | Organization Part of  
 Accountable Care Organization

59% 
No

41% 
Yes

31% 
No

69% 
Yes

Q |  Do you believe changes your organization makes in response to reform efforts will 
better align the hospital/system with physicians?

Base = 289

FiGURE	11 | Reform Effort Changes Will Better Align Hospital/System With Physicians

37% 
No

63% 
Yes
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0 10 20 30 40 50 60

                                                                                                 52%

                                                                           43%

                                                                           43%

                                                    33%

                                    26%

                            23%

 Survey Results (continued)

FiGURE	12	| Increase in Physician Alignment Strategies Due to PPACA

Q |  Which of the following physician alignment strategies do you expect your 
organization to increase due to the enactment of PPACA?

Base = 289

Physician employment

Other contracting relationships

Clinical co-management

Acquiring medical groups

Paid directorships

Gainsharing

0 10 20 30 40 50 60

                                                                                                               57%

                                                                            42% 

                                                                     39%

                                                     32%

                                  24%

 10%

FiGURE	13	| Alignment Strategies Currently in Place

Q |  Which of the following physician alignment strategies does your organization 
currently have in place?

Base = 289

Physician employment

Paid directorships

Other contracting relationships

Acquiring medical groups

Clinical co-management

Gainsharing
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 Survey Results (continued)

FiGURE	16 | Percentage Reduction in Administrative Inefficiency

Q |   By what percentage will your organization reduce administrative inefficiency 
because of government reform efforts?

Base = 102 (Among those who anticipate reduced administrative inefficiency)

	 	
	

FiGURE	15 | Reduction of Administration 
 Inefficiency Due to  
 Reform Efforts

Q |  Do you anticipate that your 
organization will reduce 
administrative inefficiency because 
of government reform efforts?

Base = 289

Q |  Will your organization reorganize 
departments or services in 
anticipation of government reform 
efforts?

Base = 289

FiGURE	14 | Reorganization of 
 Departments/Services in  
 Response to Reform Efforts

44% 
No

56% 
Yes

65% 
No

35% 
Yes
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 Survey Results (continued)

FiGURE	18 | Percentage Reduction in Clinical Inefficiency

Q |   By what percentage will your clinical staff reduce clinical inefficiency because of 
government reform efforts?

Base = 115 (Among those who anticipate reduced clinical inefficiency)

0
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1% –10% 11% –20% 21% –30% 31% –40% 41% –50% Greater 
than 50%

38% 38%
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FiGURE	17 | Reduction of Clinical Inefficiency Due to Reform Efforts

Q |  Do you anticipate that your clinical staff will reduce clinical inefficiency because of 
government reform efforts?

Base = 264 (Among applicable)

56% 
No

44% 
Yes
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 Survey Results (continued)

	 	
	

FiGURE	20 | Anticipation of Service Cuts 
 Due to Reform Efforts

Q |  Do you anticipate that your 
organization will cut service because 
of government reform efforts?

Base = 289

Q |  Will an increase of insured patients 
under PPACA also increase the 
utilization of health services at your 
organization?

Base = 271 (Among applicable)

FiGURE	19 | Increase of Insured Patients 
 Will Increase the Utilization of  
 Health Services

23% 
No

77% 
Yes

62% 
No

38% 
Yes

Q |  Do you anticipate that your organization will reduce staff because of government 
reform efforts?

Base = 289

FiGURE	21 | Anticipation of Staff Reductions Due to Reform Efforts

61% 
No

39% 
Yes




