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Foreword

Capital thoughts  

As Bob Dylan once sang, “the times they are a-changin.” In healthcare, we know they are changing, but when that 

change will occur and what it will look like is unknown. So what does that have to do with capital expenditures? 

The answer is: everything. Anytime a market is in major flux, capital spending is more conservative, and rightly so. 

The intent of capital spending is to get a return on your investment, position yourself in the market, or restructure 

your organization. If an organization is uncertain as to what will define success in its industry in the future, its 

ability to target capital expenditures in support of any of the three objectives is severely hampered.  

The current risky capital environment can be attributed to a number of factors:  

• The Great Recession, which is receding at a slow rate and will be with us for an unknown period of time

• The rebound of the market after it tumbled starting in 2007, thus improving balance sheets, but not to the 

levels prior to the market dropping

• The uncertainty as to how healthcare reform will continue or be modified

• Restricted access to capital

• Continued reimbursement pressures even without the added impact of healthcare reform

The survey results in this Intelligence Report reflect this turbulence in the marketplace. We live in a world of 

haves and have-nots, and the current and future uncertainty in the market has led to a further wedge between 

the extremes. One survey indicator is the confidence level each organization has in its ability to secure funding. 

Half of the survey respondents (50%) answered that they had high confidence; those who reported moderate 

confidence totaled 39%; and those with low confidence totaled 11%. Those in the middle are likely looking into 

the future and identifying if they are a differentiated niche player that can remain successful in the long term, or if 

they should be joining up with a system that is positioned for the long term.  

The great unknown is what model of care will be successful in the long run. We know the model will be different 

than the current one, which is mostly based upon fee-for-service reimbursement. Any change will require a 

comprehensive restructuring of the hospital business model. What that will look like is yet to be determined; 

however, some changes are already occurring, including:

• Risk takers focusing on integrating systems, not necessarily hard assets

• A waning in the binge of building that was tied to access to capital

http://www.healthleadersmedia.com/INTELLIGENCE/


MARCH 2011  |   2011 Capital Spend: EMR Dominates Budgets pagE 4

 WWW.HEALTHLEADERSMEDIA.COM/INTELLIGENCE   |   ©2011 HealthLeaders Media, a division of HCPro, Inc.

• Increasing investment in IT, which integrates services and improves productivity

• Focusing on product lines and the delivery of patient care across the entire care continuum rather than on the 

acquisition of individual pieces of equipment

The rules have changed for planning capital expenditures, and successful hospitals and health systems will need to 

adjust to these new rules to wisely invest both for themselves and for the communities they serve.

Greg Pagliuzza

Vice president and chief financial officer, Trinity Regional Health System, Rock Island, IL

Lead Advisor for this Intelligence Report

http://www.healthleadersmedia.com/INTELLIGENCE/
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Methodology

The 2011 Capital Spend: EMR Dominates Capital Budgets study was conducted by the HealthLeaders Media In-

telligence Unit. It is part of a series of monthly Thought Leadership Studies. In December 2010, an online survey 

was sent to HealthLeaders Media Council members and select members of the HealthLeaders Media audience. For 

the purposes of this study, respondents were screened to ensure they work in a hospital or health system setting. 

A total of 277 completed surveys are included in the analysis. A margin of error for a sample size of 277 is +/- 5.9 

percentage points at the 95% confidence interval.   

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  
KAREN MINICH-POURSHADI 
kminich-pourshadi@healthleadersmedia.com

Publisher
MATTHEW CANN
mcann@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 ©2011 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 
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Organizations

Patient Safety

Economics of  
Better Care

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

John W. Winfrey
Vice president and CFO
DCH Health System
Tuscaloosa, AL 

Greg Pagliuzza
Vice president and CFO
Trinity Regional Health System
Rock Island, IL

Robin LaBonte
CFO
York Hospital
York, ME 
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Respondent profile

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

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

health systems.

| Title

0

10

20

30

40

50

5%
Financial Leaders

1% 
Information Leaders

21% 
Operations Leaders

23% 
Clinical Leaders

49%
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, Other VP

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

Clinical Leaders | Chief Nursing Officer, Dir. of Clinical Services, Dir. of Emergency 
Services, Dir. of Nursing, Service Line Director, VP Nursing, Dir. of Ambulatory 
Services, Dir. of Inpatient Services, Dir. Of Surgical/Perioperative Services,  
VP Clinical Quality, Chief of Radiology, Medical Director, VP Clinical Services, Chief 
of Oncology, VP Clinical Informatics, VP Medical Affairs (Physician Mgmt/MD)

Finance Leaders | VP/Dir. Finance, HIM Director

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

Base = 277

Base = 191 (Hospitals)

| Number of Beds

1–50 25%

51–199 28%

200–499 36%

500–999 10%

1,000+ 2%

| Place of Employment

Hospital 69%

Health system (IDN/IDS)  31%

Base = 277

 | Number of Sites

1–5 32%

6–20 31%

21–49 16%

50+ 21%

Base = 86 (Health systems)

http://www.healthleadersmedia.com/INTELLIGENCE/
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Though many capital budgets have been affected by the recession, healthcare leaders are committed 

to capital projects. Their focus, though, is less on brick-and-mortar growth initiatives, but instead 

on meeting technology mandates that take effect in less than four years. In fact, according to the 

HealthLeaders Media Planned Capital Expenditures Survey, nearly 39% of respondents are using the 

majority of their capital budget to add electronic medical record systems. 

That’s not surprising, says Greg Pagliuzza, vice president and CFO at Trinity Regional Health 

System, a four-hospital system based in Rock Island, IL, with an annual net operating budget 

of $420 million. Pagliuzza explains that TRHS has the land for a new facility, but has not 

moved forward with any projects 

because, when it ran the numbers, 

it was more economical to renovate 

existing facilities and concentrate on 

technology. 

“A new facility does have a positive 

result with volumes coming back 

… but at the end of the day we have 

to ask, ‘What is the ROI of building 

versus renovating?’ ” he says. “In 

terms of technology, I think we have 

to redefine how we look at growth 

in terms of delivery of care. It’s not 

necessarily just about building or 

getting another CT scanner. We grow 

by drawing in a population that you 

didn’t have previously … that’s why 

EMR investment is growth, because 

you can take that patient and embed 

them in the system.” 

Tech Dominates Capital Budgets as Caution Continues
by Karen Minich-Pourshadi

What Healthcare Leaders Are Saying
39% say EMR systems will receive the majority of capital funds in 
the coming year.

27% say clinical equipment will receive the majority of capital funds 
in the coming year.

10%	say building a new facility will receive the majority of capital 
funds in the coming year. 

58% say between 1% and 10% of their overall budget will be devoted 
to capital expenses in 2011.

7%	say their capital budget has increased 11% to 20% in the 
past year.

9% say their capital budget has decreased 11% to 20% in the 
past year.

48%	say no clinical initiatives will be delayed or reduced in the 
coming year’s capital budget.

18% say they will use bank loans to fund capital projects.

9% describe their financial profile as not profitable, not liquid, and 
with significant debt burden.

43% anticipate that operating income and expenses will increase 
in 2011.

42% anticipate difficulty accessing funds for capital projects in 2011.

AnAlySiS

http://www.healthleadersmedia.com/INTELLIGENCE/
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TRHS isn’t alone in its assessment of construction 

versus technological investment. “We had a major 

project—a patient wing—which has almost been 

permanently postponed for the last five to six years,” 

says John W. Winfrey, vice president and CFO at DCH 

Health System, a $425-million-net-revenue, four-

hospital system in Tuscaloosa, AL. “We’re finding 

our inpatient volumes are dropping … and we are 

really concerned about taking on any major project 

right now because of the uncertainty of the economic 

environment.” While DCH hasn’t grown its footprint, Winfrey notes that it has spent funds 

getting EMR basics in place. 

Though traditionally capital planning budgets are used for expansion, the addition of EMRs, 

as Pagliuzza notes, is a growth opportunity, especially in terms of finances. Providers who fail 

to adopt certified EMR systems or can’t demonstrate “meaningful use” by 2015 will find their 

Medicare reimbursements cut, and they will lose the chance to receive Medicare incentive 

payments for implementation.

“When you look at the dollars that 

could be left on the table, it’s a 

compelling reason to get this done,” 

says Robin LaBonte, CFO at the 

79-bed York (ME) Hospital, which 

has net revenue of $155 million. The 

stimulus money that the hospitals 

receive, she adds, can also be used in 

the future for other capital projects. 

“There aren’t many opportunities like 

these to improve your cash flow and 

still fund future projects.”

 AnAlySiS (continued)

“When you look at the dollars that 
could be left on the table, it’s a 
compelling reason to get this done. 
There aren’t many opportunities like 
these to improve your cash flow and 
still fund future projects.” 

In 2011, do you anticipate your organization will 
have difficulty accessing capital for planned capital 
projects or other organizational needs?

0
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Yes No Not applicable

42%

52%

6%

Base = 277

http://www.healthleadersmedia.com/INTELLIGENCE/
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Although there is cash to be had (and lost) for not meeting 

these new EMR standards, nearly 15% of respondents said 

they are still thinking about delaying their EMR initiatives or 

computerized physician order entry systems. 

“I’m shocked that people believe they can delay this, and I’m 

wondering if these folks have facilities that are in dire financial 

straits,” says LaBonte. “Clinically, with all that’s now being 

measured in terms of quality and patient satisfaction and how 

it will impact reimbursements, you really have to do this just to 

keep up.”

Quality initiatives have truly taken hold at hospitals, too. Fifty-two percent of healthcare 

leaders ranked improvement to the quality of care as their main reason for allocating capital 

funds. Return on investment was the top reason of just 14% of respondents, while 34% cited 

replacement need as the main factor. 

“Healthcare is a service industry, so ROI is often just not talked about. We forget that we are a 

business and we get caught in the trap of not looking at the ROI. We need to use this more as 

part of the decision-making and prioritization process,” says LaBonte.

Pagliuzza echoes LaBonte’s sentiments. “We go through this debate all the time,” he says. “We 

just did it for the purchase of a linear accelerator. The ROI for it wasn’t too exciting, but it’s an 

important piece for the continuum of care—the individual investment isn’t what we looked at 

because it’s part of a larger service line.”

Caution ahead
Technology investment aside, 40% of healthcare leaders say the economy is to blame for the 

elimination of some capital projects for their organization in 2011, and 48% say projects will be 

delayed for the same reason.

 AnAlySiS (continued)

“In terms of technology,  
I think we have to redefine 
how we look at growth in 
terms of delivery of care. 
It’s not necessarily just 
about building or getting 
another CT scanner.”

http://www.healthleadersmedia.com/INTELLIGENCE/
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“The last 18 months there has been a rebound of 

the market and investment portfolios, and that’s 

had an impact on the operating side [for hospitals 

and health systems],” Pagliuzza says. “But we are 

still in the recession, and though people are more 

optimistic, they are not necessarily looking at this 

as going to end, and we have to see how reform 

settles in and affects revenue stream.”

LaBonte and Winfrey agree that much of the 

caution is related to the pending impact of the 

Patient Protection and Affordable Care Act. 

“We just don’t know the effect the Patient 

Protection Act will have on healthcare,” says 

LaBonte. Many healthcare leaders are taking a 

“wait and see approach,” she says. 

Finding Funds
While healthcare leaders try to guess what 

healthcare reform will mean for their revenue 

stream, many providers are still pressing forward 

with capital projects, which means they need to 

secure funds. For those that are pursuing capital 

projects, most (89%) have a moderate to high degree of confidence that they can secure funding. 

Where are healthcare leaders looking for capital funds? Thirty-three percent are using tax-

exempt bonds, 47% charitable donations or endowments, but the most popular resource is 

internal sources of capital at 81%. [Note: Respondents were able to select more than one answer.]

“What we find is that a select group has figured out how to access more capital and others are 

being left behind,” says Pagliuzza. “The market is changing significantly with all the mergers and 

consolidations, and there is more division between the haves and have-nots.”

 AnAlySiS (continued)

By what percentage has your 
capital budget increased or 
decreased in the last year?

Base = 208 
Multi-response

Remained the same 31%

Decrease 38%

   1%–10% 17%

   11%–20% 9%

   21%–30% 5%

   31%–40% 1%

   41%–50% 3%

   More than 50% 2%

Increase 31%

   1%–10% 15%

   11%–20% 7%

   21%–30% 2%

   31%–40% 3%

   41%–50% 1%

   More than 50% 3%

http://www.healthleadersmedia.com/INTELLIGENCE/
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Winfrey adds that many of his counterparts in healthcare have spent the last few years building 

up liquidity and holding on to capital. “They’re now ready to spend down what they have 

because of the conservatism of finance people; they aren’t looking to borrow money if they can 

avoid it. … We don’t want to create new debt,” he says. “We’ll use investments and liquidate to 

fund major projects.”

As the market continues to rebound and hospital and health system margins and investment 

portfolios continue to improve in the coming years, providers may slowly become more willing 

to take on new debt, Pagliuzza says. “Taking on new debt may not be their first choice, but if it 

makes financial sense to do so, we will,” he explains.

Karen Minich-Pourshadi is senior finance editor for HealthLeaders Media.

 AnAlySiS (continued)

http://www.healthleadersmedia.com/INTELLIGENCE/
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None, continued 
with capital 

projects
as budgeted

Survey Results

FiGURE	1 | Impact of Economic Crisis on Capital Projects

Q |  What is the overall impact of the economic crisis on your capital projects for 2011?  

Base = 277
Multi-response

FiGURE	2 | Capital Expenditures

Q |   In the coming year, which area will receive the majority of your capital expenditures?  

Base = 277

0
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20

30

40

50

0
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10
15
20
25
30
35
40

EMR system Clinical  
equipment

Building a new 
wing/addition

Building a new 
facility

Other

39%

27%

16%

10%
8%

Capital projects 
have been  

delayed

Some capital 
projects have 

been eliminated

Capital projects 
have been sent 

out for rebid

48%

40%

7%

29%
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1 –199 200 –499 500+ Overall

Increase 29% 25% 19% 31%

Decrease 46% 27% 52% 38%

Remained the same 24% 48% 29% 31%

FiGURE	4 | Percentage Increase/Decrease in Capital Budget Last Year

Q |   By what percentage has your capital budget increased or decreased in the last year?

 Survey Results (continued)

FiGURE	3 | Percent of Budget Devoted to Capital Expenses

Q |   What percent of your overall budget will be devoted to capital expenses this year?  

Base = 277

0

10

20

30

40

50

60

0% 1% –10% 11% –20% 21% –40% 41% –60% Greater 
than 60%

1%

58%

26%

10%

2% 3%

Remained the same 31%

Decrease 38%

   1%–10% 17%

   11%–20% 9%

   21%–30% 5%

   31%–40% 1%

   41%–50% 3%

   More than 50% 2%

By number of beds

Increase 31%

   1%–10% 15%

   11%–20% 7%

   21%–30% 2%

   31%–40% 3%

   41%–50% 1%

   More than 50% 3%

Base = 277

Base = 191 (hospitals)

http://www.healthleadersmedia.com/INTELLIGENCE/
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1-199 200-499 500+ Overall

Increase 43% 42% 38% 44%

Decrease 46% 28% 52% 38%

Remained the same 10% 30% 10% 17%

By number of beds

 Survey Results (continued)

FiGURE	6 | Clinical Initiatives Delayed or Reduced

Q |   When creating your capital budget for the coming year, which of the following clinical 
initiatives are delayed or reduced? Select all that apply.  

Base = 277 
Multi-response

0

10

20

30

40

50

EHR/EMR CPOE Medication 
management 

Other None

15% 15% 14%

21%

48%

FiGURE	5 | Percentage Increase/Decrease in Capital Budget in the Last Three Years

Q |   By what percentage has your capital budget increased or decreased in the last three years?

Remained the same 17%

Increase 44%

   1-10% 18%

   11-20% 13%

   21-30% 6%

   31-40% 3%

   41-50% 3%

   More than 50% 2%

Decrease 38%

   1-10% 17%

   11-20% 11%

   21-30% 4%

   31-40% 3%

   41-50% 1%

   More than 50% 3%

Base = 277

Base = 191 (hospitals)
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 Survey Results (continued)

0 10 20 30 40 50

                                                                                                                         43%

                                                                           27%

                                                                         26%

      3%

                                    

FiGURE	7	| Operating Income in 2011

Q |  In 2011, do you anticipate your organization’s operating income and expenses will 
increase, decrease, or stay the same?

Base = 277

Increase

Decrease

Remain the same

Not sure

FiGURE	8 | Difficulty Accessing Capital in 2011

Q |   In 2011, do you anticipate your organization will have difficulty accessing capital for 
planned capital projects or other organizational needs?

Base = 277
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42%

52%

6%
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 Survey Results (continued)

0 20 40 60 80 100

                                                                                                     81%

                                                         47%

                                      33%

                                    31%

                  18%

4%

4%

FiGURE	9	| Types of Funding for Capital Projects

Q |  What types of funding will your organization use toward capital projects? 

Base = 277
Multi-response

Internal sources of capital  
(such as operating and non-operating cash flow, investment 

reserves, and divesting or monetizing assets) 

Charitable donations/endowment

Tax exempt bonds

Capitalized leases or equipment pools

Bank loans

Sale of real estate or other illiquid assets

Mix of funding sources

FiGURE	10 | Level of Confidence in Ability to Secure Funding for Capital Projects

Q |   What level of confidence do you have in your organization’s ability to secure funding 
for capital projects?

Base = 277
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50%
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 Survey Results (continued)

FiGURE	11 | Organization’s Financial Profile for External Funding

Q |  How would you describe your organization’s financial profile in terms of eligibility for 
external funding? 

Base = 277

0
10
20
30
40
50
60
70
80

High 
profitability, 

high liquidity, 
and limited 
debt burden

Average profit-
ability, average 
liquidity, and 

moderate debt 
burden

Not profitable, 
not liquid, and 
with significant 

debt burden

Other

22%

64%

9% 6%
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                                                                          78%

                                                                     75%

                            47%

                    42%

   30%

28%

FiGURE	12	| Internal Personnel Involved in Decision-Making Process for Capital Expenses

Q |  Which internal personnel does your organization rely on to offer insight in the 
decision-making process when selecting a capital expense? 

Base = 277 
Multi-response

CFO 

CEO/COO

Hospital board members

Capital planning committee  
(consisting of some or all of the above) 

CIO

CMO
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1st ranked choice 2nd ranked choice 3rd ranked choice

By improvement of quality care 52% 32% 15%

By replacement need 34% 40% 26%

By estimated return on investment 14% 27% 59%

 Survey Results (continued)
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                                                                                 51%

                                             32%

                                     28%

9%

FiGURE	13	| External Resources Relied On for Insight in Decision-Making for Capital Expenses

Q |  Which external resources does your organization rely on to offer insight in the 
decision-making process when selecting a capital expense? 

Base = 277 
Multi-response

Consultant 

Vendor

Accountant/accounting firm

Tax attorney

FiGURE	14 | Prioritization of Capital Needs

Q |   How does your organization prioritize its capital needs? 

Base = 277
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