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• Learn how Denver Health cut length of stay by two-thirds for its difficult-
to-place patients
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34% to 8% through process improvements based on communication, 
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Utah Health Care to reduce hospitalist laboratory utilization by 15% and 
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Actionable data on healthcare costs, integration with care partners, and 

technology to support value-based goals are the top three challenges 

in sustainable cost reduction. These are the clear needs as reported by 

respondents of the 2015 HealthLeaders Media Strategic Cost Control 

Survey, which provides insight into the top financial priorities for 

healthcare leaders across the country. 

Every year, as the Institute of Medicine has reported, hundreds of 

billions of dollars are wasted on unnecessary healthcare services, 

inefficiencies, and excessive administrative costs. That estimate—at least 

30% of the nation’s health expenditures—emphasizes why strategic cost 

control is such an important issue to solve. As our industry shifts toward 

payment models that focus on population health and value-based care, 

the challenge is to better contain costs through operational efficiencies 

in the short-term while redesigning a sustainable clinical and financial 

model for the long-term. 

Understanding true costs of care
The HealthLeaders Media study demonstrates decisively that most 

respondents (68%) are already actively involved in value-based care, or 

plan to be in the near future. This model requires provider organizations 

to determine their true cost of care, which can be a challenge. Indeed, 

60% of survey respondents say that lack of data on care costs is the No. 1 

barrier to achieving sustainable cost reductions. Even forward-thinking 

organizations often wrestle to understand this metric down to the 

patient and provider level of granularity. Why does one physician cost 

more than another to get the same results? 

More than half of respondents see analytics as the solution to this issue: 

53% say analytics support for expense and cost monitoring would deliver 

a big financial benefit. Also, 48% say identifying clinical process variation 

shows promise for both understanding and reducing costs within 

the next three years. A larger percentage, 55%, feel that technology to 

integrate clinical and financial data would help identify and manage 

costs in the future.

Many healthcare organizations are solving data and analytics challenges 

through strategic relationships with payers, including risk-sharing, 

gainsharing, and bundled-payment arrangements. Thirty-six percent 

of survey respondents participate in joint ventures with payer 

organizations today, or plan to in the future. Collaboration with payers 

gives providers access to claims data, which, combined with clinical 

data, provides better support for clinical decision-making at both the 

population and individual level.

PERSPECTIVE 

New Clinical and Financial Models for Long-Term Success 
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By collecting and analyzing larger amounts of data, providers can first 

understand and then work to eliminate costly variations in care.  

Integration with payers and care partners

Integration is a word we hear frequently in healthcare, and survey 

respondents see integration as both a challenge and an opportunity. 

Forty-one percent say that insufficient integration with care partners is 

an obstacle to containing costs. 

This emphasis on integration is another reflection of providers’ 

investment in population health, value-based care, and payer 

collaboration. By working together, providers and payers can combine 

their different areas of expertise to strengthen care coordination and 

integration across care settings. Payers have extensive expertise in care 

management programs, which support patients with costly chronic 

conditions and help high-risk patients determine the best measures 

to improve their health. Care managers often work alongside provider 

teams, providing integrated support for patients who need it the most. 

These joint efforts can have a positive impact on key cost drivers, such as 

unnecessary emergency room visits and hospital readmissions, as well as 

improving coordination across the care continuum. 

Improving quality, managing costs
As expected, the focus on strategic cost control doesn’t come at the 

expense of care quality. A large percentage of respondents, 80%, say 

that quality of care has not declined as a result of any cost containment 

initiatives. Meanwhile, survey respondents have optimistic expectations 

for continued improvements in both cost reductions and contribution 

margin over the next three years. Fifty-two percent expect to see a 

5%–10% average annual percentage reduction in costs in the coming 

years, compared to 42% who achieved that level in the most recent fiscal 

year. Eighty-five percent of respondents estimate that they will achieve a 

positive operating margin in the coming years, compared to 77 percent 

who did in the most recent fiscal year.

Until recently, revenues were based exclusively on treating patients, 

and volume was the desired goal. Today the emphasis is on shared 

cost savings through population health and accountable care. This 

HealthLeaders Media Intelligence Report mirrors our progress on 

aligning all stakeholders toward common objectives. It demonstrates 

the challenges we have already overcome, as well those we still need to 

solve. Accelerating to the finish line will take collaboration, innovation, 

and determination.

Daniel Finke

CEO, Accountable Care Solutions from Aetna

A Healthagen Business

Perspective (continued)
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Methodology

The 2015 Strategic Cost Control Survey was conducted by the HealthLeaders 
Media Intelligence Unit, powered by the HealthLeaders Media Council. It is 
part of a series of monthly Thought Leadership Studies. In March 2015, 
an online survey was sent to the HealthLeaders Media Council and select 
members of the HealthLeaders Media audience. A total of 324 completed 
surveys are included in the analysis. The bases for the individual questions 
range from 173 to 324 depending on whether respondents had the 
knowledge to provide an answer to a given question. The margin of error for 
a base of 324  is +/-5.4% at the 95% confidence interval.
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Respondent Profile

Respondents represent titles from across the various functions at  
hospitals, health systems, and physician organizations.

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

Clinical leaders | Chief of Cardiology, Chief of 
Neurology, Chief of Oncology, Chief of Orthopedics, 
Chief of Radiology, Dir. of Ambulatory Services, 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 Director, Dir. of Surgical/Perioperative 
Services, Medical Director, VP Clinical Informatics, 
VP Clinical Quality, VP Clinical Services, VP Medical 
Affairs (Physician Mgmt/MD), VP Nursing

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

Financial leaders | VP/Dir. Finance, HIM Director, 
Director of Case Management, Director of Patient 
Financial Services, Director of RAC, Director of 
Reimbursement, Director of Revenue Cycle

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

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

Base = 162 (Hospitals)

Type of organization Number of beds

1–199 40%

200–499 38%

500+ 22%

Number of physicians

Base = 48 (Physician organizations)

1–9 27%

10–49 21%

50+ 52%

Region

WEST: Washington, Oregon, California, 

Alaska, Hawaii, Arizona, Colorado, Idaho, 

Montana, Nevada, New Mexico, Utah, Wyoming

MIDWEST: North Dakota, South Dakota, 

Nebraska, Kansas, Missouri, Iowa, Minnesota, 

Illinois, Indiana, Michigan, Ohio, Wisconsin

SOUTH: Texas, Oklahoma, Arkansas, 

Louisiana, Mississippi, Alabama, Tennessee, 

Kentucky, Florida, Georgia, South Carolina, 

North Carolina, Virginia, West Virginia, D.C., 

Maryland, Delaware

NORTHEAST: Pennsylvania, New York, 

New Jersey, Connecticut, Vermont, Rhode 

Island, Massachusetts, New Hampshire, Maine

Title

Base = 324

51%
Senior  
leaders

2% 
Marketing 

leaders

0

10

20

30

40

50

60

19% 
Operations

leaders

20% 
Clinical  
 leaders

6% 
Financial  
leaders

36%

26%

19%

19%

Number of sites

Base = 114 (Health systems)

1–5 19%

6–20 34%

21+ 46%

Base = 324

Health system 50%

Hospital 35%

Physician organization 15%

1% 
Information 

leaders
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Cost containment and revenue cycle activities help shape a healthcare 

organization’s financial viability, driving down costs through thrifty 

spending and process improvements on one hand, and maximizing 

revenues by ensuring that funds owed are actually received using sensible 

practices and IT-based capabilities on the other. While cost containment 

has traditionally focused on purchasing and supply chain efficiencies, 

an increasingly productive and sustainable strategy involves process 

redesign. Revenue cycle has remained relatively consistent in its focus on 

minimizing denials and improving clinical documentation, but a growing 

number of organizations are looking to leverage IT in new ways.

What is abundantly clear, however, is that organizations that are 

unable to determine the true cost of providing care will be hard-pressed 

to navigate the changing and less forgiving financial landscape that 

is coming. Faced with the prospect of declining reimbursements, 

the adoption of risk-based business models, and the move to value-

based care, it is imperative that healthcare leaders have a better 

understanding of their costs. Organizations armed with a deep 

knowledge of costs have the ability to operate in more strategic and 

sustainable ways when it comes to cost containment; those without this 

knowledge are operating in the dark and relying on more conventional 

ANALYSIS

Knowledge Is Power: The Critical Role of Cost Data in Strategic Cost Control 
JONATHAN BEES

“Decisions are made as to clinical efficacy first and then cost management. If 

a service is too costly to keep, there is consideration to drop the service as it 

deters from other services which are accretive to a positive margin.”

—Chief financial officer of a medium health system 

“We focus on key opportunities for improvement and put sufficient resources 

behind efforts to implement and hardwire improvement. We don’t try to do 

everything at once.”

—Chief financial officer of a large health system 

“We have to balance expense reduction without adversely affecting staffing. 

It’s not an ‘either-or,’ but sometimes it sure seems that way.”

—Chief medical officer of a medium hospital 

“Processes are in place to ensure continuity of quality. Cost containment initia-

tives are targeted at standardizing care for same patient populations/same 

conditions, and reduction of supplies (e.g. implants) costs.”

—Chief compliance officer of a small health system 

“We are engaging providers to reach consensus and adopt more cost-effective 

ways of caring for patients that do not jeopardize quality.”

—Vice president of care transformation of a large health system

“Our focus in on the use of evidence-based practice, overutilization and care 

management for our most chronic patients, creative inpatient delivery, and 

expanding coverage for the uninsured.”

—Administrator of a medium health system

WHAT HEALTHCARE LEADERS ARE SAYING
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cost containment and revenue cycle activities that are approaching 

the point of diminishing returns.

Barriers to sustainable cost reductions. Clearly, most respondents to 

our survey (60%) say that lack of data on the true cost of providing care 

is the No. 1 barrier to sustainable cost reductions; that is followed by 

insufficient integration with care partners (41%) and lack of technology 

in place to achieve goals (40%). The strong response regarding lack of 

cost data is an indication that organizations are starting the transition 

to value-based care and the adoption of risk-based reimbursement 

models, and they understand the critical need for cost data in order to 

successfully complete the journey.

Recognizing the need to determine the cost of providing care, and 

actually being able to obtain the data, are two different things entirely. 

Only 5% of respondents say that they are able to determine the true cost 

of providing all care, just 26% say they can do this for most care provided, 

and 54% say they do this for some care provided. The response for those 

who have no true cost data for any care provided comes in at 16%.

While approximately one-third (31%) of healthcare organizations have 

determined the cost of care for either all care provided or most care 

provided, which is encouraging, the fact that 16% are operating in the 

dark does not bode well for these organizations. Looking to the future, 

given that 54% are at least able to 

determine the cost of providing 

some care means that—with some 

work—these organizations should 

be able to make the transition 

successfully.

Peg Burnette, CPA, is chief 

financial officer at Denver 

Health, an integrated healthcare 

network located in Colorado, 

and the lead advisor for this Intelligence Report. She says that having 

an array of data tools helps the cost-tracking process. “We use Lean 

methodology in terms of having events around how to more effectively 

promote proper data tracking. And, for example, we’ve used it for our 

labor productivity system and for our flexible staffing project. Our 

performance-improvement initiatives use Lean tools, or whatever 

performance tool is best.” 

Cost containment and revenue cycle. Survey respondents are evenly 

split on the contribution of cost containment and revenue cycle to 

contribution margins. Thirty-one percent say cost containment is a 

bigger contributor than revenue cycle, and 32% say revenue cycle is bigger 

than cost containment. The remaining 36% say they are equal. These 

“We use Lean methodology 
in terms of having events 
around how to more 
effectively promote proper 
data tracking.”

—Peg Burnette, CPA

Analysis (continued)
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Analysis (continued)

results are comparable to last year’s report where cost containment was 

34%, revenue cycle was 32%, and equal was 35%. 

The parity between cost containment and revenue cycle today indicates 

that healthcare organizations recognize the necessity of addressing both 

aspects in order to achieve margin. Focusing on one more than the other 

could potentially leave money on the table. 

While results are fairly even across settings, there are some differences 

by size. Based on bed count, small hospitals (44%) have a much higher 

response for revenue cycle compared with medium (24%) and large 

(24%) organizations, and similarly, large (42%) and medium (37%) 

organizations have a much higher response for cost containment than 

small (19%).

Smaller organizations tend to focus on revenue cycle, perhaps because 

it is more easily addressed by a single department: finance. Larger 

organizations lean toward cost containment because they have the 

resources to manage the complexity of the undertaking; in addition, 

because of their greater scale, there is an opportunity for greater rewards. 

Our research also indicates that larger organizations, based on net 

patient revenue, are more likely to have determined their true cost of 

providing care, which is a key component of successful cost containment. 

Expectations for the future tell 

a different story, however. While 

revenue cycle activities remain 

relatively constant in importance 

(32% today, 31% in three years), 

organizations will be shifting 

their focus to cost containment 

(31% today, 45% in three years). 

The reality is revenue cycle can 

only get you so far in support of 

margins, while cost containment 

offers potentially greater returns. 

However, the downside is that cost 

containment initiatives are often 

more complex and resource-consuming than revenue cycle initiatives, 

which may be part of the reason why cost containment has been pushed 

into the future.

The rise of process redesign. Purchasing and supply chain efficiencies 

have been a traditional source of cost containment contributions for years, 

and they remain so. The activities cited by respondents for providing the 

highest dollar value in cost containment contributions are purchasing and 

supply chain efficiencies (64%) and process redesign (58%). These results 

“We are putting a lot 
of effort into not only 
understanding our costs, 
but then how to take 
that information and 
redesign care so that you 
can actually measurably  
reduce cost.”

—Robert Pendleton, MD, FACP
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Analysis (continued)

are similar to last year’s report, with the exception that process redesign is 

much higher this year (58% versus 42%) and purchasing and supply chain 

efficiencies is slightly lower (64% versus 67%).

Interest in process redesign is growing, and it may be a sign that 

purchasing and supply chain activities are starting to reach the point of 

diminishing returns. For now, purchasing and supply chain efficiency 

and process redesign are equal parts of most cost containment strategies.

Advisor Burnette says that it’s important to move beyond relying on 

traditional savings targets such as supply chain and instead look at 

processes, because most of the low-hanging fruit has been taken and 

it yields a lesser impact on the balance sheet. “I think if you look at the 

national data, the cost curve has slowed a bit. So I think that you have to 

do continuous improvement on processes or else costs are going to creep 

back up.”

Robert Pendleton, MD, FACP, chief medical quality officer and associate 

professor of medicine at the University of Utah, says, “I think one of 

the challenges on the cost containment side is what happens once you 

address low-hanging fruit such as standardizing and optimizing your 

supply chain. It will be interesting over the next two or three years to see 

how agile organizations can be at containing costs once those items have 

been targeted. At Utah Health Care, we are putting a lot of effort into not 

only understanding our costs, but then how to take that information and 

redesign care so that you can actually measurably reduce cost.”

Not surprisingly, there is a correlation between process redesign and an 

organization’s ability to determine the true cost of care. While 58% of 

all survey respondents cite process redesign as a top cost containment 

activity, among those who say they cannot determine the true cost of care 

for any care provided, the figure is just 49%, while among those who can 

determine the true cost for all or most services, the response is 63%. 

Organizations that are able to determine the true cost of care are better 

equipped to drive down costs using process redesign, while those lacking 

cost data have more difficulty taking it on, and they also have fewer 

options available for reducing costs in other areas. Interestingly, among 

the clinical activities listed in Figure 5, the one with the greatest increase 

compared to last year’s report also involves a redesign of a process—in 

this case, care redesign. The response went from 31% last year to 41% this 

year among those citing it as providing high-dollar value.

Activities driving revenue cycle. Survey respondents highlight the 

importance of effective clinical documentation to strong revenue cycle 

financial contributions, with 68% citing improving clinical documentation 

as the most financially impactful activity by a wide margin. It is followed by 

minimizing denials (51%) and improving preservice collection (44%).  Note 
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Analysis (continued)

that health systems (75%) and hospitals (68%) have higher response rates 

for improving clinical documentation than physician organizations (53%), 

and this also holds true for minimizing denials, with health systems (54%) 

and hospitals (54%) coming in much higher than physician organizations 

(34%).

Burnette points out that Denver Health has recently implemented a 

new EHR system that includes some important revenue cycle benefits. 

“Right now, we’re implementing the Epic electronic medical record. On 

the revenue cycle side, it will give us electronic provider documentation, 

which will result in increased ability to appropriately document and bill 

for services to make sure that we don’t lose anything in a manual process.”

While a major focus of revenue cycle efforts involves relationships with 

third-party payers, organizations are also focused on payments from 

patients. The third-ranked activity to produce the most financial impact 

is improving preservice collection from patients (44%).

The role of IT in cost reduction. IT is expected to play an increasing role 

in delivering financial benefits to healthcare organizations, enhancing 

both revenue cycle and cost containment activities. Our research 

indicates that over the next three years integrating clinical and financial 

data (55%) is expected to be the top IT activity driving cost reduction, 

followed by analytics support for expense and cost monitoring (53%) 

and identifying clinical process 

variation (48%). 

Interestingly, health systems 

(61%) are far more likely to cite 

identifying clinical process 

variation than physician 

organizations (33%), with 

hospitals (43%) falling in 

between the two. Similarly, large 

organizations with net patient 

revenue of $1 billion or more 

(63%) are more likely to mention 

it than medium organizations 

with net patient revenue between 

$250 million and $999.9 million 

(52%) and small organizations with net patient revenue less than $250 

million (40%).

Organizations are looking to IT for an expanding range of activities, 

which is not surprising given IT’s traditional role in tracking and 

monitoring financial results. However, the challenge will be moving IT 

out of finance and into the clinical domain. Use of IT to identify clinical 

“Many sepsis symptoms 
are easily identified using 
computer-based metrics 
that come from the 
patient’s EHR. … All but 
the respiratory rate, which 
is handled by a nurse, are 
automated and can be 
tracked to produce an alert.”

—Allen Weiss, MD, MBA, FACP, 
FACR
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process variation and improve care efficiency and cost-effectiveness is a 

natural part of its evolution.

Allen Weiss, MD, MBA, president and CEO at NCH Healthcare System, a 

Naples, Florida–based nonprofit health network, agrees that IT can play 

an important role in clinical settings, particularly as a tool for predictive 

analytics. Citing an example where NCH Healthcare is using automated 

IT alerts to combat sepsis mortality, Weiss says, “Many sepsis symptoms 

are easily identified using computer-based metrics that come from the 

patient’s EHR. The pulse rate goes up, body temperature goes up, urine 

output goes down, and blood pressure falls. The respiratory rate goes up 

a little bit. All but the respiratory rate, which is handled by a nurse, are 

automated and can be tracked to produce an alert.” Early diagnosis of 

sepsis not only saves lives, but also keeps down treatment costs.  

Quantifying savings from cost reduction programs. Healthcare 

organizations continue to have success in reducing costs, and at least 

for the present, there is no sign they are ready to stop cutting. In fact, the 

numbers show most respondents (55%) say they had cost reductions in 

the most recent fiscal year of 5% or more, and 13% of respondents had 

reductions of 11% or more. 

Interestingly, more for-profit (69%) than nonprofit (53%) organizations 

say they had cost reductions of 5% or more. (For-profits account for 20% 

of the survey respondents.) At the 

upper reaches, though, the results 

are nearly equal, with 15% of for-

profit organizations and 14% of 

nonprofits generating cost savings 

of 11% or more. 

As with other aspects of cost 

reduction, there is a correlation 

between the level of savings 

respondents say they receive 

from cost reduction programs 

and an organization’s ability to 

determine the true cost of care. 

Responses for those with savings of 5% or more are significantly higher 

among respondents who say they can determine the true cost of care for 

most or all care provided (62%), or even just some care provided (62%) 

compared to those who cannot determine the true cost of any care (24%). 

One message from the data that’s very clear: Being able to determine true 

cost of providing care offers a substantial advantage in achieving cost 

reductions.

Despite years of cost cutting efforts, the industry outlook for more cuts 

is particularly robust: 65% of respondents are forecasting average annual 

Analysis (continued)

“I think if you look at the 
national data, the cost 
curve has slowed a bit. So 
I think that you have to do 
continuous improvement on 
processes or else costs are 
going to creep back up.”

—Peg Burnette, CPA 
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cost reductions of 5% or more for the next three years, a 10-point increase 

from the 55% that reported such levels of reductions in the most recent 

fiscal year. In addition, the 13% level of respondents that achieved cost 

reductions of 11% or more in the most recent fiscal year is equal to those 

forecasting that level of cuts in each of the next three years. 

There is little difference among for-profit (64%) and nonprofit (63%) 

organizations that project annual cost cutting of 5% or more in each 

of the next three years, though slightly more for-profits (16%) than 

nonprofits (11%) are forecasting annual cost cutting of 11% or more. 

It is notable that among organizations that are unable to determine the 

true cost of any of their care services, fewer (3%) are projecting annual 

cost cutting of 11% or more in the next three years, while 9% of those 

that can determine most or all of their true costs and 15% of those that 

can determine some of the true costs are projecting such high levels of 

continued cutting. It is likely that those with no idea of their true cost 

of care will have a more difficult time both accurately projecting and 

effectively implementing any of their cost reduction efforts. Indeed, this 

group performs poorly in terms of annual operating margin. 

Operating margin results. Overall survey results show that for the 

most recent fiscal year, 21% of respondents reported negative margin, 

while 2% broke even and 77% had positive margin. Fifty-five percent of 

respondents had positive margins 

in the 1%–5% range, while 22% 

were in the 6% or more category. 

Interestingly, similar percentages 

of for-profits (24%) and nonprofits 

(20%) reported negative margins. 

But for organizations reporting 

positive margin, more for-profits 

(37%) than their nonprofit 

counterparts (18%) were in the 6% 

or more range.

As with cost reduction efforts, 

there is a correlation between operating margin performance and an 

organization’s ability to determine the true cost of care. Consider: For 

organizations with a handle on all or most of the cost of their services, 

just 14% reported a negative operating margin in the most recent fiscal 

year. For those that can determine true costs for some of their services, 

19% posted negative margin. But for those that cannot determine the true 

cost of care for any of their services, fully 40% reported negative margin. 

Similarly, respondents with a grasp of their true cost of care dominate 

the upper ranges of positive margin. For those that can determine all or 

most of the cost of their services, 55% report positive operating margin of 

Analysis (continued)

“Our experience certainly 
has been that when we 
do the right thing for the 
patient, not only are the 
outcomes better but costs 
come down considerably  
as well.”

—Robert Pendleton, MD, FACP
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4% or more; for those that can determine some of their true costs of care, 

it’s just 42%; and for those that cannot determine the true cost of care 

for any of their services, only 24% posted positive operating margin of 

4% or more. Clearly, organizations need to focus on understanding their 

true costs, if not for reasons of transparency, then for reasons of financial 

performance.

Healthcare leaders are familiar with the phrase: No margin, no mission. So 

it is of some concern that 21% of respondents report negative operating 

margin, and 35% fall in the 0%–3% range. Achieving a healthy margin in 

the face of a complex and evolving industry landscape is essential, but 

that will be difficult for the less nimble organizations. One factor that 

turns up repeatedly is the correlation between being able to determine the 

true cost of providing care and delivering strong financial performance—

organizations that understand their costs are more financially viable and, 

therefore, better prepared for the challenges ahead.

The outlook for average annual operating margin over the next three years 

suggests an optimism that, in some cases, may not be well-founded. Only 

9% of respondents project negative annual margin for the next three years, 

which would be an improvement from the 21% reporting negative margin 

in the most recent fiscal year. But how likely is it that organizations that 

are unable to determine care costs for any of their services will shift from 

being a group with 40% operating in the red to just 9%?

Still, for the most part, the 

projections are not unrealistic. 

Positive margins in the upper 

range of 6% or more are steady, 

dipping one point to 20%. The 

1%–3% range grows four points 

to 37% and the 4%–5% segment 

increases five points to 27%. 

Impact of cost containment 

initiatives on quality of care. One 

of the more difficult issues in our 

survey involves whether quality of 

care has been adversely impacted 

by cost containment initiatives. 

The relatively good news is that 

80% say quality has not declined, 

but 10% of respondents say that such initiatives have resulted in the 

quality of care declining, and the rest say they don’t know. 

Ultimately, care quality should always be the top priority in any cost 

reduction initiative; that only 4 in 5 can assert that no such negative 

impact has occurred is troubling. There is some variation in how 

respondents answered this question based on type of organization: 

Analysis (continued)

“It really has to be about 
doing the right thing for 
the patient, streamlining 
processes, doing 
appropriate care but not 
over-utilizing care, and 
having a little bit of faith 
that, at the end of the day, 
that value equation comes 
out on a positive note.”

—Robert Pendleton, MD, FACP
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15% of for-profits report a negative impact on quality, while just 8% of 

nonprofits do. 

Pendleton notes that you can’t cut costs at the expense of patient 

outcomes. “It really has to be about doing the right thing for the patient, 

streamlining processes, doing appropriate care but not over-utilizing 

care, and having a little bit of faith that, at the end of the day, that value 

equation comes out on a positive note. And our experience certainly has 

been that when we do the right thing for the patient, not only are the 

outcomes better but costs come down considerably as well.”

In fact, one of the key findings in this survey is that respondents who 

say their organization has experienced a decline in quality have a higher 

incidence of negative margin (48%) than respondents who say quality 

has not declined (16%). Further, respondents who say they don’t know 

whether quality of care has declined also have a higher incidence of 

negative margin (37%). The overall survey result is 21%. 

Reducing costs does not necessarily mean that the bar for quality must 

be lowered—in fact, for many organizations, costs have come down 

while quality is either maintained or improved. The bottom line is that 

well-managed organizations are able to maintain quality standards 

as they seek to reduce costs, and part of that discipline is having an 

understanding of the true cost of providing care.

Jonathan Bees is research editor-analyst for HealthLeaders Media.  

He may be contacted at jbees@healthleadersmedia.com.

Analysis (continued)
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FIGURE 1   |   Biggest Barriers to Sustainable Cost Reductions

What are your organization’s three biggest barriers to achieving sustainable cost reductions?Q | 
 

19% 

25% 

28% 

30% 

34% 

40% 

41% 

60% 

Poorly defined organization leadership and goals 

Poor physician-hospital relationships 

Regulatory compliance 

Concerns about quality or safety trade-offs 

Unsupportive organizational culture 

Lack of technology in place to achieve goals 

Insufficient integration with care partners 

Lack of data on the true cost of care 

Base = 324, Multi-Response 

Total responses
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FIGURE 2   |   Biggest Overall Contributor to Contribution Margin Now

When it comes to maintaining or improving contribution margin, which of the two is the bigger overall contributor at 
your organization now?

Q | 
 

32% 

31% 

36% 

Revenue-cycle improvement efforts Cost-containment efforts Equal 

Base = 313 

Total responses
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FIGURE 3   |   Biggest Overall Contributor to Contribution Margin in Three Years

When it comes to maintaining or improving contribution margin, which of the two do you expect to be the bigger overall 
contributor at your organization in three years?

Q | 
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Indicates the type of goods or services  
the respondent is involved in purchasing   

Indicates the role of the respondent in 
making purchasing decisions   

Indicates the total dollar amount the 
respondent influences  

Biggest Overall Contributor to Contribution Margin in Three YearsFIGURE 3 (continued)   |   

When it comes to maintaining or improving contribution margin, which of the 
two do you expect to be the bigger overall contributor at your organization in 
three years?

Q | 
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icons to dig deeper.
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FIGURE 4   |   Operations/Admin Activities Providing Highest Cost Containment Contributions This Year

Of the following operations or administrative activities, which three provided the highest dollar value in cost 
containment contributions in this fiscal year?

Q | 
 

12% 

12% 

26% 

28% 

38% 

40% 

58% 

64% 

Across-the-board budget reductions 

Nonclinical workforce reductions 

Determining the true cost of care 

Efficient use of nonclinical labor 

Targeted budget reductions 

Consolidating/centralizing business functions 

Process redesign 

Purchasing and supply-chain efficiencies 

Base = 324, Multi-Response 

Total responses
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FIGURE 5   |   Clinical Activities Providing Highest Cost Containment Contributions This Year

Of the following clinical activities, which three provided the highest dollar value in cost containment contributions in 
this fiscal year?

Q | 
 

6% 

21% 

26% 

27% 

41% 

54% 

54% 

55% 

Across-the-board budget reductions 

Targeted budget reductions 

Consolidating/centralizing clinical functions 

Shifting care to ambulatory/outpatient settings 

Care redesign 

Improved utilization of clinical resources 

Care standardization 

Efficient use of clinical labor 

Base = 324, Multi-Response 

Total responses
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FIGURE 6   |   Most Financially Impactful Revenue Cycle Activities

Of the following revenue cycle activities, which three do you expect to have the most financial impact in this fiscal year? 
Among those expecting revenue cycle activities to have financial impact.

Q | 
 

16% 

22% 

25% 

25% 

34% 

44% 

51% 

68% 

Using payer specialists in revenue cycle staff 

Using IT to target inappropriate claim denials 

Improving post-service collection from patients 

Predetermining payment amounts and information 

Using IT to automate revenue cycle functions 

Improving pre-service collection from patients 

Minimizing denials 

Improving clinical documentation 

Base = 316, Multi-Response 

Total responses
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FIGURE 7   |   IT Activities Driving Most Cost Reduction Next Three Years 

Of the following IT-enabled activities, which three will deliver the most cost reduction (or financial benefit) for your 
organization over the next three years?

Q | 
 

3% 

12% 

12% 

24% 

35% 

41% 

48% 

53% 

55% 

Don't know 

Identifying nonclinical process variation 

Confirming data/necessity for RAC audit success 

Predictive modeling to flex staff levels 

Analytics support for productivity monitoring 

Supporting efforts to maximize reimbursements 

Identifying clinical process variation 

Analytics support for expense and cost monitoring 

Integrating clinical and financial data 

Base = 324, Multi-Response 

Total responses
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FIGURE 8   |   Accountable Care/Risk-Based Strategies Part of Cost Control Initiatives—Now or Within Three Years

Which of the following accountable care or risk-based strategies are now part of your strategic cost control initiatives, or 
will be within three years?

Q | 
 

68% 

46% 

36% 

18% 
14% 

Value-based care models Risk-based 
reimbursement models 

Joint ventures with 
payer organizations 

Provider-owned payer 
unit 

No cost-control 
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Total responses
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FIGURE 9   |   Area With the Biggest Positive Economic Impact on Cost Control Efforts

Which of the following has the biggest positive economic impact on your organization’s strategic cost control efforts?Q | 
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FIGURE 10   |   Determining True Cost of Providing Care

Is your organization able to determine true cost of providing care? Q | 
 

5% 

26% 

54% 

16% 

Yes, for all care provided Yes, for most care provided Yes, for some care provided No, not for any care provided  

Base = 304 

Total responses
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FIGURE 11   |   Breakdown of True Cost of Care for Service Lines

Please provide a breakdown of your organization’s efforts to determine the true cost of providing care for your 
organization’s set of service lines.

Q | 
 

Average 
percentage

Service lines with known cost of care 40%

Service lines with evaluation underway 28%

Service lines not yet being evaluated 26%

Service lines with no plans to evaluate 7%

Base = 173

Total responses
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FIGURE 12   |   Year-Over-Year Savings From Cost Reduction Programs

For the most recent fiscal year, what is your best estimate of your organization’s year-over-year savings from cost 
reduction programs?

Q | 
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17% 

7% 

22% 
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8% 
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Base = 265 

Total responses
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FIGURE 13   |   Goal for Average Annual Percentage Reduction in Operating Cost Next Three Years

What is your organization’s goal for average annual percentage reduction of overall operating costs in each of the next 
three years?

Q | 
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6% 

25% 
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6% 7% 
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Total responses
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FIGURE 14   |   Operating Margin

For the most recent fiscal year, what is your best estimate of your organization’s operating margin, in negative or positive 
percentages?

Q | 
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Base = 297 
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FIGURE 15   |   Average Annual Operating Margin Goal Next Three Years

What is your organization’s average annual operating margin goal for each of the next three years, in negative or positive 
percentages?

Q | 
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FIGURE 16   |   Impact of Cost Containment Initiatives on Quality of Care

Has the quality of care in your organization declined as a result of any cost containment initiatives?Q | 
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Total responses
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