
Delve into the full analysis 
of the 2014 State of 
Compliance Survey at: 
pwc.com/us/ 
stateofcompliance 

State of Compliance 2014 
Healthcare provider industry brief 



Introduction 

State of Compliance 2014 Healthcare provider industry brief 1 

The healthcare provider industry is one of the most heavily 
regulated by having a myriad of complex rules and regulations 
that appears to be only on the increase. Regulations have become 
so complicated that it is now almost the norm that effective dates 
or enforcement dates will likely get delayed, often wreaking 
havoc on operations that diligently planned on and met the 
original time frames. Add to the mix aggressive regulators on 
both the federal and state levels, and it becomes imperative that 
a provider organization have a designated chief compliance 
officer (CCO) to manage risk and the ever-challenging regulatory 
landscape. This year’s survey agreed.  

The survey finds that the majority of CCOs report directly to 
CEOs or boards of directors, which is a positive in elevating the 
compliance function and the CCO to positions of importance; 
however, 43% of respondents still said they are responsible for 
other functions and that those other duties and responsibilities 
generally took precedence over compliance. Survey respondents 
also said there is still progress to be made in the perception of the 
role of compliance. Whereas most organizations concur that the 
CCO is the manager for regulatory risk, work remains to ensure 
that compliance is at the forefront of the minds of those on the 
board and in senior leadership positions when planning for and 
undertaking strategic initiatives and even in daily business and 
operations.  

The necessity to embed compliance within operations is not lost 
on CCOs. CCOs are very aware that to maintain compliance, 
establish balanced risk tolerance, and obtain the necessary 
staffing and budget, they should demonstrate the value they and 
a compliance program bring to an organization. This is 
especially true because the compliance function is generally not 
revenue producing, and it exists in a healthcare environment 
where reimbursement is down, costs are up, and competition to 
survive is driving alliances through mergers, acquisitions, and 
affiliations that prior to now were virtually 
unheard-of.  

Given those challenges, CCOs have started diversifying the talent 
and resources assigned to the compliance function so they 
include data analysts and professionals with clinical and 
business knowledge. Such talents combined with regulatory 
knowledge have begun to transform compliance from being a 
back-office function to serving as an active voice in strategic and 
business operations. Most would agree, however, that there is 
still room for both improvement and true integration and 
acceptance by business units. Our belief is that with progressive 
and steady integration of compliance in operations, CCOs can 
succeed. 



establishment of a mandatory 
requirement, currently compliance 
programs are voluntary, which likely 
explains the 14% of respondents with no 
designated CCO. And though the 
government encourages compliance 
programs and considers an effective 
compliance program as a mitigating 
factor when assessing penalties for 
violations, there are still organizations 
that have yet to embrace the idea of the 
necessity for the function.  

Challenges in the compliance function 
and the role of the CCO still exist. The 
vast majority of providers have CCOs, 
but 43% of CCOs still have other 
responsibilities—and responsibility for 
other functions. When a CCO’s time is 
divided over responsibilities and 
functions other than those in the 
company’s compliance program, then 
managing the risk of not meeting 
regulatory requirements tends to take 
second place—or to receive less 
attention. It appears that the  
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Providers are in clearly one of the most 
heavily regulated industries, and the 
necessity for a CCO is recognized. The 
majority of respondents (86%) 
indicated they have a designated CCO 
who reports directly to either the 
board of directors or the CEO. Those 
reporting lines are encouraging and 
can be crucial to the success of the 
CCO and the compliance program 
itself. 

Provider organizations are generally 
hierarchical, and CCOs have reporting 
lines at the highest levels of the 
organization—often what it takes for 
recognition of the importance of the 
function and profession. Consider, 
however, the 14% of respondents who 
indicated they had no designated CCO; 
in today’s highly regulated provider 
industry, how is that possible? 
Compliance programs—even for 
healthcare providers—are not 
mandatory. Even though the 
government is contemplating 

1 The majority of healthcare providers have a 
dedicated CCO reporting directly to the CEO or 
board of directors, yet challenges remain. 

43% 
of CCOs still have other 
responsibilities 



demonstrating how the compliance 
function involves more than just the 
management of regulatory risk. Most 
CCOs are acutely aware of the need to 
show the expansiveness of the function 
and the role, and they have diversified 
the kinds of talent a compliance 
department now requires. Whereas  
the profession used to be dominated 
largely by those in the legal profession, 
these days progressive compliance 
departments are also staffed with data 
analysts and professionals with clinical 
backgrounds and business acumen.  

CCOs would also be well served by 
ensuring they get included at 
operational and strategic planning 
meetings. That might require inviting 
themselves and getting somewhat 
aggressive in educating their 
operational and clinical brethren that 
in general, most operational functions 
and strategic initiatives involve 
regulation or regulatory risk at some 
juncture, and so, to include compliance 
early and often is in the best interest of 
the organization.  

Truly effective compliance programs 
are embedded in operations. Achieving 
such results takes an ongoing effort 
that will likely come with time as the 
CCO position and the compliance 
function continue to evolve in 
healthcare.  

operational or legal functions tend to 
dominate when assigned to the CCO in 
addition to compliance. That dual role 
and responsibility can erode the 
importance of the compliance function 
or CCO role. 

In the healthcare provider sector, part 
of the challenge is the perception—
and, frankly, the reality—that typically, 
the compliance function is not revenue 
producing. Hospitals are increasingly 
challenged with reduced 
reimbursement, the brokering of 
strategic alliances, mergers or 
acquisitions, increased costs, and 
enormous technology upgrades and 
system implementations that take the 
focus off managing regulatory risks 
and funding those activities.  

Interestingly enough, staffing levels 
increased 40% during the past 
12 months, but either (1) budgets have 
stayed the same or one in 10 reported a 
decrease in budget. That dichotomy 
would appear to suggest that 
organizations realize the necessity of 
the compliance function but that 
dollars get allocated elsewhere: to 
areas the organization believes it can 
best affect healthcare outcomes and 
revenue and strategically align the 
hospital to survive in an increasingly 
competitive healthcare market. Given 
those challenges, CCOs are faced with 

40% 
Percentage of staffing level increase 
during the past 12 months,  
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completed its pilot audits for 
compliance with the Health Insurance 
Portability and Accountability Act of 
1996 (HIPAA) privacy and security 
regulatory requirements and has 
announced a phase 2 round of audits 
scheduled to begin in the fall of 2014. 
The phase 2 audits are purposely 
designed to reach more covered 
entities (i.e. payers, providers, and 
healthcare clearinghouses) than the 
pilot program did. The OCR estimates 
it will conduct 350 audits, which is 
more than triple the number of audits 
conducted during the pilot. For good 
reason, most providers have had a 
shift in thinking from “‘if an audit were 
to happen” to “when an audit will 
happen.”  

For a well-prepared and governance-
oriented organization, the OCR’s phase 
2 desk audit approach will likely be 
less burdensome than the pilot audits, 
which were conducted on-site; 
however, the OCR has still reserved 
the right to conduct on-site 
assessments as resources allow.   

The new desk audit approach could be 
problematic, however, for 
organizations that lack structure and 
comprehensive documentation 
regarding their privacy and security 
policies and processes. Still, covered 
entities should use this lead time to fill 
gaps in their policies and procedures 
and to consider the best way of 
demonstrating their compliance with 
HIPAA requirements. For the CCO, 
the challenge is to engage the 
organization to understand that an 
OCR audit is not a compliance or IT 
issue but, rather, a responsibility that 
is embedded in all aspects of 
operations. The HIPAA regulatory 
requirements are pervasive and apply 
to all members of the workforce 
involved in ensuring the privacy and 
confidentiality of patient information 
are gathered, used, disclosed, and 
maintained properly.  

As was the case last year, healthcare 
providers continue saying their top 
areas of current and future concerns 
are privacy and confidentiality—
perhaps not surprisingly so. 
Significant data breaches (those 
involving more than 500 individuals) 
seem to be reported every day, and 
regulators are increasingly imposing 
heavy fines and penalties for those 
occurrences.  

Perhaps just as impactful is the 
damage to brand and reputation. 
Healthcare providers are keenly aware 
that in today’s competitive healthcare 
environment, patient consumers have 
a choice; and if patients perceive their 
personal healthcare information is at 
risk or vulnerable, they may seek other 
provider options.  

Add to the equation increased levels of 
regulatory scrutiny, and it is not 
surprising that for the second year in a 
row, survey results show privacy and 
confidentiality remain top of mind 
among provider CCOs. Indeed, the 
Office for Civil Rights (OCR) has  

2 Privacy and confidentiality represent the 
leading current and future regulatory risks 
that are top of mind among healthcare 
providers.  
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3 Communication is evolving with the increase 
in social media use. 

Communicating with workforces and 
educating them on these complex and 
ever-evolving requirements are 
challenges too. Newsletters and 
announcements are still viable 
communication mechanisms, but the 
rapid pace of technology change is 
driving changes in the ways society as 
a whole communicates.  

Survey results were at 52%, and the 
increasing trend toward social media 
for communicating about compliance 
and ethics is one we hope will likely 
continue as CCOs embrace technology 
and current modes of communication 
to raise awareness. The use of social 
media shows no signs of slowing down, 
so harnessing and recognizing the 
power of social media and technology 
as tools in efforts to continually raise 
awareness of the complex regulatory 
environment are likely to have positive 
effects on workforce members’ 
understanding of both the role of the 
compliance function and their own 
individual roles and responsibilities in 
assisting their organizations to remain 
compliant. 

More than half of respondents said 
they communicate information about 
compliance and ethics topics through 
internal social media channels, which 
is a notable increase from last year’s 
33%. The use of social media—even if 
limited to only the use of internal 
mechanisms—is a trend that is likely in 
the right direction. Compliance 
functions can benefit from that 
evolution by continuing to build 
awareness among a workforce that is 
increasingly using some form or 
multiple forms of social media as 
vehicles to receive content.  

Compliance with the myriad rules and 
regulations governing healthcare has 
become increasingly complex, and 
there is no shortage of new regulations 
or new amendments to existing 
regulatory requirements. In the recent 
past alone, many new rules or 
regulatory requirements have been 
issued, only to get delayed in their 
implementation or enforcement by the 
regulators themselves, which 
acknowledges the challenges inherent 
in operationalizing and complying with 
regulations as intended.  

More than 50% communicate 
information about compliance and 
ethics topics through internal social 
media channels 
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4% 

4 Related data 

14% 

2014 

Q3a Does your organization have a Chief Compliance Officer/Head of Compliance? 

86% 

Base: (69, 48) 

The majority of respondents state that they have a CCO (86%) 

2013 

94% 

State of Compliance 2014 Healthcare provider industry brief 6 



Q3b Which department provides leadership for the 
compliance program? 

33% 

33% 

33% 

0% 

0% 

0% 

0% 

0% 

6% 

4% 

6% 

3% 

12% 

70% 

Don't know

Other

HR

Risk

Internal audit

Legal

Compliance

2014 2013

Q3d Is the position of the person with the most 
responsibility for compliance a stand-alone role, or does 
s/he ‘wear multiple hats’? 

Base: (69, 3) 
Comparison to Q3d 2013. Please note the change in question 
wording. 

57% 

43% 

Stand-alone role
Wears multiple hats'

Base: (69) 

4 Related data 

70% of respondents in the Healthcare Provider 
industry state the compliance department 
provides leadership for their compliance 
program 

Almost 60% of respondents state that the person 
with the most responsibility for compliance “has a 
stand-alone role 
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Q4 To whom does the person with most responsibility for compliance formally report in your organization? 

9% 

2% 

4% 

32% 

19% 

17% 

3% 

1% 

6% 

33% 

32% 

17% 

Chief Risk Officer

Internal Audit

Chief Financial Officer

Board of Directors/Audit
Committee

Chief Executive Officer

General Counsel/Legal

2014 2013

Base: (69, 47) 

4 Related data 

A third of Healthcare Provider respondents suggest that the head of compliance formally reports to the 
Board of Directors/Audit Committee 
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Q6a Does your company have an in-house Compliance Committee to support compliance efforts? 

Base: (69, 48) 

Over 80% respondents told us they have a Compliance Committee within their organization 

88% 

12% 

0% 

85% 

13% 

2% 

Yes No Don't know

2014 2013

4 Related data 

Compliance Committees are relatively well established within the Healthcare Provider Sector... 
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Q6b Which of the following departments or functions serve on the Compliance Committee? 

Base: Respondents who stated ‘yes’ at Q6a (61) 

2014 

90% 

79% 

74% 

72% 

61% 

56% 

48% 

41% 

20% 

16% 

15% 

10% 

5% 

Compliance

Legal

Internal Audit

Finance

Human Resources

Operations

Information Technology

Business Units

Other

Procurement

Supply Chain

Sales and Marketing

Investor Relations

2013 

83% 

76% 

76% 

68% 

63% 

61% 

56% 

44% 

32% 

22% 

20% 

15% 

2% 

Compliance

Legal

Operations

Finance

Internal Audit

Human Resources

Information Technology

Business Units

Sales and Marketing

Procurement

Supply Chain

Other

Investor Relations

Base: Respondents who stated ‘yes’ at Q8a (41) 

4 Related data 

The majority of respondents report that the compliance and legal departments are represented on the 
Compliance Committee 
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Q7a&b How many full time equivalents are working in the corporate compliance function or are based outside of the 
corporate compliance function? 

Base: (69) Base: (48) 

23% 

12% 

10% 

13% 

14% 

9% 

6% 

3% 

1% 

4% 

9% 

36% 

13% 

29% 

7% 

0% 

Less than one

1

2

3-5

6-10

11-25

26-100

More than 100

FTEs in corporate compliance function

FTEs working in compliance but outside the
compliance function

15% 

0% 

4% 

10% 

17% 

13% 

17% 

4% 

0% 

6% 

10% 

23% 

13% 

23% 

6% 

8% 

Less than one

1

2

3-5

6-10

11-25

26-100

More than 100

FTEs in corporate compliance function

FTEs working in compliance but outside
the compliance function

4 Related data 

50% of Healthcare Provider respondents suggest that there are five or fewer FTEs working in their 
compliance function 

2014 2013 
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Q7c How has corporate compliance function staffing changed over the past 12 months? 

Base: (69, 48) 

2014 

Decreased 

9% 51% 41% 

Stayed the same Increased 

2013 2% 54% 38% 

*Numbers may not add to 100% due to rounding. 

4 Related data 

Just over 40% of Healthcare Provider respondents state that compliance staffing levels have increased 
over the past 12 months 
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Q9a What is the total approximate annual budget for compliance and related activities at the corporate compliance 
function level? 

Base: (69, 48) 

0% 

8% 

19% 

13% 

23% 

10% 

9% 

12% 

22% 

25% 

30% 

1% 

No budget established

Less than $100,000

$100,000 to less than
$500,000

$500,000 to less than $1m

$1m to less than $5m

$5m or more

2014 2013

4 Related data 

Just over 30% of Healthcare Provider respondents estimate their total annual budget for compliance 
and related activities to be $1m or more 
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Q9b In the last 12 months the budget for compliance and related activities at the corporate compliance function level 
has… 

Base: (69, 48) 

2014 

Decreased 

9% 52% 38% 

Stayed the same Increased 

2013 8% 48% 35% 

4 Related data 

52% of Healthcare Provider respondents state that their compliance budget has stayed the same this 
year, however one in ten are seeing their budgets decrease 
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Q10a Please select your top 3 areas in terms of current perceived level of risk to your business? 

2014 2013 

1% 
1% 
1% 
1% 
3% 
4% 
4% 
6% 
6% 
6% 
7% 
9% 
9% 
9% 
9% 
10% 

17% 
17% 

22% 
23% 
25% 

45% 
49% 

Employment labor compliance
Safety/Environmental

Social media
Supplier compliance

Money laundering
Bribery/Corruption

Import-export controls/trade…
Consumer protection

Ethical sourcing
Intellectual property

Records management
Business continuity

Corporate social responsibility
Government contracting

Insider trading
Fair competition/Anti-trust

Regulatory quality
Strategic risk

Conflicts of interest
Fraud

Security
Industry-specific regulations

Privacy and confidentiality

0% 

0% 

2% 

2% 

2% 

2% 

2% 

4% 

6% 

6% 

10% 

10% 

13% 

13% 

17% 

19% 

21% 

27% 

29% 

42% 

56% 

Counterfeiting

Fair competition/Anti-trust

Consumer protection

Government contracting

Insider trading

Money laundering

Supply chain/procurement

Intellectual property

Corporate social responsibility

Social media

Bribery/Corruption

Security

Business continuity

Safety/Environmental

Employment labor compliance

Regulatory quality

Fraud

Conflicts of interest

Strategic risk

Industry-specific regulations

Data privacy and confidentiality

4 Related data 

Base: (69, 48) 

Privacy & confidentiality and industry-specific regulations are the top-of-mind risks for Healthcare 
Provider respondents 
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Q10b Please select your top 3 areas in terms of future perceived level of risk to your business? 

Base: (69, 48) 

1% 
1% 
3% 
3% 
3% 
4% 
4% 
4% 
6% 
6% 
6% 

9% 
9% 

12% 
12% 

14% 
16% 

19% 
20% 
20% 

25% 
42% 

45% 

Bribery/Corruption
Consumer protection

Money laundering
Safety/Environmental

Social media
Ethical sourcing

Intellectual property
Supplier compliance

Corporate social responsibility
Employment labor compliance

Insider trading
Fair competition/Anti-trust

Import-export controls/trade compliance
Business continuity

Records management
Conflicts of interest

Government contracting
Fraud

Regulatory quality
Strategic risk

Security
Industry-specific regulations

Privacy and confidentiality

0% 

0% 

0% 

2% 

2% 

2% 

6% 

6% 

6% 

8% 

8% 

13% 

13% 

15% 

15% 

15% 

19% 

21% 

25% 

46% 

67% 

Counterfeiting

Insider trading

Money laundering

Bribery/Corruption

Fair competition/Anti-trust

Supply chain/procurement

Government contracting

Intellectual property

Social media

Consumer protection

Corporate social responsibility

Business continuity

Security

Employment labor compliance

Fraud

Safety/Environmental

Regulatory quality

Conflicts of interest

Strategic risk

Industry-specific regulations

Data privacy and confidentiality

4 Related data 

When looking to the future, Healthcare Provider respondents cited privacy & confidentiality and 
industry specific regulations as continuing risks to their business 

2014 2013 
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Q19 In which of the following ways does your company use social media in your compliance and ethics program? 

Base: (23, 15) 

47% 

60% 

40% 

33% 

39% 

30% 

52% 

52% 

We review public social media and
other sources as part of our pre hiring

due diligence

We communicate about compliance
and ethics topics through external

social media channels

We monitor social media sites for
postings suggesting  potential

misconduct

We communicate about compliance
and ethics topics through internal

social media channels

2014 2013

4 Related data 

Communicating about compliance and ethics topics is the most frequently cited use of social media, 
both internally and externally 
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