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John Pritchard

publisher’s letter

the ten people to Watch
Welcome to my favorite issue every year, where we highlight the Ten People to 
Watch in the healthcare contracting arena. This year we have some great organizations repre-
sented, including;

• Geisinger
• UPMC
• Parkland Health (Fort Wayne, Ind.)
• Cambridge Health
• Lifespan
• University of  Florida Health Shands

We like to get these leaders’ mindsets on many topics, but I am always excited to hear what these 
progressive supply chain leaders have to say, especially on where they think things are going in 
the contracting arena. In fact, the last question we ask all of  them is “What is the greatest change we 
can expect to see in healthcare contracting in the next five years? ”

I have listed just a few of  their responses here;
•  Clinical integration is foundational to the challenging healthcare environment…..we will 

see closer relationships between supply chain professionals (and) our internal customers…
•  The biggest change will be the adoption of  contractual commitments by more medical 

device manufactures to go at risk for outcomes.
•  Once (we have) converted to the new reimbursement system, healthcare organizations 

will need to cover a broader supply chain, as incentives focus on keeping patients healthy 
rather than treating patients who are ill.

•  Supply chain contracting, in conjunction with our physician partners, will begin to use 
evidence-based medicine and quality outcomes in defining specific products attributes (not 
brand preference), which will establish the clinical standards required for contract awards.

Interesting views on where we are going, and it’s hard to argue with any of  these visions. I’d love 
to hear your thoughts on these and the other Ten People to Watch predictions and what you 
think will be the biggest changes we‘ll see in the next five years.

Thanks for reading this issue of  The Journal of  Healthcare Contracting.
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ExEcutivE intErviEw: tom tErry

Earning your Keep
At Bassett medical center, the first ‘r’ in ‘roi’ stands for ‘relationships’

But that’s not a free pass. Terry and 
his team are on the line to demonstrate 
their ROI to the network every day. They 
work hard to identify and enlist the sup-
port of  willing, enthusiastic clinicians 
in the value analysis process. They have 
“embedded” nursing expertise within 
supply chain, to bridge the gap between 
clinicians and supply chain. And supply 
chain’s buyers – called sourcing coordina-
tors – are on the medical floors regularly, 
soliciting input from clinicians on how 
supply chain can best meet their needs.

Tom Terry is the first to ad-
mit he enjoys certain advantages 
over many of  his colleagues in 
the industry. Virtually all of  the 
physicians and surgeons who 
practice at Bassett Medical Cen-
ter in Cooperstown, N.Y., are 
employed by the hospital. Fur-
thermore, its CEO – William F. 
Streck – is a physician as well. 
“We have integrated network 
value analysis teams, and physi-
cians participate on each and ev-
ery one across the continuum,” 
says Terry, senior director, net-
work supply chain management. 
(Bassett Medical Center is part 
of  Bassett Healthcare Network, 
which comprises five hospitals, 
30 clinics, two outpatient surgery 
centers and two nursing homes 
in central New York.)



ExEcutivE intErviEw

The Journal of Healthcare Contracting | August 2013 7

The result? Clinicians who are committed to contracts 
with vendors of  sensitive physician-preference items, such 
as stents and implantable cardio defibrillators. Not to men-
tion performance-based incentives from vendors based on 
meeting established and agreed-upon market share vol-
ume. “In cardiac physician-preference product lines, we 
will drive in excess of  a quarter of  a million dollars in per-
formance incentive rebates, by meeting our targets,” says 
Terry. Having a check in hand for administration speaks 
volume for supply chain’s ROI, he adds.

clinical resource program manager
Terry has, self-admittedly, been around the block, with 40 
years of  healthcare experience at the hospital and con-
sulting levels. And he’s picked up a lot of  wisdom along 
the way. For example, early in his career, he got an idea 

from the supply chain consulting firm McFaul and Lyons 
to bring into supply chain a registered nurse, to serve as a 
clinical resource program manager.

“When I come to a place, I take 90 days and just watch,” 
he says. He looks at the people participating on the value 
analysis teams, with a special eye for those who are most 
knowledgeable and enthusiastic, as well as those who have 
the best relationships with the physicians. Bassett’s current 
clinical resource program manager – Jackie Webster, RN – 
fit the mold. Webster was (and remains) an enthusiastic val-
ue-analysis participant, with strong clinical knowledge, as 
well as experience in infection control. She had one other 
attribute that Terry believes is essential for the role: “She’s 
someone who can facilitate in the middle. She’s in the line 
of  fire.” And she doesn’t mind.

Another way Terry has bridged the clinical/supply 
chain gap is to “embed” supply chain people in the OR. 
An embedded supply chain business manager answers to 
the perioperative director and Terry. “We are wrapped and 
linked together from both an operational and strategic per-
spective,” he says, referring to supply chain and the OR. 
“That helps secure and hard-wire all budgets, new prod-
ucts evaluations, pro formas, etc.”

These relationships help supply chain be a strategic 
partner with the healthcare system in its overall mission of  
providing high-quality, low-cost care, with emphasis on the 
word “strategic,” says Terry. “We actively involve our physi-
cians in strategic decisions.” The results include successful 
negotiations with vendors for even the most sensitive of  
items. “From an IDN perspective, we have no more than 
two [physician-preference] vendors in any area,” including  

orthopedics, arthroscopy and cardiac surgery. “And we 
usually have a prime.”

Terry believes Bassett’s contract prices are exemplary, 
but not necessarily the lowest. “Does somebody have a 
better price at the pump than me?” he asks. “Most likely – 
2, 3, maybe up to 4 percent. But nobody is driving perfor-
mance-based incentives like I am,” he adds, referring to the 
cash rebates based on participation. “It’s a different model. 
You have to have the physicians involved, and appropriate 
relationships with nursing and vendors to drive it.

“We’re driving incentives based on compliance. It’s 
pay-for-performance. And if  we don’t hit our numbers, 
we don’t receive as much.” Supply chain’s projected sav-
ings are plugged into the budget at the beginning of  the 
year, and the department is held accountable on a monthly  

these relationships help supply chain be a 
strategic partner with the healthcare system in its 
overall mission of providing high-quality, low-cost 

care, with emphasis on the word “strategic.”
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ExEcutivE intErviEw: tom tErry

basis. But supply chain isn’t the only group with skin in the game. 
“The stakeholders are the C suite (the champion is Dr. Bertine McK-
enna, COO), the doctors (champion is Dr. Steve Heneghan, CMO), 
all our network teams, all the way to the department level,” he says. 
“Ours is a very interactive system.”

Back to relationships
Today’s supply chain executives definitely enjoy some advantages over 
their predecessors, says Terry. “The information tools we have today 
make it a whole different ballgame than it was even 15 years ago. 
Then, they didn’t exist.” Then, vendors had far more information 
than their provider customers on product usage and contract com-
pliance. “Today, things are far more equitable when we sit to talk to 
vendors,” he says.

But the stakes are higher. “Regulatory and reimbursement issues 
have changed dramatically,” he says. “That plays into the heightened 
sense of  urgency for supply chain to deliver cost reductions or cash.”

Today’s supply chain teams need new skills. “In the past, it was, 
‘I’m going to fight you for a nickel,’” he says, referring to materials 
management’s stance vis a vis vendors. “But there could be a dollar 
going out the back door that you didn’t have a clue was there. Today, 
you still need those purchasing skills. But you need a whole set of  
relationship skills too.”

That’s why Bassett’s clinical resource program manager and sourc-
ing coordinators are on the floors regularly. Using communication tools 
from healthcare consultant Quint Studer, they ask users how supply 
chain is meeting their needs, and what they can do to improve service. 
(Terry calls himself  a “prophet” of  Studer’s “Rounding for Outcomes” 
approach to customer service.)

Yes, Terry admits he has a distinct advantage over some of  his coun-
terparts in that most of  Bassett’s physicians and surgeons are employed. 
But he and his team work hard to press that advantage.

“In this facility, physicians have ownership in our decisions, be-
cause they’re participating,” he says. “We don’t do things in a vacu-
um. Everything we do is based on relationships.” JHC

point
One of Tom Terry’s key management tools 
– Rounding for Outcomes – is one of Studer 
Group’s Must Haves®. Rounding for Out-
comes includes communicating with em-
ployees, physicians and patients in such a 
way that there is a specific purpose to gain 
specific outcomes. Some of those outcomes 
include reward and recognition of staff, in-
creased safety for the patient and alignment 
across the organization. It is the process of 
proactively engaging, listening to, communi-
cating with, building relationships with and 
supporting your most important customers, 
according to Studer Group. That includes em-
ployees, physicians, patients and families. 

There are four types of rounding; Senior 
Leader Rounding, Rounding on Staff, Round-
ing on Patients and Rounding on Internal Cus-
tomers. By hardwiring a disciplined culture 
of rounding, organizations capture unique 
opportunities, collect and communicate the 
wins, manage up, and reward and recognize 
staff, according to Studer Group.

To the

“ in the past, it was, ‘i’m going to fight you for a nickel. But there 
could be a dollar going out the back door that you didn’t have  
a clue was there. today, you still need those purchasing skills.  
But you need a whole set of relationship skills too.”   – tom terry
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implantables

Today’s process of  acquiring implants is in need of  
improvement, says Derek Smith, GHX chief  commercial 
officer. Too often, the sales rep in the OR hands the sur-
geon an implant, but the OR lacks the time or information 
resources to determine whether that implant is on contract. 
Furthermore, because the hospital’s information systems – 
for scheduling, OR, billing, etc. – fail to connect with each 
other, charges may not find their way to the chargemaster, 
or the wrong charge may appear. “There are times when a 
provider may not capture everything that is implanted in 
the patient,” says Smith. “When that happens, they miss 
the opportunity to bill for it.

“There’s a lot of  discrepancy, which drives a signifi-
cant amount of  waste. Not to mention the labor related to 
tracking down that waste.”

Manufacturers feel the effects of  inefficiencies as well. 
“They lack demand sensing or demand signals,” says Smith, 
meaning suppliers often lack a heads-up on what implant 
the surgeon needs, and when. Because of  that, suppliers 
typically overstock their inventory; the sales rep is under 
increased stress on the day of  the procedure, trying to an-
ticipate what’s needed; and invoice inaccuracies may result.

tools
Two new services from GHX – Case Xpert(sm) and Or-
der Intelligence(sm) – are designed to help providers im-
prove charge capture on implantables; increase their level 
of  on-contract spending; decrease contract overpayment 
due to an increase in real-time pricing; access early-pay 
discounts; and reduce documentation errors, case-to-bill 
cycle time and time spent on dispute resolution. Vendors, 
meanwhile, can benefit from a reduced procedure-to-pay-
ment cycle; increased inventory turns and a reduction in 
wasted and expired products; and reduced logistics costs 
due to a visible demand signal. 

Offered as a software-as-a-service application, Case 
Xpert is designed to capture and share data from case 
creation to product usage, while validating that the device 
is on contract. The result is more accurate billing, pur-
chasing and inventory tracking, according to GHX. The 
system also provides the ability to transport orders for 

implants on track
GHX has developed two new services to help  
providers improve charge capture on implantables

Implantable medical devices are expensive. So is failing to charge patients for 
them, or failing to take advantage of  your hard-fought contract pricing. Healthcare provid-
ers are losing billions of  dollars a year due to a lack of  automation and process efficiency 
surrounding implantables, according to GHX. But the Louisville, Colo.-based company 
believes it has a solution.
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physician-preference items via the GHX Exchange, and automate the 
review and validation of  the information on the order. 

Its capabilities include:
•  Case scheduling, designed to give early demand signals to 

manufacturers on caseload and requirements through the hos-
pital’s existing scheduling system. A notification is routed to the 
manufacturer’s sales representative to alert them to cases and 
product needs.

•  Case preparation, offering provider and manufacturer a single 
view into case information. (GHX says Case Xpert partitions 
information so it can be viewed only by those who are autho-
rized to do so.) As the procedure date approaches, providers 
can view the information that manufacturer sales representa-
tives have entered to help ensure items are correct. The item 
selection is synchronized with data from the vendor catalog and 
the item master.

•  Usage capture and documentation, which allows the provider to 
scan the item and have it recorded in the provider’s system and 
visible to the manufacturer’s sales representative. Case Xpert 
stores data and communicates it to the provider’s materials 
management information system and billing systems once it’s 
been approved. 

Order Intelligence, meanwhile, takes information from Case Xpert 
and enables providers to process consigned orders, route those orders 
to manufacturers and sales reps, and park incomplete orders for man-
agement and further data review. 

At the recent GHX Healthcare Supply Chain Summit in Las Ve-
gas, the company demonstrated in an operating room setup how 
Case Xpert and Order Intelligence works. Days or weeks prior to 
the procedure, the hospital notifies the vendor what implant will 
be needed. On the day of  surgery, the rep brings in the implant 
and scans it; the circulating nurse does the same. The system en-
sures that everything matches – lot, serial number, expiration date, 
contract status, etc. As the procedure unfolds, the circulating nurse 
and vendor corroborate what has been implanted and what has not. 
When the procedure is finished, that information flows to the hos-
pital’s billing system. 

GHX believes that it can be the conduit between manufacturer and 
provider to facilitate the efficient utilization of  physician-preference 
items, says Smith. “We make sure we’re connecting [manufacturer and 
provider], and creating visibility to both parties.”  JHC

The problem: Providers lose billions of dol-
lars each year due to a lack of efficiency in 
tracking implantables through their system.

How it impacts providers: The OR may lack 
the time or resources to determine whether 
an implant they are using is on contract. Or 
there is a failure to properly connect the hos-
pital’s information systems, such as schedul-
ing and billing, with each other. 

How it impacts manufacturers: Inefficient 
tracking means suppliers lack demand sig-
nals. They could overstock inventory and put 
increased stress on the sales rep in anticipat-
ing what’s needed and when.

“ GHX believes  
that it can be the 
conduit between 
manufacturer and 
provider to facilitate 
the efficient  
utilization of physician-
preference items.”

– Derek smith,  
GHX chief commercial officer
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Novation is calling its recently announced aptitude 
LLC subsidiary “the healthcare industry’s first online direct 
contracting model.”

Though it was created and is a subsidiary of  a group pur-
chasing organization, aptitude is designed to facilitate and 
improve the direct contracting that goes on between hos-
pitals and IDNs and suppliers, or to modernize how they 
go to market using GPO contracts. It’s a growing market, 
according to Troy Kirchenbauer, general manager, aptitude, 
who estimates that one-third of  the supply chain business 
is directly negotiated between hospitals 
and suppliers.

Aptitude – which is available to 
Novation and non-Novation members 
– is designed to benefit both sides of  
the contracting desk, largely through 
easy, ongoing access to purchasing and 
usage data, says Kirchenbauer.

Providers can review their us-
age of  a particular product category 
by manufacturer, as well as how their 
prices compare with other providers 
(though that information is blinded 
and does not identify specific hospitals 
or IDNs). Potential bidding manufacturers are already on-
board, ready to respond to RFPs, says Kirchenbauer. With 
vendor and usage information in hand, providers solicit bids.

Potential suppliers, meanwhile, have online access to 
the provider’s actual usage information, to gauge potential 
volume. They maintain that access after an agreement has 
been signed. “We create an accountability or performance 
metric, so the supplier sees ongoing performance against 
commitments made in the contract,” says Kirchenbauer. 
“Buyers and sellers can think of  contracts as people think 
about their investments,” he says. Its online measurement 
tools allow both sides to see how their “investment,” – that 
is, their contract – is performing. “Buyers can drill in to see 

how they are progressing with planned savings, while sell-
ers focus on maintaining profitable relationships.”

Buyers and sellers pay a subscription fee to participate; 
sellers also pay a transaction fee based on sales. 

Though aptitude anticipates that existing VHA and 
UHC members – who already share purchasing data with 
Novation – will comprise most of  the early users, execu-
tives are also recruiting non-Novation providers and non-
Novation contract vendors.

Scottsdale Healthcare
Scottsdale (Ariz.) Healthcare pilot-
tested aptitude for about a year prior to 
aptitude’s public introduction in April. 

“The generation of  [an RFP] takes 
just minutes to accomplish,” says Mike 
Hildebrandt, associate vice president, 
supply chain. “The analysis tools save 
countless hours of  analysis by our pur-
chasing team. The contract execution 
phase is shortened since the base agree-
ments are already in place.”

The analysis tools allow Scottsdale 
to adjust volume commitments and 

see the corresponding change in pricing, says Hildebrandt. 
“You can shift volume between the various responses to de-
termine the best value options prior to making final contrac-
tual commitments. This saves a lot of  time by not having to 
use traditional tools, such as Excel, etc.” 

Usage status is very visible to both buyer and seller, he 
continues. “It’s a great tool for both buyer and seller. We 
have no reservations about sharing the data and becoming 
more transparent in the future.”

Though aptitude is well-suited for commodity items, 
Scottsdale is exploring the possibility of  using it for physi-
cian-preference items, such as pacemakers and implantable 
cardio defibrillators. JHC

Program facilitates  
direct contracting

“We create an 
accountability or 

performance metric, 
so the supplier 
sees ongoing 

performance against 
commitments made 

in the contract.”
– troy Kirchenbauer
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Welcome to the Journal of  Healthcare Contracting’s annual 
listing of  the Ten People to Watch in Healthcare 

Contracting, each of  whom was selected based off   
of  suggestions from readers.
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With over 31 years of  experience in healthcare supply chain manage-
ment, Chris Baskel has been credited with implementing over $40 
million in cost savings through 1,100 distinct projects, ranging from 

devices to service agreements. Prior to joining Spectrum Health, he worked 
with two large academic medical centers and a community-based 10-hospital 
health system. He joined Spectrum Health in 2002, where he is responsible for 
enterprisewide logistics and contract management at Spectrum Health. In 2003, 
he helped create Great Lakes Hospital Purchasing Network, a VHA supply 
network comprising 12 non-owned health systems in western Michigan, and 
in 2005 he started the Michigan Minority Business Development Council for 
healthcare, also in western Michigan. As chairman, he has helped the Council 
establish over $5.2 million in new business for 18 minority business establish-
ments in Michigan. 

System director,  
supply chain management, 

Spectrum Health,  
Grand Rapids, Mich.

Nine hospitals; 130 
ambulatory and service 

sites; 1,370 acute care beds 
and 568 skilled nursing 
beds; total annual non-
salary expense of $1.1 
billion; reportedly the 

largest regional provider 
of cancer care and largest 
children’s hospital in West 

Michigan; 1,500 physicians.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
Chris Baskel: Working collaboratively with 
our cath lab and operating room manage-
ment teams, as well as our physicians, we 
have reduced the supply cost for cath lab and 
cardiac rhythm management (pacemakers 
and defibrillators), along with drug-eluting 
stents by $2.2 million and hips and knees by 
$1.1 million in annual expense. Our efforts 
earned Spectrum Health the VHA national 
award for physician preference cost reduc-
tion, as measured by VHA’s PriceLYNX 
benchmark data against 1,600 hospitals.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Baskel: We have identified nine decentral-
ized purchased-service contract opportuni-
ties to standardize across our health system. 
The first, elevator service, is now complete. 
In this process, we identified 12 individual 
elevator service contracts across our health 
system. Each of  the 12 contracts was im-
plemented without a purchase order, in a 
decentralized format, all having separate 

individual contract expiration dates. After 
finishing this project, we now have one cen-
tralized elevator service contract and have 
saved 22 percent in the process.

JHC: What is the most important quality 
you look for in a supplier partner?
Baskel: We look for a willingness to work 
collaboratively in aligning incentives that 
bring value to both companies over a sus-
tainable period of  time.

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Baskel: The greatest change will be evident 
with regard to physician preference items. 
Supply chain contracting, in conjunction 
with our physician partners, will begin to 
use evidence-based medicine and quality 
outcomes in defining specific product at-
tributes (not brand preference), which will 
establish the clinical standards required for 
contract awards. This then will set the stage 
in the emerging physician preference ge-
neric market for the selection of  non-brand 
products that meet these criteria. 

Chris Baskel
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Ed Bonetti

Director of supply chain 
operation, Lifespan 

Corporation, Providence, R.I.

A comprehensive, 
integrated academic health 

system affiliated with the 
Warren Alpert Medical 

School, Brown University; 
1,155 beds; 12,430 

employees; four acute care 
hospitals, ambulatory care 

centers and outpatient 
laboratory services; $1.68 
billion in total operation 

revenue and $2.22 billion 
in total assets in 2011; 

annual supply expense of 
$350 million.

After working for several Fortune 500 companies, including Belo, Hexa-
gon Metrology and Pentair, Ed Bonetti joined Lifespan Corp. in 2008 
as director of  supply chain operations. His non-hospital perspective, 

along with his leadership, operational, lean and change-management skills have 
prepared him well for his current responsibilities, which include oversight of  
sourcing and procurement, distribution, and value-analysis activities.

The Journal of Healthcare Contracting: 
What has been the most challenging and re-
warding project you have been involved in 
recently?
Ed Bonetti: A project that I have found 
to be extremely rewarding is participat-
ing in the strategic development of  clini-
cal programs and/or service line expan-
sion. [Through my] understanding of  the 
financial, operational and clinical pressures 
confronting Lifespan, I have been able to 
work with vendors to identify creative and 
sustainable ways our organizations can work 
together. Leveraging my commercial ex-
pertise, I have contributed to the launch of  
programs whose results – whether volume, 
revenue, or clinical benefits – are routinely 
meeting or exceeding projections. Specific 
programs I [have been involved in include] 
the Total Joint Center of  Excellence, trans-
catheter aortic valve replacement (TAVR), 
and hybrid OR to support minimally inva-
sive epicardial ablation procedures.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Bonetti: I am excited to launch a program 
focused on working with our surgeons to 
reduce costs associated with the variances 
in physician-practice patterns. Using com-
prehensive analytical tools I have imple-
mented, we are able to quantitatively iden-
tify cost variances within a specific service 
line, for a specific procedure, performed 
by a specific surgeon. Furthermore, we can  

associate the specific procedural cost data 
with key performance metrics for the re-
spective procedure(s), including clinical out-
comes, length of  stay and patient experience. 
Using this information, we will work with our 
surgeons to identify where we can minimize 
practice pattern variation to reduce cost, 
while simultaneously improving the afore-
mentioned performance metrics.

JHC: What is the most important quality 
you look for in a supplier partner?
Bonetti: I look for vendors who under-
stand and grasp the multi-factorial chal-
lenges providers are facing in today’s 
evolving healthcare market; who have tak-
en the time to educate themselves on the 
specific challenges and opportunities of  
my organization; and who present creative 
ways to [facilitate us working] together to 
improve financial performance, opera-
tional efficiency, clinical outcomes and the  
patient experience.

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Bonetti: I expect to see greater levels of  
transparency, collaboration and strategic 
alignment between providers and suppli-
ers. These changes will enable providers 
and suppliers to work together to identify 
and implement the innovative solutions 
needed to meet the changing healthcare 
delivery system. 
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David Hargraves

David Hargraves’ past supply chain leadership experience with Alcoa and 
Ariba, as well as a biomedical equipment technician position with the U.S. 
Navy, prepared him well for his current position with UPMC, where he 

currently oversees clinical engineering (BioTronics, Inc.), strategic sourcing, pro-
curement operations and value analysis. 

Vice president clinical 
supply chain, University of 
Pittsburgh Medical Center 

(UPMC), Pittsburgh, Pa., and 
vice president operations 

BioTronics, Inc.

Over 20 academic, 
community and regional 
hospitals; 4,500+ licensed 
beds; 400 outpatient sites, 
plus various rehabilitation, 
retirement and long-term-

care facilities; close to  
$1 billion in annual spend.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
David Hargraves: We designed, built and 
opened a 148,000-square-foot consolidated ser-
vice center and moved to a manufacturer-direct 
model. Despite significant gains in operating 
efficiency in our former facility, hospital acqui-
sitions and organic growth had stretched our in-
ternal capacity and forced us to further leverage 
our external distribution relationships. The new 
facility provides space for expansion to support 
internal growth, as well as support future hos-
pital affiliations/acquisitions. This relocation 
and expansion has permanently reduced supply 
costs by millions of  dollars through the elimina-
tion of  the external distribution markups and 
provided us the opportunity to optimize order 
volumes and deliveries to reduce freight and 
labor cost. Additional benefits have included:

•  Improved efficiency through reduced 
number of  orders and reduced  
cross docking.

•  Waste reduction through the elimina-
tion of  double handling of  products.

•  Increased compliance to preferred 
suppliers and products.

•  Lowered risk exposure due to 
shortened supply chain.

•  Higher fill rates and fewer stock outages, 
leading to improved customer satisfaction.

Increased capacity to service additional 
demand, enabling us to service 100 percent 
of  our acute care facilities.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.

Hargraves: We look forward to integrat-
ing UPMC’s wholly owned subsidiary, Bio-
Tronics Inc., into the UPMC supply chain. 
Biotronics provides preventative mainte-
nance and repair services for medical and 
imaging equipment, surgical instruments, 
clinical and laser/image guided support and 
equipment management. Integrating Bio-
Tronics into the UPMC supply chain will 
lead to enhanced collaboration of  our fleet 
equipment initiative, as well as added service 
lines (lab equipment and lithotripsy) and im-
proved management and oversight of  exter-
nal equipment service contracts.

JHC: What is the most important quality 
you look for in a supplier partner?
Hargraves: Integrity. This means a sup-
plier who will not hide quality issues when 
they arise or attempt to push through price 
issue when they are not justified.

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Hargraves: The biggest change will be 
the adoption of  contractual commitments 
by more medical device manufacturers to 
go at risk for patient outcomes. Increased 
consolidation among providers, coupled 
with a nationwide increase in sophistica-
tion in hospital supply chain managers 
and the implementation of  the Affordable 
Care Act, will help end the era of  suppli-
ers being able to push price increases on 
providers with no corresponding increase 
in clinical efficacy.
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Laura Kowalczyk

Laura Kowalczyk brings an interesting perspective to work each day. Prior 

to joining University of  Florida Health Shands Hospital, she worked as a 

private practice attorney in healthcare. After transitioning into healthcare 

supply chain management, she worked for two major healthcare systems before 

moving to UFHealth Shands. Today, she oversees strategic sourcing, materials in-

formation system, publication services, central distribution, central sterile process-

ing, equipment distribution, house and surgical linen services, shipping and receiv-

ing, and the integrated service center.

JD, MPH, AVP supply chain 
services, University of Florida 

Health Shands Hospital, 
Gainesville, Fla.

Level 1 trauma center with 
973 licensed beds; cancer 
center; children’s hospital; 

critical care center; 
rehabilitation center; 

behavioral health center; 
over 900 UF College of 

Medicine and community 
physicians, together 
with 7,297 UF Health 

Shands skilled nurses and 
support staff; primary 
care, family medicine 

and subspecialty tertiary 
and quaternary services 

provided to patients with 
highly complex medical 
conditions; total annual 
purchasing volume of  

$240 million.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
Laura Kowalczyk: Endomechanical con-
version. Being new to the facility, without 
the benefit of  established relationships, pre-
sented an early hurdle in my tenure. Fortu-
nately, it also provided an opportunity for 
me to immediately develop these relation-
ships. Overcoming this has [enabled] supply 
chain services [to better interact] with the 
clinicians and administration. More impor-
tant, this has become supply chain’s new 
philosophy of  complete transparency with 
the clinicians and the formation of  partner-
ships, which have been aggressively perpet-
uated over the last two years in all of  supply 
chain’s interactions with both administra-
tion and clinicians.  

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Kowalczyk: There are several projects that 
we will pursue this year. The project of  great-
est impact will be [to increase] automation in 
supply chain services, not only to mine data 
but to support our efforts in developing met-
rics and reporting around product price par-
ity, standardization, outcomes and inventory 
management. [We are excited to work] with 

key partners to develop a system-based work-
flow to track and report product introduction 
and evaluation, with ongoing product out-
comes and incident reporting. This will en-
able us to create a product performance data-
base and tie this performance to our ongoing 
quality initiatives.

JHC: What is the most important quality 
you look for in a supplier?
Kowalczyk: The ideal supplier partners 
are strategically focused over the long-
term, regardless of  good or poor eco-
nomic trends. They must interact with our 
organization on the basis of  respect, open 
communication and trust. We seek suppli-
ers who routinely provide opportunities 
and value [and support our] needs, to focus 
on economics and outcomes. 

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Kowalczyk: As we continue to move through 
challenging economics, especially in the state 
of  Florida, suppliers and providers must be 
flexible and transparent around creating rela-
tionships that not only address costs and stan-
dard terms, but support the need for balance 
between financial and quality outcomes.  



The Journal of Healthcare Contracting | August 2013 21

ScD, MPM, RPh, vice president, 
HC Pharmacy and University 
of Pittsburgh Medical Center 

(UPMC), Pittsburgh, Pa.

$10 billion nonprofit, 
integrated global 

health enterprise; 5,000 
physicians; over 20 

academic, community 
and specialty hospitals; 

over 5,000 licensed beds; 
over 500 outpatient 

sites; long-term-care and 
retirement facilities; a 

growing international and 
commercial division; $1.9 

billion in annual spend 
and $10 billion in annual 

operating expenses.

Mary Beth Lang originally worked as a pharmacy manager at UPMC’s 

flagship hospital before joining Amerinet. In 2010, she returned to 

UPMC as a leader in the supply chain management department, 

with a focus on one of  the health system’s commercial subsidiaries, Prodigo So-

lutions®. In 2011, she assumed leadership of  the pharmacy supply chain and the 

for-profit company, HC Pharmacy Central, Inc. Today, she continues to oversee 

HC Pharmacy and is vice president, commercial services, for Prodigo Solutions.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
Mary Beth Lang: The challenging envi-
ronment that UPMC is facing with com-
pressed reimbursement and significant 
expense reductions in FY14 is driving the 
adoption of  horizontal service line manage-
ment. UPMC executives asked supply chain 
management to assume responsibility for 
running the pharmacy supply chain’s hori-
zontally integrated, centralized mechanism 
for controlling pharmaceutical spend un-
der a consolidated services procure-to-pay 
for-profit company, HC Pharmacy. SCM 
has added operational efficiency through 
focus on people and process in the first 12 
months. Additionally, HC Pharmacy leader-
ship has been added to the UPMC Health 
System Pharmacy & Therapeutics Commit-
tee, to expand the pharmacy service line ef-
forts to increase formulary compliance and 
limit product selection.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Lang: The focus will move from people and 
process to adding technology to HC Phar-
macy to continue to mirror the best-in-class 
level that UPMC supply chain management 
has attained. HCP is fully deploying Prodi-
goXchange for EDI transactions to leverage 

higher functionality and more efficient com-
munication at a lower cost over the current 
solution. HCP [also] will connect pharmacy 
contract vendors to ProdigoMarketplace and 
update mobile supply chain functionality in the 
distribution center and at hospital customer 
locations, for order and receipt efficiency and 
inventory visibility across the UPMC enterprise.  

JHC: What is the most important quality 
you look for in a supplier partner?
Lang: Trust: Strategic suppliers recognize 
that product selection criteria extend far 
beyond price to the consideration of  opera-
tional and clinical requirements valuable to 
UPMC and the patients we serve. 

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Lang: Under accountable care, health sys-
tems are relying on new approaches to more 
effectively treat diseases to reduce over-di-
agnosis, over-treatment and practice varia-
tion, [and to deliver] cost-effective, quality 
care across the continuum. The role of  the 
supply chain professional will evolve from 
acute-care-centric to a more significant role 
of  population health, focused on sourcing 
related to wellness, prevention and measur-
able outcomes under value-based contract-
ing with suppliers.

Mary Beth Lang
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Vivien Lunsford

V
ivien J. Lunsford joined Southeastern Health in 1988, orig-

inally as manager of  supply chain and more recently as  

director. Today, she oversees procurement, med/surg and 

service contracting, distribution, laundry processing, linen distribution, 

transporting, printing and mail services for the entire organization.
Director, supply chain 

management, Southeastern 
Health, Lumberton, N.C.

One acute care hospital; 40 
primary care, specialty and 
urgent care clinics; fitness 
centers with rehabilitation 

services; cancer center 
with home health/hospice; 
inpatient medical center; 

long-term-care center; 452 
licensed beds; $295 million 

in operating expenses  
for FY2012.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
Vivien J. Lunsford: In 2012 we had to de-
cide whether to renew a just-in-time contract. 
Over the past 15 years, we have achieved sig-
nificant success reducing inventory through-
out the organization by utilizing a low-unit-
of-measure ordering with EDI transactions. 
We have maintained an on-site perpetual 
inventory in supply chain management of  
$60,000 for over eight years. We have four 
surgical services departments utilizing our 
MMIS. And, to meet the challenges of  the 
Affordable Care Act, I recognized that a 
higher level of  service was required to en-
sure we support our clinicians in our new 
care delivery model. I developed an RFP that 
focused on my organization’s requirements 
[and enabled the vendor] to be flexible and 
creative. Vendor responses had to be entered 
directly into the RFP, enabling a fair evalu-
ation and a quick decision. One result has 
been a contracted unadjusted fill rate of  99 
percent, with penalties for noncompliance.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Lunsford: I have been a project lead on a lean 
initiative, strategic kaizen, [designed] to stan-
dardize the process of  obtaining capital equip-
ment and related service contracts. The team 
has produced a future state interactive value 

stream map, allowing our customers to obtain 
information about the responsibilities of  the 
stakeholders, forms [they should] use, detailed 
instructions and benefits. We recently used this 
model to purchase new anesthesia machines 
and save our organization over $200,000.

JHC: What is the most important quality 
you look for in a supplier partner?
Lunsford: Most important is whether or 
not a supplier will become an effective part-
ner is the quality of  their employees. I was 
impressed by the employees of  [our prime 
vendor]. Though you would expect a closer 
interaction with leadership and those in-
volved in the technical or business related 
activities of  the company, I also observed 
the relationship between the warehouse 
staff  and the top leadership indicating a 
strong sense of  team connection.

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Lunsford: The biggest change we need to 
[see] in healthcare contracting is an align-
ment of  goals between the suppliers and 
the providers. The hard work and focus has 
to be on prevention, not treatment. Compa-
nies that succeed will be those that partner 
with healthcare providers and the commu-
nities to develop products that keep people 
healthy for as long as possible. 
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 has equated to a real   
 economic benefit    
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B ill McFarland joined Cambridge Health Alliance (CHA) in 2000 as 

senior director, support services, which includes facilities, environ-

mental services, food services, security, parking & transportation, 

and materials management. In addition, he chairs the medical and surgical 

value analysis committees, and serves as secretary for the capital expendi-

ture review committee, on-call administrator and is chief  of  emergency pre-

paredness planning. In 2012, he also became president of  the New England 

Regional Healthcare Co-operative. 

Bill McFarland
Senior director materials 

management, Cambridge 
Health Alliance,  

Cambridge, Mass.

Three hospital campuses; 
350 inpatient beds; two 
hospitals and 22 clinics; 

an extensive primary care 
network and employed 
physician model; total 

CY2012 purchasing volume 
was $110 million.

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved  
in recently?
Bill McFarland: Recently, I was involved 
in the planning, bidding, standardization 
and purchase of  IV infusion pumps. These 
pumps, often referred to as smart pumps, 
will improve patient safety and improve 
staff  productivity. This project has involved 
working with nursing, pharmacy, IT and 
biomedical engineering. The pumps are 
able to update wirelessly while safeguarding 
against medication errors.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
McFarland: Currently, we are working 
with human resources, physicians and an-
cillary departments on a managed service 
provider relationship. Controlling tempo-
rary staffing costs has been a huge chal-
lenge for the Alliance for several years. It 
is hoped that by working with a vendor us-
ing a managed service provider approach, 
CHA will be able to standardize the ap-
proach, rates and terms and conditions that 
we currently experience with several of  our 
vendors. We are also looking to automate 
the request through an invoicing process, 
which we hope will result in additional sav-
ings to the organization.

JHC: What is the most important quality 
you look for in a supplier partner?
McFarland: We look for vendors who en-
gage in a dialogue about a mutually beneficial 
relationship and who are willing to optimize 
the relationship on both sides of  the equa-
tion. In order to do this, each party needs to 
understand the other’s needs and be willing 
to be as transparent as possible about their 
issues and concerns. It is hoped that through 
an open and honest dialogue we can create a 
corresponding win-win opportunity.

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
McFarland: The shift of  healthcare reim-
bursement away from fee-for-service to cov-
ered lives will test supply chain professionals. 
Reimbursements will be in decline during the 
transition. Once [we have] converted to the 
new reimbursement system, healthcare orga-
nizations will need to cover a broader supply 
chain, as incentives focus on keeping patients 
healthy rather than treating patients who are 
ill. Preventative medicine is going to be a 
challenge to determine what will be effective. 
Traditional purchasing patterns will undergo 
changes, forcing professionals into areas 
where they are not currently proficient. And, 
value will be influenced by more consumer 
demand than the traditional captive market.
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Richard Rouse II

After joining Southern Illinois Healthcare in 1983, Richard 

Rouse II spent three years in central supply before moving into 

materials management. After working five years as the shipping/

receiving clerk, he received a series of  promotions – first to warehouse 

manager, then supply chain manager and finally to director of  materials 

management five years ago. Today, his responsibilities include oversight 

for all aspects of  supply chain management, including procurement and 

delivery of  supplies to the IDN’s three hospitals, two physician clinics and 

36 physician offices. In addition, he is responsible for central supply at two 

hospitals, where he directs the system value analysis teams.

Corporate director of  
materials management, 

Southern Illinois Healthcare, 
Carbondale, Ill.

Three hospitals, two 
physician clinics and  
36 physician offices;  

297 beds; $50 million  
in supply spend.

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved  
in recently?
Richard Rouse II: Over the last 24 months 
we have begun putting plans in place to 
maximize our GPO relationship. The first 
step in the process was to implement a 
benchmarking tool to calculate where we 
were in comparison to other facilities our 
size. Next, we looked at all the items we were 
purchasing and made sure we had some type 
of  contracts and were slotted on the cor-
rect tier. The third step was to develop and 
implement a systemwide value analysis team 
to help with standardization of  products 
across the system. It has taken almost two 
years to accomplish this, but we are starting 
to see our overall price index drop. 

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Rouse: We are implementing lean daily 
management across our system. We have 
started the process in our two central sup-
ply departments and will also be doing so 

at our central distribution center this sum-
mer. This will allow us to look at all of  our 
processes and work to eliminate waste. We 
know we have to become more efficient as 
we work through today’s challenges. 

JHC: What is the most important quality 
you look for in a supplier partner?
Rouse: I look for suppliers that align with 
our mission and values. I think it is very 
important to have a solid partnership that 
allows both sides to look for solutions and 
communicate them. 

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Rouse: As healthcare reform continues to 
put pressure on us to reduce supply cost, 
price transparency is going to become 
more important. Physician and clinical sup-
port are going to be a very important link 
to negotiating the best price for a quality 
product. As we become better informed to 
make these decisions, vendors will need to 
develop strategies that align with our needs. 
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Deborah 
Petretich Templeton

After working two summers in the pharmacy internship program 

at Geisinger Health System, in 1981 Deborah Petretich Tem-

pleton was hired as a staff  pharmacist. Her role at Geisinger 

grew over the years, and in 2013 she was appointed chief  of  care sup-

port services. Today, she oversees the corporate pharmacy, which includes 

acute care, home care, health plan and retail programs, as well as supply 

chain services.
Chief, care support services, 

Geisinger Health System, 
Danville, Pa.

Services 2.6 million 
residents of Central and 
Northeast Pennsylvania; 

1,363 inpatient beds; four 
acute care platforms; 41 

community practice sites; a 
drug and alcohol chemical 
dependency center; two 
long-term-care facilities; 

annual spend of $3 billion.

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved  
in recently?
Deborah Petretich Templeton: The 
most rewarding project has been the cre-
ation of  a new service line called care sup-
port services. Under this umbrella, we will 
house our supply chain and new consoli-
dated pharmacy service lines to leverage op-
portunities across the health system. With 
the creation of  the enterprise (corporate) 
pharmacy, our patients can experience en-
hanced benefits, such as the use of  common 
drugs across the system and a cohesive ap-
proach to their use across disciplines. 

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Templeton: In conjunction with nurs-
ing services, we will be launching a charter 
floor in a new care delivery model through 
a project we call Healthcare Enabled Lo-
gistics Program (HELP).  Project HELP is 
designed to remove the caregiver from lo-
gistics activities, such as hunting, hoarding 
and gathering of  supplies and equipment 
needed to deliver care. By removing the 
caregiver from these tasks, nurses should 
be able to spend more time on patient care, 
focused on improving quality indicators and 
patient satisfaction. We also are redesigning 

the delivery of  the supplies and equipment 
by consolidating the delivery methods for 
items like linen, mail, supplies, etc.

JHC: What is the most important quality 
you look for in a supplier partner?
Templeton: We look for the willingness to 
understand the vision that we have for care 
delivery and process transformation, [as 
well as the willingness] to look within their 
own shops for activities that we can share to 
improve or change the way we do business, 
to remove cost and/or to make healthcare 
safer and more effective for our patients.  

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Templeton: We can expect to see an under-
standing of  requirements of  new population 
management structures, [such as] coopera-
tive models, shared services and exchanges. 
We also will see merged patient needs elimi-
nate the class of  trade boundaries; payer eco-
nomic oversight/provider quality delivery; 
contracting partners; risk stratification and 
control to decrease cost; outcomes-driven 
decisions; and a greater patient role in disease 
management. Data standards in healthcare 
application will be a must. And, we will see 
new relationships emerge (e.g., vendor reps’ 
role as sales vs. service and value vs. volume). 
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Donna J. Van Vlerah

Following a 20-year career with the U. S. Marine Corps as a logistician, and 

position in contracting and compliance & ethics in the aerospace industry, 

Donna J. Van Vlerah joined Parkview Health in 2009. Today, she develops 

and implements the health system’s strategic direction and is responsible for creat-

ing, implementing, transforming and leading its global supply chain process. She 

oversees supply chain transition, acquisition activities and support services.

Vice president supply chain, 
Parkview Health,  
Fort Wayne, Ind.

Six hospitals (eight 
facilities); 777 beds; annual 

revenues of $1.2 billion; 
2012 spend of $150 million; 

inpatient discharges of 
33,038; outpatient count 
of 340,302; service area 
population of 820,000; 

8,500 co-workers; 
$150,000,000 in  

charity care.

The Journal of Healthcare Contracting: 
What has been the most challenging and reward-
ing project you have been involved in recently?
Van Vlerah: We developed a three-year stra-
tegic plan to overhaul the existing resource 
materials management department into an 
end-to-end supply chain. We discovered that 
the current model of  distribution would not 
be able to meet the supply chain needs of  
our customers and fully support the end-
state vision for the health system. So, a deci-
sion was made to open a centralized distri-
bution center to fully support a centralized 
purchasing and contracting platform. This 
required a complete renovation of  our sup-
ply chain model to include people, processes 
and technology. Our end-state goal was to 
operate a collaborative, effective, responsive 
and cost efficient end-to-end supply chain 
in a fully automated and virtual inventory 
management environment. A summary of  
key tasks in a 13-month timeframe included: 
the development of  a comprehensive con-
struction plan for the distribution center; 
the selection of  a warehouse management 
software solution with a demand forecast-
ing module, virtual inventory capability and 
a robust point of  use system with patient 
charging capabilities; reorganization of  a 
traditional resource materials management 
department to our proposed supply chain 
operational resources eNovation depart-
ment; development and implementation of  
significant change to business practices; and 

development of  an organizational accep-
tance and change management plan.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Van Vlerah: Currently, we are working on a 
detailed evaluation of  disaster planning for the 
Six Sigma process (DMAIC). [We are looking 
to] define the problem and link supply stock-
ing and practices against identified hazardous 
vulnerability assessments for our hospital sys-
tem. This will ensure correlation of  the high 
threats and detailed reaction plans. 

JHC: What is the most important quality 
you look for in a supplier partner?
Van Vlerah: The most important quality is 
flexibility, coupled with honesty in the stra-
tegic partnership.  

JHC: What is the greatest change we can ex-
pect to see in healthcare contracting in the 
next five years?
Van Vlerah: Clinical integration is foun-
dational to the challenging healthcare en-
vironment. As such, we will see closer 
relationships between the supply chain pro-
fessionals, our internal healthcare customers 
(i.e., physicians, corporate finance, COOs 
and hospital/physician office practitioners) 
and strategic suppliers. Commercial / gov-
ernmental best practices, Lean 6-Sigma and 
innovative philosophies must be employed 
to design the future healthcare supply chain. 
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Interoperability now
Supply chain executives need to be vocal about the need  
for medical-equipment interoperability

August 2013 | The Journal of Healthcare Contracting34

Does this sound like your ICU?
Patients surrounded by defibrillators, electrocardio-

graphs, vital signs monitors, ventilators and infusion 
pumps – all from different manufacturers and unable to 
exchange data with each other, requiring a costly, complex 
information technology infrastructure and introducing the 
potential for miscommunication. 

It’s a picture painted by the Gary and Mary West Health 
Institute (WHI) in its recently released report, “The Value 
of  Medical Device Interoperability: Improving patient care 
with more than $30 billion in annual health care savings.” 

The upshot of  this electronic 
Tower of  Babel are compromises 
in patient care and safety, not to 
mention lots of  wasted dollars, says 
San Diego-based WHI. And it’s 
not likely to go away until the hos-
pital industry demands that equip-
ment vendors address the problem. 
To be sure, IDN administrators, 
medical staff, and biomedical and 
IT professionals should lead the 
charge, but supply chain executives 
should be at the table as well, par-
ticularly during contract negotia-
tions. To be effective, though, they 
have to be familiar with the topic 
and terminology.

Seamless communication
West Health Institute, an indepen-
dent, nonprofit medical research 
organization, in its analysis, defines 
medical device interoperability as the 
ability of  medical devices and sys-
tems to seamlessly communicate and 
exchange information. By allowing  

for the exchange of  data with other medical devices and 
with patient data sources and repositories, such as electronic 
health records, medical device interoperability would en-
hance the function of  the systems and devices. 

Interoperability can help organizations avoid adverse 
events and inefficiencies, such as:

•  Redundant testing resulting from  
inaccessible information.

•  Clinician time spent manually entering information.
•  Increased length of  stay from delays  

in information transfer.
•  Device testing and 

development costs.
•  Provider costs to integrate 

devices with electronic  
health records.

More important, interoper-
ability can positively affect patient 
care, says the organization, offering 
this example in its analysis: If  a can-
cer patient’s pain medication is dis-
tributed by an infusion pump that 
receives direct information from 
that patient’s vital signs monitor, it 
could ensure the patient isn’t over-
medicated by mistake. (Typically 
these systems are independent and 
require multiple manual settings, all 
of  which increase the potential for 
error and raise costs.)

Not only should medical devices 
and equipment interact with each 
other, but they should also have 
the capability of  interacting with 
the hospital’s or IDN’s electronic  

Not only should 
medical devices and 
equipment interact 
with each other, but 

they should also have 
the capability  

of interacting with  
the hospital’s or  
IDN’s electronic  
health record.
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health record. That isn’t happening today, according to 
WHI. Citing a study by HIMSS, the organization points 
out that more than 90 percent of  hospitals surveyed by 
HIMSS use six or more types of  devices (such as defibril-
lators, electrocardiographs, vital signs monitors, ventilators 
and infusion pumps) that could be integrated with electronic  

health records systems. Yet only a third of  the hospitals actu-
ally integrate medical devices with EHRs.

What’s more, those providers that are investing in in-
teroperability integrate fewer than three types of  devices 
on average, a far cry from the six to 12 devices that may 
be present around an intensive care unit bed. “This lack of  

interoperability creates significant sources of  
waste and risk to patient safety because of  in-
complete or stale information clinicians must 
rely on for workflow and decision making,” 
says WHI in its analysis.

Think holistically
Contracting executives, hospital administra-
tors and others willing to broach the interop-
erability issue with vendors need to think 
holistically, says Aaron Goldmuntz, senior di-
rector of  strategy and ecosystem engagement, 
West Health Institute. The purchase price of  
medical devices and equipment is important, 
but executives should take into consideration 
the much-bigger payoff  of  interoperability – 
improved patient care and reduced operating 
costs. The problem is, even if  one hospital’s 
or IDN’s executives think big picture, prog-
ress will be slow until the entire industry gets 
behind the effort, he says.

Providers have their work cut out for them, 
as progress has been slow, says Goldmuntz, who 
cites a simple example. The typical cell phone 
employs something called “current time pro-
tocol,” meaning that its internal clock is auto-
matically adjusted for daylight savings time or 
standard time. But still, in many hospitals, staff  
must manually change clocks come daylight sav-
ings time. It’s more than inconvenient. The lack 

Aaron Goldmuntz
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“Contracting executives, hospital administrators and 
others willing to broach the interoperability issue  

with vendors need to think holistically.”
  – Aaron Goldmuntz, senior director of strategy and ecosystem engagement, West Health Institute
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The benefits from interoperability arise from four primary 
activities, with implications on patient care and cost, ac-
cording to West Health Institute:
1.  Reduction of adverse events due to safety interlocks 

($2 billion).
2.  Reduced cost of care – avoidance of redundant testing 

($3 billion).
3.  Increased clinician productivity – decreased time 

spent manually entering information ($12 billion).
4.  Increased capacity for treatment – shortening length 

of stay ($18 billion).

Drug errors
Medical device interoperability will facilitate the push of 
test results and vital signs readings to clinicians or phar-
macists and automate the integration of relevant infor-
mation to inform ordering decisions, thus avoiding or-
dering errors stemming from lack of patient information 
or inadequate monitoring. Interoperability can address 
transcription and administrative errors by allowing EHRs, 
physiological monitoring devices and medication admin-
istration devices to communicate in a seamless manner. 

Diagnostic errors
Diagnostic errors result from a variety of root causes, such 
as a failure to account for symptoms, order appropriate 
tests and consider all relevant diagnoses. Medical device 
interoperability can reduce such errors by making symp-
tom readings available in real time and pushing test re-
sults to the care provider in a timely and clear manner. 

Failure to prevent injury
“Failure to prevent injury” encompasses a variety of po-
tentially preventable conditions. A primary example is 
ventilator-associated pneumonia. Interoperability can 
reduce its incidence by automating and facilitating the 
monitoring of physiological parameters and matching 
the ventilator support needed by individual patients. This 
is particularly important for managing ICU patients with 
dynamic vital signs and lung capacity. Interoperability 

supports clinicians in performing frequent “ready to wean” 
assessments, which leads to fewer ventilator days and thus 
fewer cases of pneumonia. Postoperative shock can also 
be addressed by improved interoperability, as integrating 
continuous vital signs monitoring with alarm systems has 
been shown to reduce its incidence by allowing earlier in-
tervention in patients whose condition is deteriorating. 

Costs resulting from redundant testing
Redundant testing stems from numerous factors, including 
“defensive medicine,” but it is often simply the result of mis-
placed, delayed or illegible hard-copy test results. Greater 
interoperability would allow test results to flow directly 
into an EHR, eliminating the problem of misplaced or illeg-
ible results. Redundant tests due to liability or other hospi-
tal policy-related justifications would not be impacted. 

Costs resulting from clinician time spent 
manually entering information
Studies estimate that about 35 percent of a nurse’s shift 
time is spent on documentation. A significant proportion 
of this time is spent manually entering vital signs read-
ings onto paper charts or into EHRs. Interoperability can 
eliminate this time by automatically sending readings 
from devices to EHRs. Another source of inefficiency is 
time spent manually programming devices (e.g., infu-
sion pumps), which is a complex, cumbersome process 
today. Interoperability significantly reduces this time by 
enabling the automatic population of provider- ordered 
and pharmacist-validated infusion variables directly into 
the infusion device. 

Costs resulting from increased length of stay
Delays in receiving test results hinder decision-making, 
unnecessarily extending the length of ED visits and in-
patient hospital stays. By pushing test results to the cli-
nician, medical device interoperability would accelerate 
decision-making, reducing length of stay and providing 
opportunities for “right-sizing” of departments or avoid-
ance of future staff augmentation. 

Financial impact of interoperability

Source: “The Value of Medical Device Interoperability: Improving patient care with more than $30 billion in annual 
health care savings,” March 2013, West Health Institute, https://s3.amazonaws.com/wwhi.org/interop/WHI-The_Value_
of_Medical_Device_Interoperability.pdf
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As contracting executives discuss interoperability with 
their administrators, clinicians, biomed and IT profession-
als, and device and equipment vendors, they may hear 
references to the following organizations.

IHE® – Integrating the Healthcare Enterprise
Founded in 1997 by HIMSS and the Radiological Society 
of North America, IHE is a global non-profit entity that en-
ables the collaboration of healthcare providers and indus-
try leaders to work together to improve interoperability 
and exchange of health information. IHE is based on a fully 
cooperative partnership model with over 350 member 
organizations that contribute over 2,000 individual volun-
teers participating in IHE committees. http://www.iheusa.
org/docs/IntroductiontoIHE_F2011_02_17.pdf.

IEEE
The IEEE Standards Association is a globally recognized 
standards-setting body within IEEE, which develops 
consensus standards through an open process that en-
gages industry and brings together a broad stakeholder 
community. IEEE standards set specifications and best 
practices based on current scientific and technological 
knowledge. The IEEE-SA has a portfolio of over 900 ac-
tive standards and more than 500 standards under de-
velopment. Recent additions to the family of IEEE 11073™ 
standards approved by the IEEE Standards Association 
Standards Board are designed to help healthcare product 
vendors and integrators create devices and systems for 
disease management, health and fitness and indepen-
dent living that can help save lives and improve quality of 
life for people worldwide. www.ieee.org.

DICOM – Digital Imaging and  
Communications in Medicine
DICOM is the international standard for medical im-
ages and related information (ISO 12052). It defines 
the formats for medical images that can be exchanged 
with the data and quality necessary for clinical use. DI-
COM is implemented in almost every radiology, cardi-
ology imaging, and radiotherapy device (X-ray, CT, MRI, 
ultrasound, etc.), and increasingly in devices in other  

medical domains such as ophthalmology and dentistry.  
http://medical.nema.org

HL7
Founded in 1987, Health Level Seven International (HL7) 
is a not-for-profit, ANSI-accredited standards-developing 
organization dedicated to providing a comprehensive 
framework and related standards for the exchange, in-
tegration, sharing, and retrieval of electronic health in-
formation that supports clinical practice and the man-
agement, delivery and evaluation of health services. 
HL7’s 2,300+ members include approximately 500 cor-
porate members who represent more than 90 percent 
of the information systems vendors serving healthcare.  
http://www.hl7.org

Medical Imaging and Technology Alliance (MITA)
The Medical Imaging & Technology Alliance, a division of 
the National Electrical Manufacturers Association (NEMA), 
is the collective voice of medical imaging equipment 
manufacturers, innovators, and product developers. It 
represents companies whose sales comprise more than 
90 percent of the global market for medical imaging tech-
nology. MITA provides leadership for the medical imaging 
industry on legislative and regulatory issues at the state, 
federal, and international levels. It is also a standards-de-
velopment organization for medical imaging equipment. 
These standards are voluntary guidelines that establish 
commonly accepted methods of design, production, 
testing and communication for imaging and cancer treat-
ment products. Sound technical standards of this kind 
improve safety and foster efficiencies in how care is deliv-
ered. http://www.medicalimaging.org.

MD PnP
The Medical Device “Plug-and-Play” (MD PnP) Interop-
erability Program is accelerating the adoption of medi-
cal device interoperability to enable the creation of 
complete and accurate electronic health records and 
the cost-effective development of innovative third-
party medical “apps” for diagnosis, treatment, re-
search, safety and quality improvements, equipment  

Organizations you should know
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management, and adverse event detection and re-
porting when using networked medical devices for 
clinical care. The MD PnP team is working to develop 
sharable databases, tools, and applications that will en-
able a broader community of researchers and manu-
facturers to implement medical device interoperability.  
http://www.mdpnp.org/devicesynchronization.html

The Association for the Advancement  
of Medical Instrumentation
AAMI is a nonprofit organization founded in 1967, which 
supports the healthcare community in the development, 

management, and use of safe and effective medical tech-
nology. The AAMI standards program consists of more 
than 100 technical committees and working groups that 
produce Standards, Recommended Practices, and Tech-
nical Information Reports for medical devices. Standards 
and Recommended Practices represent a national con-
sensus and many have been approved by the American 
National Standards Institute (ANSI) as American National 
Standards. AAMI and the Food and Drug Administration 
will host the 24th AAMI/FDA Annual International Con-
ference on Medical Device Standards and Regulation in 
March 2014. www.aami.org

of  time synchronization among medical devices can result in 
inaccurate time-stamps of  clinical data recorded in the elec-
tronic medical record, and can complicate the synchronization 
of  data from multiple devices when analyzing adverse events.

Not for lack of standards
Part of  the reason for limited interoperability is the high 
cost and complexity of  medical device integration, which 
results from the lack of  incentives for medical device and 
HIT companies to use open interfaces to establish inter-
changeable interoperability, points out WHI in its analysis. 
“In contrast to the ‘plug and play’ world of  consumer elec-
tronics, where consumer demand for simple and seamless 
functionality has driven convergence on a few common 
standardized interfaces and platforms, healthcare provid-
ers have not required a consistent means for achieving in-
teroperability. As a result, there is a wide range of  methods 
used by device vendors today.”

Indeed, the lack of  medical device interoperability is 
not due to a lack of  standards, says Goldmuntz. Several 
medical-device-related standards are in use today, including 
DICOM, IHE and IEEE 11073. (See related article.) “The 
problem is a lack of  adoption of  them in a consistent way,” 
he says. 

One of  those standards – DICOM – has gained wide 
implementation among manufacturers of  imaging equip-
ment for one reason: Radiologists asked for it. “They 
wanted to check images from their homes or from the 
hospital, so they applied pressure for manufacturers to 
move toward that standard format,” says Goldmuntz. It’s 
similar to consumer demands for standards, such as the 
ubiquitous USB port.

“In healthcare, [contracting executives] have the oppor-
tunity to provide clear and consistent requirements to help 
vendors adopt interoperability standards. 

“It’s a call to action.” JHC

“In contrast to the ‘plug and play’ world of consumer electronics, 
where consumer demand for simple and seamless functionality 

has driven convergence on a few common standardized 
interfaces and platforms, healthcare providers have not required 

a consistent means for achieving interoperability.”
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amerinet

Amerinet welcomed more than 1,500 healthcare 
professionals to its 2013 Member Conference in Orlando, 
Fla., in May. 

“Our Member Conference is a celebration of  excellence for 
our members and suppliers, and also serves as the centerpiece 
of  a shared dialogue on how we can collaborate to lead and 
transform healthcare in the pay-for-performance era, where 
cost reduction and quality improvement will be the focus,” said 
Todd Ebert, Amerinet president and CEO, at the conference.

The tradeshow featured nearly 800 suppliers and 300 
booths. Amerinet suppliers participated in a “reverse trade 
show,” a session offering them the opportunity to learn 
more about Amerinet, with representatives from Amerinet 

teams, including those from contracting, marketing, sales, 
affiliates and regional alliance groups.

The GPO held its annual Niche/New Technology/Diver-
sity Show at the conference, an opportunity for non-con-
tract vendors to present innovative and diverse healthcare 
products and services. Over the past several years, Ameri-
net has contracted with a number of  suppliers who partici-
pated in the show, according to the organization. Among 
the products and resources presented this year were: 

• Real-time predictive analytics.
• Lead-free radiology apparel.
• Organic products.
• Miscellaneous electronic technology.
• Safety products.

education
Plenary sessions included: “Leading in a Crisis: Tough Times 
Don’t Build Character…They Reveal It!” by Major Gen. Vinny 
Boles, USA (Ret.); and “Disney’s Approach to Inspiring Excel-
lence.” Professional-development offerings included “Value 
Chain Management, Disney Style,” “Disney’s Approach to 
Building a Culture of  Healthcare Excellence,” and “Transform-
ing Healthcare: Five Key Strategies for Effective Implementa-
tion of  a Lean Management System in Healthcare,” by Christo-
pher J. Backous, MHA, Virginia Mason Institute.

Clinical sessions focused on patient safety and quality is-
sues. Topics included the challenges of  medication manage-
ment in nuclear medicine; protecting patients, caregivers and 

bottom lines with bar coding; and lab requests 
for Vitamin D.

Supply chain sessions included:
•  “The Healthier Hospitals Initiative – Driv-

ing Sustainability in the Supply Chain,” by 
Gary Cohen, president and executive direc-
tor, Health Care Without Harm.

•  “The Complexity of  Today’s World in 
Healthcare,” Scott Adams, corporate 
vice president, Medical Distribution 
Solutions Inc. (publisher of  the Journal of  
Healthcare Contracting).

•  “Leadership and Accountability – Creating and Sus-
taining a Culture of  Excellence,” by Stephanie Baker, 
MBA/HCM, BSN, RN, CEN, Studer Group.

awards
Community Impact and/or Innovation Awards, recogniz-
ing members for outstanding humanitarian achievement 
within the communities they serve or innovative excellence 
at their organizations, were awarded to:

•  Coastal Connect HIE, Wilmington, N.C. Project title: 
Coastal Connect Health Information Exchange.

•  Fairfield Medical Center, Lancaster, Ohio. 
Project title: A Community Model for Increasing 
Survival Following Sudden Cardiac Arrest.

amerinet member Conference

todd ebert, amerinet 
president and CeO

the trade show featured nearly 800 
suppliers and 300 booths.
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•  Highlands Hospital, Connellsville, Pa. Project title: 
Post Traumatic Stress Disorder Intervention Pro-
gram for Veterans in a Rural Setting.

Financial and Operational Improvement Award, honoring 
the achievements of  members who enhanced the bottom 
line, improved cash flow, maximized net patient revenue 
and implemented strategic operational improvements 
within their organizations, was awarded to:

•  Fairfield Medical Center, Lancaster, Ohio. Project 
title: MS-DRG: Improving Clinical Documentation 
to Optimize Financial Reimbursement.

•  Hospice By The Bay, Larkspur, Calif. Project title: 
Hospice By The Bay’s Cost Containment Project – 
“How to Lose a Million Dollars: A case study.”

•  St. Alexius Medical Center, Bismarck, N.D. Project 
title: Construction of Technology and Education Center.

Quality/Patient Care Delivery and/or Patient Satisfaction 
Award, recognizing members who executed quality and pa-
tient safety strategies and processes to deliver exceptional 
patient satisfaction, was awarded to:

•  Sun Radiology, Peoria, Ariz. Project title: Ending  
Alzheimer’s in this Generation – First Step – DIAGNOSIS.

•  Verde Valley Medical Center, Cottonwood, 
Ariz. Project title: Verde Valley Medical Center’s 
Whole Hospital Culture.

•  Verde Valley Medical Center, Cottonwood, 
Ariz. Project title: Central Line Bloodstream Infec-
tion Reduction Task Force.

Supply Chain/Data Management or Supply Cost Efficien-
cies Award, acknowledging members who drove value and 
efficiency for their organizations through expansive thinking 
and original techniques in supply chain and data manage-
ment, was awarded to:

•  ProMedica, Maumee, Ohio. Project title: Clinical Value 
Analysis Pilot – ProMedica Heart and Vascular Institute.

•  The Polyclinic, Seattle, Wash. Project title: 
Clinical Resupply Transformation.

•  Virginia Mason Medical Center/On Behalf of 
the Northwest Pharmacy Council, Seattle, 
Wash. Project title: Negotiating a Wholesaler 

Prime Vendor Contract: Lessons Learned by a 
Diverse Member Network.

amerinet Choice achievement awards
Top Members for Contract Utilization:

• Chippewa County Montevideo Hospital, Montevideo, Minn.
• Fairfield Medical Center, Lancaster, Ohio
• Flagstaff  Medical Center, Flagstaff, Ariz.
• Good Samaritan Hospital, Corvallis, Ore.
• Marietta Memorial Hospital, Marietta, Ohio.
• McKay-Dee Hospital Center, Ogden, Utah.
• NorthBay Healthcare, Fairfield, Calif.
• OSF Saint Anthony Medical Center, Rockford, Ill.
• Virginia Mason Medical Center, Seattle, Wash. 

Amerinet Choice Achievement Awards for Member Pur-
chase Volumes

•  $8 Million Club: Memorial Sloan-Kettering Cancer 
Center, New York, N.Y.

•  $7 Million Club: OSF Saint Francis Medical Center, 
Peoria, Ill.

•  $5 Million Club: Virginia Mason Medical Center, 
Seattle, Wash.; St. Joseph’s Hospital Health Center, 
Syracuse, N.Y.

•  $4 Million Club: OSF Saint Anthony Medical 
Center, Rockford, Ill.

•  $3 Million Club: Community Hospital, Munster, Ind.
•  Multiple $2 Million Club and $1 Million Club 

members were also recognized.

amerinet Supplier Performance awards
• Manufacturer Over $25 Million: Johnson & Johnson.
• Manufacturer Under $25 Million: Sysmex.
• Services Over $25 Million: Verizon Wireless.
• Services Under $25 Million: Craneware Inc.
• Distributor Over $25 Million: Cardinal Health.
• Distributor Under $25 Million: Besse Medical.
• Amerinet Choice Supplier: Smith & Nephew.
• Amerinet Choice Pharmaceutical Supplier: Pfizer.
• Supplier Diversity: Phoenix.
• Niche/New Technology: Hemosure Inc.
•  Amerinet Supplier Growth Leaders were recognized in the 20 
Percent Club, 50 Percent Club and 100 Percent Club. JHC
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premier Breakthroughs Conference
San Antonio was the place to be during the second 
week of  June, for fans of  basketball…and healthcare.

As the Spurs faced the Miami Heat in the NBA Finals, 
more than 4,000 clinicians, administrators, healthcare ex-
perts and suppliers were at Premier healthcare alliance’s 
2013 Breakthroughs Conference.

Premier Chief  Operating Officer Mike Alkire emphasized 
the importance of  teamwork in hoops and healthcare alike 
during his keynote speech. “As Michael Jordan was so fond of  

saying, ‘Talent wins games. Teamwork wins championships.’ 
We need to leverage our individual talents to pursue common 
goals. Healthcare providers: Your expertise, your core com-
petency is providing top quality patient care. Manufacturers: 
You create innovations that lead to efficiencies, improved out-
comes and a better quality of  life. And Premier’s core com-
petency is organizing these parts into a championship team.” 

education
The Conference featured multiple tracks, including:

•  Continuum of  care, for health systems and physician 
leaders interested in growth opportunities beyond 
the acute care setting.

•  Eliminating harm. Topics covered included sepsis, 
catheter-associated urinary tract infections, fall pre-
vention and infection prevention.

•  Population health, for leaders interested in integrat-
ing care and reimbursement across the continuum.

•  Lean strategies. Topics included Six Sigma tools to reduce 
costs, and using Lean to design a discharge-from-triage process.

•  Outcomes research, including use of  the Premier 
Research Services’ comparative database to conduct 
studies to promote improved clinical outcomes.

•  Physician engagement. Topics included the correlation 
between physician engagement and quality; the Institute 
Model, designed to enhance collaboration with em-
ployed, leased and independent physicians; and leverag-
ing physician focus in community and rural settings..

innovation Celebration
For the fifth year in a row, Premier hosted its annual In-
novation Celebration to recognize advances in healthcare 
that can improve patient outcomes and reduce waste. On 
display were 14 medical innovations, selected by a commit-
tee of  clinicians and other Premier alliance members. Any 
supplier, regardless of  whether the company is contracted 
with Premier, can be considered for participation.

Technologies cited for innovation were:
•  DX System (implantable cardiac defibrillator),  

by BIOTRONIK.
•  Kangaroo Zak ™ (to facilitate kangaroo care sessions 
in the NICU and post-partum), by Nurtured By Design.

•   S-Monvette® (blood collection system), by Sarstedt.
•  BLOXR (radiation protection products), by BLOXR.
•  Ameritus First Pump (for enteral feedings in the 

NICU and PICU), by Kentec Medical.
•  Biosentry Tract Sealant System (for use in percu-

taneous lung biopsies), by Angiotech.
•  Thunderbeat (ultrasonic and advanced bipolar 

energies), by Olympus America Inc.
•  ENDOEYE FLEX 5 (autoclavable 5mm HD articulat-

ing video-laparoscope), by Olympus America Inc.
•  Electrocardiograph and WebECG management 

service, by Spaulding Clinical.
•  NovaCath™ integrated IV catheter system, by 

Tangent Medical.

2013 Award Winners.
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•  KITCHECK (for pharmacy department inventory),  
by SKYTRON.

• BioFlo PICC, by AngioDynamics.
•  UltraLase Wave Guide, by Laser Engineering Inc.
•  CARDIOSAVE IABP (intra-aortic balloon pump),  

by MAQUET.

Awards
More than 200 hospitals, health systems and suppliers were rec-
ognized for their efforts to provide high-value care at low costs. 

QUEST Award for High-value Healthcare. (Honors hos-
pitals for achieving top performance in all six of  the areas 
measured in Premier’s QUEST collaborative: reducing harm, 
mortality, readmissions and costs; improving the patient expe-
rience; and reliably delivering evidence-based care.)

• Catawba Valley Medical Center of  Hickory, N.C.
• Memorial Hospital Miramar of  Miramar, Fla.
• St. Clare Hospital of  Baraboo, Wisc.
•  Texas Health Harris Methodist Hospital Azle of  Azle, 

Texas (for the second year in a row)
•  University Hospitals Geneva Medical Center  

of  Geneva, Ohio
In addition, 54 QUEST members were recognized for 

achieving top performance in five or four QUEST areas. 

Supply Chain Performance, Innovation Awards.
•  Fairview Health Services of  Minneapolis and Henry 

Ford Health System of  Detroit. 
•  In addition, 29 organizations were honored with the 

Supply Chain Excellence Award, given to hospitals 
with advanced supply expense performance as mea-
sured by Premier’s SupplyFocus® solution. 

ASCEND Peak Performance Award (for exceptional 
supply chain performance)

• Alamance Regional Medical Center of Burlington, N.C.
• Commonwealth Health Corporation of Bowling Green, Ky.
• Presbyterian Healthcare Services of Albuquerque, N.M.
• Tanner Health System of Carrollton, Ga.
• TriHealth, Inc. of  Cincinnati, Ohio

ASCEND hospitals reduce costs through simplified 
and consistent purchasing processes, appropriate clinical 
utilization and specially negotiated contracts, according 

to Premier. The 400 ASCEND hospitals represent $9.2 
billion in supply chain purchasing volume and more than 
65,000 hospital beds. Participants benefit from 126 suppli-
ers and 226 contracts. To date, more than $150 million in 
savings has been identified across the collaborative.

For the first time, seven suppliers received an ASCEND 
award for helping collaborative members lower costs, as well 
as for exemplary customer service and clinical excellence:

• Atrium Medical Corporation of  Hudson, N.H.
• Compression Therapy Concepts of  Eatontown, N.J.
• Draeger Medical Inc. of  Telford, Pa.
• Procter & Gamble of  Cincinnati, Ohio
• Medline Industries Inc. of  Mundelein, Ill.
• Standard Textile Company Inc. of  Cincinnati, Ohio.

Diversity Award (Recognizes a Premier member hospital 
or health system and a contracted supplier for purchasing 
goods and services from diverse suppliers, and developing 
procurement strategies aligned with their communities.)

• Carolinas HealthCare System of  Charlotte, N.C.
• American Medical Depot of  Miramar, Fla.

Premier also recognized Cincinnati-based TriHealth 
and Owens & Minor Inc. of  Mechanicsville, Va. (recog-
nized for the third year in a row) for their programs to 
support supplier diversity

Legacy Award
Eighteen suppliers received the first annual Legacy Award for 
supporting alliance members through their Premier partnership, 
local customer service and engagement, value creation through 
clinical excellence, and commitment to lower costs. JHC

macDonald and Alkire.
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Navigating to Excellence
vha Forum allows healthcare stakeholders to share best practices on improving performance

VHA’s 2013 “Navigating to Excellence Forum,” held 
this spring, brought together clinical leaders, supply chain and 
pharmacy executives and suppliers to improve performance. 

“Collaborating and sharing best practices can accelerate 
change as hospitals adopt new initiatives and shift to value-
based payment and delivery models,” said Colleen Risk, 
VHA executive vice president, prior to the Forum. 

This year’s event featured VHA staff  and members, who 
shared their experience in supply chain and clinical improve-
ment. Others from across the industry helped present a 
broad look at the opportunities in today’s environment.

On Day 1, four experts representing healthcare policy, 
economics and consumer health discussed challenges in 
2013, ranging from the impending launch of  insurance 
exchanges across the country, to patient engagement, to 
educating the next generation of  providers.

Harvard University Professor David Cutler said that one 
of  the biggest problems hospitals face is figuring out how to 
provide for patient needs while keeping a tight grip on labor 
costs. Noting that a highly qualified nurse can earn up to 
$150,000 per year, he predicted a “brewing fight” between 
nursing staffs and hospitals, for whom 60 percent of  costs 
are labor-related. Meanwhile, Marianne Udow-Phillips, di-
rector of  the Center for Healthcare Research and Transfor-
mation, said that the biggest problem facing the industry is 
the lack of  attention being paid to community health needs. 

VHA Upper Midwest leaders shared their research on 
ways to integrate clinical and supply data in order to im-
prove organizational performance. Allan Johnson, PhD, 
recently retired senior vice president and executive officer 
of  VHA Upper Midwest, said that stakeholders need to 
be mindful of  four key concepts when analyzing data: the 
reliability of  the data, the validity of  it, any uncertainty or 
unexplained variances, and whether the data sets are actu-
ally sufficient for a trustworthy analysis. 

VHA Upper Midwest Vice President Rob Welch, MD, 
showed how disparate data sets from multiple hospitals can 
be analyzed productively to develop an effective contract-
ing strategy for dual chamber pacemakers. By comparing 
data from hospital to hospital on the cost of  the pacemak-
ers, device reimbursement levels and the percentage of  en-
suing complications and readmissions, Welch showed how 
even incomplete data can be successfully analyzed to yield 
effective purchasing strategies.

Johnson and Welch agreed that the cost of  goods, by 
themselves, may not be drivers of  high overall costs. A big-
ger problem is that few organizations have the necessary 
systems to generate even basic data and reports that enable 
them to analyze their current operations and outcomes.

Supply network jackpot
A “Hit the Supply Network Jackpot” session featured six 
stations with various casino games, designed to make the 
learning fun and to engage attendees in sharing their tips 
for driving cost down and efficiencies up.

•  At the Pharma “Wheel of  Fortune” station, supply net-
work representatives discussed how getting pharmacists 
to the table resulted in gaining expertise on pharmaceu-
tical products that the networks didn’t have before. 

•  The Roulette table focused on partnering with 
physicians for supply chain success. One takeaway: 
Include physicians in a “kick the tires” day of  
supplier demonstrations.

•  At the Kentucky Derby Race station, attendees saw 

vha Forum: Steve Miff panel with David Cutler.
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how linking supply and clinical data can create insights 
into variations in the cost and utilization of  materials.

•  The Blackjack table focused on the complex world 
of  multi-network initiatives, and representatives 
showed how creating a blueprint of  best practices 
can drive collaboration and greater engagement.

•  The High-Roller table let players see how different 
budget cycles and priorities for capital expenses can 
derail multi-network collaboration.

•  In the Lounge area, attendees discussed how clinical 
subcommittees help to engage clinicians in supply 
chain processes and open the lines of  communica-
tion, especially where clinical preference is involved.

Supply Chain Performance Improvement awards
Eleven hospitals and health systems received the 2013 VHA 
Leadership Award for Supply Chain Management Excellence.

•  Dartmouth-Hitchcock, Lebanon, N.H.; and Yale-
New Haven Health System, New Haven, Conn., were 
recognized for “Sourcing and Resource Management 
Processes,” including product selection, contracting, 
procurement, standardization and utilization

•  Hallmark Health System, Medford, Mass.; Parkview 
Health, Fort Wayne, Ind.; and St. Clair Hospital, 
Pittsburgh, Pa., were recognized for “Distribution, 
Logistics and Inventory Management,” whose criteria 
included impact on quality, service, outcomes and 
overall return on investment

•  Aultman Hospital, Canton, Ohio; Meriter Health 
Services, Madison, Wis.; and Unity Health System, 
Rochester, N.Y., were recognized for “Health Care 
Organization Index Improvement,” reflecting organi-
zations’ effectiveness in managing price performance 
amid regular market fluctuations in comparison to 
hospitals nationwide

•  Aultman Hospital, Canton, Ohio; Sanford Health, 
Sioux Falls, S.D.; and Spectrum Health, Grand Rap-
ids, Mich., were recognized for “Physician Prefer-
ence Item Index Improvement,” reflecting how well 
organizations manage the high-cost categories of  
orthopedics, cardiology and spine amid high physi-
cian engagement stemming from personal preference 
and impact on patient outcomes.

Sustainability Excellence
Three health systems were recognized with four 2013 VHA 
Leadership Awards for Sustainability Excellence. 

•  Best in Class – Comprehensive Program, recog-
nizing organizations that have a mature sustainability 
strategy and exhibit organization-wide commitment 
to upholding standards in their daily business prac-
tices: Spectrum Health, Grand Rapids, Mich.; and 
Yale-New Haven Hospital, New Haven, Conn.

•  Innovation and Impact – Specific Project, 
recognizing specific innovations that organizations 
have implemented to enhance their own operations 
but that also have the ability to impact the way the 
healthcare sector approaches a more sustainable 
future: Providence Health & Services, Portland, Ore.; 
and Spectrum Health, Grand Rapids, Mich.

In addition, 40 hospitals and health systems received the 
2013 VHA Leadership Award for Clinical Excellence. JHC

vha Forum Show Floor, Mark howard

vha Forum, Rob Welch
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View from washington

By Robert Betz, Ph.D.

With all due respect to the former President of  
France, many observers in the United States were more 
than a little surprised on July 2, 2013 when the Admin-
istration announced it would delay the Affordable Care 

Act’s (ACA) employer mandate by a year – making it ef-
fective in 2015. In a blog post, Assistant Secretary for Tax 
Policy Mark Mazur stated that the Administration “has 
been engaging in a dialogue with businesses … about 
the new employer and insurer reporting requirements” 
and “ha[s] heard concerns about the complexity of  the 

requirements and the need for more time to implement 
them effectively.” As a result, the Administration will de-
lay compliance with the mandate until 2015, but will work 
with employers, insurers, and other reporting entities to 

“strongly encourage” them to vol-
untarily implement information re-
porting in 2014. The Administration 
will publish formal guidance soon 
and clarified that the announcement 
“do[es] not affect employees’ access 
to the premium tax credits available 
under the ACA (nor any other provi-
sion of  the ACA).”

By itself  the delay is not the 
“death knell” indication that some 
opponents of  the Administration’s 

singular domestic policy success have indicated. Never-
theless, this most recent delay did not happen in a po-
litical vacuum. It is the second significant interruption 
of  the ACA implementation, coming on the heels of  the 
one-year delay of  the key functions of  the small business  
insurance marketplaces.  

The Delay of the  
Employer Mandate
The late French President Charles de Gaulle is credited with possess-
ing substantial political instincts. He once observed “Since a politician never 
believes what he says, he is quite surprised to be taken at his word.” President 
Obama vowed he would “faithfully execute” the laws of  the land when he was 
sworn into office. His actions seem to indicate – regarding his signature health 
care law – he is going to pick and choose exactly which sections will be imple-
mented and when. In response, de Gaulle might have observed “But of  course! 
You didn’t believe him originally did you?”  

Many opponents of “Obamacare” 
are joyful over the  

potential meaning of  
this delay. There is a lot  

of “I told you so!”  
going around. 
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View from washington

It was remarkable the low key way the Administra-
tion released the news about delaying the requirement 
that employers provide health insurance. Many in the 
policy community indicate this may mean some really bad 
potential news about the overall implementation of  the 
ACA.  Republicans and some influential Democrats both 
have warned that implementing the mammoth health 
care law could be a disaster in waiting. Senate Majority 
Leader Harry Reid (D-NV) and Senate Finance Chairman 
Max Baucus (D-MT) have both said that implementation 
could be a train-wreck if  the public was not properly in-
formed about what is coming. 

Implications
Many opponents of  “Obamacare” are joyful over the potential 
meaning of  this delay. There is a lot of  “I told you so!” going 
around. One result is that the cost of  ACA implementation 
will go up. According to the Congressional Budget Office, this 
delay will raise the price of  implementation by $10 billion be-
cause of  the loss of  expected penalty payments by employers. 
However, in terms of  political impact, there are other things 
more significant than the employer mandate just around the 
corner. Opponents should be watching for an indication in the 
coming days about other parts of  ACA which may implode. 

Proponents of  the ACA argue that the employer man-
date for companies to provide health insurance if  they have 

over 50 employees, was a relatively small piece of  the ACA 
implementation in the first place. They cite the Kaiser Fam-
ily Foundation, which reports 94 percent of  such compa-
nies currently offer health insurance anyway. But if  the em-
ployer mandate was a small piece of  the overall ACA rollout, 
why did implementation have to be delayed another year? 
The political signal is, the Administration couldn’t figure 
out how to make it work. To paraphrase Michael Cannon 
of  the Cato Institute, this just adds to the opponent’s argu-
ment that Obamacare “is premised on the fatal conceit that  
government experts can direct the market better than mil-
lions of  consumers making their own decisions.”  

There are arguments made that the employer penalties 
will perversely incentivize employers to drop insurance 
and send their employees to the health insurance exchang-
es. Also, the Administration has included a somewhat 
strange cut-off  for the employer mandate that activates 
if  an employee works 30 hours or more a week. Business-
people I have talked with say that their colleagues in the 
business world are scrambling to get their employee base 
below 50 if  possible and to limit the working hours to 30 
per week for as many employees as they can. These em-
ployees, the argument goes, are low to moderate income 
individuals, most of  which would qualify for subsidized 
insurance on the exchanges.

These include:

•  Every state has poor areas. 
In some states, insurance 
companies – as profit 
maximizing institutions 
– are making economic 
decisions to not offer 
coverage. What happens 
when folks have to buy 
insurance but there are 
less-than-competitve 
insurance offerings?

•  Will the insurance 
exchanges be up and 
effectively running as 
scheduled on October 1, 
2013? Will the exchanges 
be comprehensible  
and accessible?  

•  Is it possible for the 
Administration to 
implement a complex 
and dramatic change of  
this magnitude in the 
economy of  the United 
States, facing ongoing 
and massive resistance by 
Republican Governors and 
the Republican-controlled 
House of  Representatives?

•  What will the “Invincible” 
generation of  young 
people – who use little 
health care – do regarding 
the individual mandate? 
Will they buckle down 
and buy health insurance 
to help keep insurance 
premiums reasonable for 
the rest of  society? Or, 
will this young generation 
simply pay the arguably 
de-minimus penalties they 
will face otherwise?
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View from washington

Ironically, the Obama Administra-
tion is seemingly freeing the employ-
ers from their mandate to provide 
health insurance while keeping in 
place the mandate for individuals to 
obtain health insurance or face tax 
penalties if  they do not. Experience 
in Massachusetts, where state-wide 
universal coverage has been in place 
for a while, indicates that during im-
plementation employers did not drop 
insurance coverage for their employ-
ees. As a matter of  fact, the number 
of  Massachusetts employers offering health insurance actu-
ally went up. And the tax penalties in Massachusetts are sub-
stantially lower than those included in the ACA.

Society is complicated and certainly as a subpart of  
our ongoing societal endeavors, health care is about as 
complicated an issue as there is. However, there is a larger 
issue here. President Obama took an oath to faithfully 
execute the laws of  the land. Some of  our founding fa-
thers thought this so important that they actually includ-
ed it in Article II of  our Constitution. How then does 
the President unilaterally suspend parts of  his own health 
care law? In his defense, Obama is not the only President 
that has stepped outside the Constitution he swore to up-
held. Attorney General Philander Knox, once responded 
to President Theodore Roosevelt requests that he con-

coct a defense for America acquir-
ing the Panama Canal Zone. “Oh, 
Mr. President, do not let so great an 
achievement suffer from any taint 
of  legality!” 

Every time the President or his 
supporters rail against the “obstruc-
tionist” Congress, it is easy to nod 
one’s head. The House of  Repre-
sentatives has been particularly ob-
structionist with this particular issue. 
However, opponents have a point 
when they counter that the ACA – 

which they unanimously opposed and still oppose – shifts un-
limited power to the unelected bureaucracy. Furthermore they 
argue, it is so unworkable that the Administration has to roll 
back or ignore pieces of  the law.  Credence has been given to 
like Republican and Democratic concerns that the Presidents’ 
health care law is a logistical mess.

Woody Allen once observed “If  you’re not failing every 
now and again, it’s a sign you’re not doing anything very 
innovative.” President Obama is trying. The bureaucracy 
is trying.  Congress is trying. Failing at parts of  the imple-
mentation timetable – like the employer mandate delay – is 
not the end of  ACA. Near universal coverage remains the 
law of  the land. However, this delay taken in context is very 
troubling in light of  the scheduled complicated pieces of  
the law which are supposed to roll out shortly. JHC

Robert Betz, Ph.D., is President of  Robert Betz Associates, Inc. (RBA), a federal health policy consulting firm located in the Washington, 
D.C. area. Additionally, Dr. Betz is an adjunct professor teaching at The George Washington University where he specializes in political 
science and health policy. For more information about RBA, visit www.robertbetz.com.  

Failing at parts of the implementation timetable – like the 
employer mandate delay – is not the end of ACA.  

Near universal coverage remains the law of the land.
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By Curtis Rooney

HSCA

A humble prediction: Policymaker awareness of the 
340B drug program and all its complexities will grow ex-
ponentially in the next six to 12 months. Although covered 
entities spend only an estimated $6 billion annually on drug 
purchases (reportedly less than 2 percent of  the total phar-
maceutical market), the 340B program will face increasing 
scrutiny on a number of  fronts, including from Capitol Hill, 
participating manufacturers, the press and an assortment of  

competing interest groups. Ready or not, this well-intended 
program is about to face its greatest challenge.

Congress enacted the 340B program in 1992 to provide 
outpatient drugs to eligible healthcare organizations/cov-
ered entities at significantly reduced prices, and to enable 
covered entities to “stretch scarce Federal resources as far 
as possible, reaching more eligible patients and providing 
more comprehensive services.” The substantially reduced 
price for covered outpatient drugs is sometimes referred to 

as the “340B price.” Limited to outpatient drugs, the 340B 
program entails the following:

•  Drug manufacturers participating in Medicaid must 
provide discounts on covered outpatient drugs to 
covered entities.

•  The program is overseen by Health Resources and 
Services Administration (HRSA).

•  The program is administered by the Office of  Pharmacy 
Affairs (OPA) and supported by contractors.

•  Manufacturer participation is required 
for those manufacturers whose drugs 
are covered under Medicaid and 
Medicare Part B.

•  Manufacturers enter into 
“Pharmaceutical Pricing Agreements” 
(PPAs) with HRSA.

 
Several critical issues must be determined re-
garding program eligibility.

•  Is the outpatient healthcare entity con-
sidered a participant in the program? 
Covered entities must be Disproportion-
ate Share Hospitals (11.75 percent of  
patients must be Medicaid eligible). 

•  Is the entity registered or has it been 
recertified on an annual basis? 

Next, the 340B statute defines “covered outpatient drug” 
by referring to the definition in the Medicaid statute for 
rebate purposes, which generally includes:

• FDA-approved prescription drugs.
• OTC drug written on prescription.
•  Biological product that can be dispensed  

only with a prescription.
• FDA-approved insulin.

340B: A Small Program 
with Big Problems

One of the concerns with the 
program, however, has to do 
with the fact that the answer to 
the question, “What is a covered 
outpatient  
drug?” is not  
always clear.
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Curtis Rooney is president of  the Healthcare Supply Chain Association, www.supplychainassociation.org.

The definition generally does not include vaccines, in-
patient drugs and OTC drugs not written on a prescription.

One of  the concerns with the program, however, has to 
do with the fact that the answer to the question, “What is a 
covered outpatient drug?” is not always clear.

The Patient Protection and Affordable Care Act (PPA-
CA) expanded the types of  hospitals eligible to participate 
in the 340B program and instituted new programs for en-
suring that both pharmaceutical manufacturers and cov-
ered entities comply with 340B program requirements. The 
expansion included hospitals previously excluded from the 

program, including children’s hospitals, cancer hospitals 
and critical access hospitals (CAHs). One thing that the 
legislation did not do, as some expected, was to expand the 
340B program to cover inpatient drugs.

More recently, the U.S. General Accountability Office 
(GAO) issued a report entitled, “Drug Pricing Manufac-
turer Discounts in the 340B Program Offer Benefits, but 
Federal Oversight Needs Improvement.” The September 
2011 report opened the door to further Congressional 
action, including hearings and demands for subsequent 
program reviews. Republican members appear particularly 
interested in examining the program. In January, Senators 

Chuck Grassley (R-Iowa), Lamar Alexander (R-Tenn.), 
Orrin Hatch (R-Utah), and Mike Enzi (R-Wy.); and Reps. 
Joe Pitts (R-Pa.) and Bill Cassidy (R-La.) wrote to HRSA 
requesting more information about the audits HRSA con-
ducted to certify that covered entities are still eligible for 
the 340B program.

A new coalition called Alliance for Integrity and Re-
form of  340B, or Air340B, has also entered the debate. 
Launched in February, the organization has a website 
(www.340Breform.org) and published a white paper call-
ing on Congress to conduct a “thorough examination of  

the 340B program to ensure it is meeting its 
original goals.” One of  the stated goals of  
the coalition is to refocus the program on 
patient access rather than expanding to the 
inpatient setting.

HRSA issued a Program Notice (2013-1) 
in February intended to ensure 340B program 
integrity, particularly with respect to GPO 
prohibition compliance by 340B-program-
covered entities. Despite its intentions, howev-
er, the Program Notice has caused substantial 
confusion and uncertainty regarding whether 
it is possible in practice for a 340B-program-
covered entity to comply with the Program 
Notice without maintaining separate physical 
inventories for drugs purchased through the 
340B program and those purchased through 
GPOs. The effective date of  the Program No-

tice has already been extended from April 7, 2013, to Au-
gust 7, 2013. If  hospitals can’t comply because of  billing 
software issues, they will need another deadline extension, 
which they may or may not receive.

The important yet highly complex 340B program 
has come under the microscope. Most would agree that 
assisting appropriate patient populations is an impor-
tant and worthy goal and that government program in-
tegrity must be maintained. What is less clear, however, 
is how the 340B program will hold up in the coming 
months to the intense scrutiny it will face from both 
legislators and industry. JHC

The effective date of the 
Program Notice has already 
been extended from April 7, 
2013, to August 7, 2013. If 
hospitals can’t comply because 
of billing software issues, they 
will need another deadline 
extension, which they may  
or may not receive.
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Every supply chain manager contracts for purchase 
services during any given year, but how many are taking 
their purchase services seriously enough to make an im-
pact on their healthcare organization’s bottom line? The 
answer to this question, if  you are honest with yourself, is 
very few!

This seems to be the pattern in most supply chain or-
ganizations and has left a big vacuum (e.g. cost, quality 
and utilization) in this supply chain category of  purchase. 
These multi-million dollar contracts are either considered 
the exclusive domain of  your department heads and man-
agers, or your supply chain supply 
chain department is mindlessly 
processing some or all of  these 
contracts without giving them a 
second thought.

That’s why progressive supply 
chain organizations recognized that 
it is mission critical for them to man-
age their hospital’s contingent labor, 
legal services, facility management, 
real estate, benefits, reference lab, 
telecommunications, transcription 
services, travel, advertising, etc., 
where strategic savings opportuni-
ties are endless and limitless. 

It is now time for all purchase 
services to be professionally man-
aged by supply chain managers 
employing the same successful 
methods, processes and analytical 

skills that you have used to save millions for your hospital, 
system or IDN with supplies. 

For instance, did you know that there is about a 10 per-
cent error rate on telecommunications invoices that your 
hospital is paying without questioning them now? Or, that 
your blood product’s cost can most likely be reduced by 
13, 15 or 19 percent by establishing a comprehensive blood 
management program? 

These are just some of  the savings areas that your de-
partment heads and managers haven’t explored because 
they have been happy with the status quo for many, many 

years. It’s time to put fresh eyes 
on these purchasing categories to 
wring out the last dollar in price, 
standardization and utilization in 
the range of  11 to 18 percent on 
tens of  millions of  dollars of  your 
hospital’s spend annually. 

These aren’t back of  the envelope 
savings estimates, they are the actual 
savings our clients are experienc-
ing today on their purchase services. 
That’s why we know that you, too, 
can obtain these same savings yields 
if, and when, you decide to close the 
door tight on these purchases by 
taking control of  your purchase ser-
vices. Take advantage of  these new 
strategic savings opportunities that 
are under-managed, untouched and 
underutilized today. JHC

Definition:  
Purchase Services

expenditures incurred by a 
healthcare organization for outside 

services that are necessary to 
efficiently and effectively  

run their operations
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Use of electronic health records (EHRs)  
may slow cost growth in the short term
According to the Annals of  Internal Medicine, a new study of  
community-based outpatient practices suggests that use of  
commercially available electronic health records (EHRs) may 
slow the growth of  healthcare costs in the short term. Since 
2009, the federal government has allocated billions of  dollars 
in financial incentives to encourage physicians and hospitals to 
achieve “meaningful use” of  EHRs. It is believed that mean-
ingful use of  EHRs should lead to higher-quality, lower cost 
care by avoiding inefficiencies, inappropriate care, and medi-
cal errors. However, empirical evidence about the effect of  
EHRs on healthcare costs has been conflicting. Researchers 
compared medical claims for 47,979 patients who received 
most of  their care from providers who adopted EHRs in ex-
perimental pilot communities (806 ambulatory care clinics) 
with those for 130,603 patients in matched control communi-
ties. Practices were a mix of  primary and specialty care, and 
used commercially available EHRs to perform the core clini-
cal tasks that are required of  physicians in the first stage of  
meaningful use. In the 18 months after adoption, the research-
ers saw ambulatory cost savings of  three percent projected 
savings per-member, per-month (PMPM) and reductions in 
ambulatory radiology costs. If  sustained for a sufficiently long 
period, these could translate to substantial savings. The author 
of  a related editorial writes that EHRs are unlikely to be the 
solution to reducing healthcare costs, nor should they be. The 
author asserts that EHRs are essential to implementing new 
models of  healthcare delivery such as the patient-centered 
medical home and accountable care organizations. Financial 
savings will be driven by the new models, and not EHRs.

Banner Health named a “top performer”  
in first year as Medicare Pioneer ACO
Banner Health (Phoenix, AZ) announced that it had 
a successful first year as a top performer in the CMS 
(Baltimore, MD) Pioneer Accountable Care Organiza-
tion (ACO) program. Banner changed its healthcare de-
livery model to more coordinated care, and switched 
away from the fee-for-service model, reducing hospital 
re-admissions and length of  stay. Entering year two, the 
company has begun recruiting additional physicians for 
performance year three (calendar year 2014). The cen-
tral premise of  the Pioneer ACO effort is to create val-
ue through a highly coordinated, collaborative network 
of  providers who are focused on achieving the highest 
level of  wellness possible for their Medicare patients. 
Provider revenues are generated through a percentage 
of  Medicare savings. On the flip side, if  provider ex-
penses are greater than available Medicare funding, the 
individual ACO is at risk for that loss.

Adventist Health to launch limited HMO
Adventist Health (Roseville, CA) plans to get a lim-
ited HMO license to give its hospitals and physicians 
more control over patient care under the Affordable 
Care Act. The move will also expand the system’s mar-
ket share. Adventist’s board approved the plan in June 
2013, and a strategy is currently under development 
that could launch in three regional markets in 2014. 
The system will file an application with the Califor-
nia Department of  Managed Health Care (Sacramento, 
CA) later in 2013. JHC
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By Mark Thill

observation deck

At press time, big questions were being raised 
about the viability and scope of  the 2010 Affordable Care 
Act. The Obama administration announced it would delay 
for one year the requirement that larger employers offer 
healthcare to their people or else face penalties; at least half  
the states seemed likely to reject expanding Medicaid; and 
as many as 30 states were refusing to set up health insur-
ance exchanges. Those who opposed healthcare reform 
were hoping for a breakdown of  the law and a return to 
the status quo. Supporters remained committed to reform, 
and hoped the law could help bring it about. 

Ted Almon, president and CEO 
of  Claflin Co., an independent medi-
cal distributor in Warwick, R.I., re-
cently contributed an op/ed piece 
to Repertoire, a publication for medi-
cal products distributors, and a sister 
publication to the Journal of  Healthcare 
Contracting. He concludes that the Af-
fordable Care Act may not be perfect, 
but the alternatives are worse.

Almon is a past chairman of  the 
Health Industry Distributors Associa-
tion, serves on the HIDA Advocacy 
Council, and is an active participant in 
the Rhode Island healthcare scene. He 
originally wrote the piece for Providence 
Business News, who published it in June. 
Here are a few excerpts.

“Back in the 90s, the Clinton ad-
ministration attempted sweeping re-
form of  a system that even then was escalating in cost 
at an alarming rate,” he writes. “The Clinton plan was 
called ‘managed competition,’ or unofficially, Hillarycare. 
I didn’t think it would work, and I actively advocated 
against it….

“What I didn’t realize then, was that our victory over 
Hillarycare would sentence us to 20 more years of  the dys-
functional status quo. Two decades more of  health premi-
ums rising at twice the rate of  inflation, and a healthcare 
system growing ever further from meeting the needs of  
patients. Grudgingly, over time, I came to realize that in 
our well-meaning zeal to get reform right, we had shot our-
selves in the foot. The same is true now, I’m afraid. It is 
Obamacare or the status quo. There is no Plan B.”

The Affordable Care Act isn’t perfect, says Almon. “But 
it does contain several powerful elements of  reform….

The health insurance exchanges set 
up by Obamacare serve to consoli-
date the financing of  care through a 
single channel so as to create the mar-
ket leverage necessary to effect real 
payment reform. Healthcare profes-
sionals know that will transform the 
delivery system quickly and in a most 
meaningful way. It simply won’t hap-
pen any other way, as the past 20 years 
should have taught us.

“Reform is difficult, even if  every-
one is on the same side,” he writes. 
“The ACA will surely need to be 
tweaked as implementation moves 
along. It won’t be able to overcome 
such obstinate resistance at every 
stage of  its rollout. So if  you are hell 
bent on defeating Obamacare, you 
could well be successful. But your 

reward will be another 20 years of  costs spiraling out of  
control. Can we afford that? I think we should decide we 
CAN make it work.”

How about you? JHC
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