
People
to

Watch

August 2014 | Vol.11 No.4

Providing Insight, Understanding and Community



www.cookmedical.com

Need to lower costs?

Learn how working with Cook Medical 
helped one medical center fi nd 
savings like these:

© COOK 2014    HBS-BUSADV-JHCMAY-EN-201405

Reduced shipping costsReduced ordering costs

Fewer vendors

Fewer SKUs

Read the case study.

www.cookmedical.com/JHC

Read the case study at www.cookmedical.com/JHC. Then, contact 

your Cook Medical Healthcare Business Solutions representative 

to learn if you can consolidate orders across 41 physician 

specialties with Cook’s products.



The Journal of Healthcare Contracting | August 2014 3

The Journal of  Healthcare Contracting
is published bi-monthly 

by mdsi
1735 N. Brown Rd. Ste. 140

Lawrenceville, GA 30043-8153
Phone: 770/263-5262
FAX: 770/236-8023

e-mail: info@jhconline.com
www.jhconline.com

Editorial Staff
Editor

Mark Thill
mthill@mdsi.org

Managing Editor
Graham Garrison

ggarrison@mdsi.org

Senior Editor
Laura Thill

lthill@mdsi.org

Associate Editor
Alan Cherry

acherry@mdsi.org

Art Director
Brent Cashman

bcashman@mdsi.org

VP of Contracting Solutions
Tom Middleton

tmiddleton@mdsi.org

Publisher
John Pritchard

jpritchard@mdsi.org

Circulation
Wai Bun Cheung

wcheung@mdsi.org

The Journal of  Healthcare Contracting (ISSN 1548-
4165) is published bi-monthly by Medical 
Distribution Solutions Inc., 1735 N. Brown 
Rd. Ste. 140, Lawrenceville, GA 30043-8153. 
Copyright 2011 by Medical Distribution 
Solutions Inc. All rights reserved. Subscriptions: 
$48 per year. If  you would like to subscribe or 
notify us of  address changes, please contact us 
at the above numbers or address. 

POSTMASTER: Send address changes to 
Medical Distribution Solutions Inc., 1735 
N. Brown Rd. Ste. 140, Lawrenceville, GA 
30043-8153. Please note: The acceptance 
of  advertising or products mentioned by 
contributing authors does not constitute 
endorsement by the publisher. Publisher cannot 
accept responsibility for the correctness of  an 
opinion expressed by contributing authors. 

CONTENTS »» AuguST 2014

4 Publisher’s Letter 

6  PPI contracting is  
evolving, though slowly

8  Customized for  
the Physician Office
THR has tailored its physician program to be a 
resource and partner for its 250 practices

12 It’s Time for Vendor Passports
Passports would be simpler,  
cheaper and fairer for all

16 Value Analysis at UCM
A step-by-step approach lays the groundwork for 
future value analysis projects

20 Ten People to Watch

40  IV shortage tests  
providers and suppliers
Smarter usage policies, conservation strategies, 
protect patients’ well-being

47 System Reinvention
Strong leaders are needed to transform 
healthcare systems into clinical quality 
organizations

50   Amerinet conference highlights 
healthcare transformations

53  Premier CEO: Healthcare is personal

57  MedAssets Healthcare  
Business Summit

59  VHA recognizes excellence in supply 
chain, clinical care and sustainability

60 HSCA

64 Come Together
Hospitals and IDNs are seeing more benefits 
in affiliations and collaborations

66 Moving Beyond ‘Sick Care’
Authors argue for a coming-together of  
healthcare and public health

People
to

Watch



August  2014 | The Journal of Healthcare Contracting4

John Pritchard

Publisher’s letter

About 18 months ago, MDSI (publisher of The Journal of Healthcare Contracting) 
bought the Association of  National Account Executives (ANAE). ANAE is a member-
driven organization for Corporate and National Account Executives that are committed 
to being the best-in-class representatives calling on GPOs, IDNs, RPCs and national and  
regional distributors.

Last month we held our national meeting in Chicago and took on all the subjects that make 
today’s healthcare supply chain more complex than ever. We did it with great subject matter 
experts from world class organizations like;

• SSM Healthcare
• Community Hospital Corporation
• Wheaton Franciscan Healthcare
• Dignity Health
• Bons Secours Health System
• HealthTrust
• Premier

These experts helped us understand how to prepare for consolidation of  both providers 
and suppliers, and the importance of  a clear and disciplined segmentation strategy. The stakes 
are simply too big these days not to understand consolidation and target the customer that best 
aligns with the value a supplier brings to the market.

We also heard from Joe Quinn, who runs Walmart’s healthcare initiative. Walmart is on its 
third iteration of  clinics, and it is fascinating to hear how they have 140-150 million Americans 
come through their doors every week. It begs the question of  how many of  those customers are 
the uninsured Americans dearly in need of  good, consistent primary care? Walmart has the lofty 
goal of  providing $40 office visits to customers and $4 visits to employees.

If  you would like to learn more about any of  these topics, drop me an email. If  you know of  
any supplier representatives that can benefit from participating in these conversations we would 
love to have them! You can reach me at jpritchard@mdsi.org and learn more about ANAE at 
www.nationalaccountexecutives.com.

tackling tough Questions  
at the ANAe Meeting

Thanks for reading this issue of  The Journal of  Healthcare Contracting. 
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ten years after

Ten years ago, Jim McManus, 
vice president of  finance, St. Joseph 
Health System, Orange, Calif., was 
in JHC ’s inaugural class of  “Fif-
teen People [now Ten] to Watch in 
Healthcare Contracting.” He spoke 
about the need to develop strong 
relationships with key players – phy-
sicians, clinicians, vendors, distribu-
tors, GPOs, etc. – in order to achieve 
success in healthcare, including sup-
ply chain operations. “Part of  this 
relationship development is under-
standing the needs of  the other par-
ties as well as educating them on our 
health system’s goals, mission, vision 
and values,” he said.

The Journal of  Healthcare Contracting touched base with McManus recently, to check 
in on how his thoughts and predictions from ten years ago are holding up today. 

McManus remains vice president of  finance for St. Joseph Health System. 
The IDN still owns 14 hospitals, as it did 10 years ago, and has affiliated with 
Hoag in Newport Beach, Calif. St. Joseph still manages hospitals in west Texas 
and eastern New Mexico, and its annual supply chain spend is now approxi-
mately $650 million. 

The Journal of Healthcare Contracting: Ten years ago, you spoke about the 
need to build strong relationships with the primary people who touch your orga-
nization – physicians, clinicians, vendors, distributors, GPOs. “Part of  this rela-
tionship development is understanding the needs of  the other parties as well as 
educating them on our health system’s goals,” you said. Do you have a different 
or new understanding of  this, based on your experiences of  the past 10 years?
Jim McManus: I still believe the same, and I believe it is important to bring 
the parties to the table up front and have them be a part of  the strategy 

PPI contracting  
is evolving, though slowly
Editor’s note: The Journal of  Healthcare Contracting is 10 years old. This year, we revisit some of  the people and the issues we 
covered in our inaugural year.

development of  our initiatives, as-
sisting with reviews and making the 
decisions on who we contract with, 
for what products and services, and 
for how long.

JHC: Ten years ago, you spoke about 
the importance of  setting up moni-
toring systems to determine if  the 
organization is receiving expected 
benefits from actions taken. Any-
thing to add, based on experiences 
over the past 10 years?
McManus: Monitoring systems – 
metrics – are very important to en-
sure that decisions made were the best 
ones for the organization. Two devel-
opments in the last 10 years include 
the movement toward measuring 
performance on a cost-per-adjusted-
discharge/CMI [case mix index] basis 
and the integration of  quality metrics 
as part of  the measurement standards.

JHC: Ten years ago, you spoke about 
recent developments in information 
technology – e.g., centralized mate-
rials management databases, e-com-
merce, GPO custom catalogs, etc. – 
which led to shortened negotiations 
with vendors, shortened time to ex-
ecute contracts, the ability to aggre-
gate data on non-contract purchases, 
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McManus: There has been more alignment in this area, but not as 
much as hoped for in the industry. With the introduction of  gainshar-
ing and co-management models for engaging physicians in clinical 
quality and cost, we have seen more successful partnerships develop 
that focus on procurement of  the clinically appropriate product at a 
reasonable price.

JHC: Ten years ago, you made the following prediction; “More reli-
ance for physician-preference contracting will be placed on parties 
external to the hospital or healthcare system that are considered 
neutral and have the ability to effectively communicate strategy with 
hospital executive teams and clinical and financial data to physicians.” 
Has this occurred?

McManus: There has been some development in this area, but slower 
than expected. One example is Shared Clarity, a third-party organiza-
tion that seeks to lead with clinical information to communicate with 
provider organization physicians in an effort to improve cost and in-
crease quality. [See June 2013 Journal of  Healthcare Contracting for more 
information on Shared Clarity.]

JHC: What else have you learned in the past 10 years?
McManus: As we have evolved with technology, more stakeholders 
(clinicians, physicians, patients, etc.) are becoming more educated on 
their healthcare needs. This can be a good or a bad thing, depend-
ing on what information is available and is accessed. We also need 
to ensure that, with population health management, we develop the 
networks that will allow for people to be treated in the appropri-
ate environment at the right time, thereby avoiding costly visits to 
emergency rooms or delaying care until an acute episode results in a 
hospital admission. <JHC

“ With the introduction of gainsharing and 
co-management models for engaging 
physicians in clinical quality and cost,  
we have seen more successful 
partnerships develop that focus on 
procurement of the clinically appropriate 
product at a reasonable price.”

the ability to collect much the same data as 
vendors, in a more timely fashion, and more. 
Anything to add about the role of  informa-
tion technology in the supply chain? 
McManus: The evolvement and adoption 
of  information technology in the supply 
chain environment has allowed more IDNs 
to pursue shared services centers encompass-
ing procure-to-pay solutions. Additionally, 
with cloud technology, there are now more 
entrants to the market that allow for more 
competitive pricing, faster processing and the 
discussion of  a “make or buy” for services.

JHC: Ten years ago, you criticized 
vendors of  physician-preference 
products for marketing new tech-
nology directly to physicians and 
trying to maintain their products at 
list price. How has contracting for 
physician preference items changed, 
if  at all, in the last decade?
McManus: In many respects, sup-
pliers have improved in their ac-
knowledgement of  the protocols 
of  the provider. Improvement was 
spurred on with many IDNs now contracting 
centrally and focusing on clinical acceptabil-
ity of  the product over physician or personal 
preference. Suppliers who employ aggressive 
tactics in this area have been expelled from 
the provider institutions.

JHC: You made the following comment 10 
years ago: “Incentives are not aligned at all 
in this area [physician preference], since pro-
viders are focused on providing clinically ac-
ceptable and appropriate products for patient 
care, while the vendors’ sales representatives 
are charging towards a quarterly quota to 
meet their companies’ shareholders’ expecta-
tions.” What has changed, if  anything, in the 
past 10 years?



The Acquired PrAcTice

Want to operate a successful physician-practice supply chain pro-
gram? Start by saying to yourself, “This is not acute care.” Repeat. Then [you] 
want to write it down. It’s something you may need to remind yourself  of  as 
your program progresses. That’s advice from John Gaida, senior vice president, 
supply chain management, Texas Health Resources, which owns 250 practices 
in the Dallas-Fort Worth area.

Gaida launched the physi-
cian program a couple of  years 
ago, when THR began acquiring 
physician practices in earnest. “It 
was never about saving money 
for THR,” he says. “It was re-
ally about taking cost out for the 
physicians.” It’s also about pro-
viding valuable services to phy-
sician practices, and tying them 
closer to the IDN.

Getting started
Gaida had a leg up on others 
who have never built a physi-
cian program before. He did it 
about 20 years earlier, when he was at Partner’s Healthcare System in Boston. 
“I learned fast that you have to customize whatever program you are creating to 
the customer,” he says. “The physician office is nothing like the acute market, 
and that’s the first thing to get through your head.”

He knew that to launch a successful program, he would need to gather data 
about the practices’ supply chain activities. That wasn’t easy, given the large 
number of  practices and distributors involved. Pulling data, such as invoices, 
from each practice’s accounting system was difficult. The bottom line? It was 

difficult to make logical decisions 
about taking cost out of  the system 
without good data.

Two things became clear. First, 
THR needed its own information sys-
tem, not that of  any single supplier. 
“We needed to own the data; we need-
ed to be able to communicate with all 
vendors. And it became clear that un-
til we had our own data, we couldn’t 
make decisions about standardization 
and cost reduction.” THR ultimately 
contracted with Inventory Optimiza-
tion Solutions, LLC, for a supply chain 
solution that would allow the practices 
to order equipment and supplies, and 
track inventory. 

It also became clear that THR 
would need to select a prime distribu-
tor. THR was looking for a distribu-
tor partner that believed in the same 
things they did – reducing costs, 
sharing in savings, automation, and a 
desire to make the program the very 
best it could be. “We met with Henry 
Schein,” says Gaida. “They listened 
to us and said they would help us 
build the program we wanted.”   

At that point, THR faced a decision: 
“Do we implement the information 

Customized for  
the Physician Office
THR has tailored its physician program to be a resource and partner for its 250 practices

John Gaida

Sponsored by Henry Schein
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system piece first, or the conversion to Henry 
Schein?” he says. “We decided to do the whole 
thing at the same time.” In 11 weeks, all 250 of-
fices had been converted.

“Change is difficult for everyone,” says 
Gaida. So it was for the THR physician prac-
tices. Prior to the conversion, only about 20 
percent ordered goods and services electroni-
cally, as opposed to placing an order with the 
sales rep. But for Henry Schein to offer its 
distribution services most efficiently, and for 
THR to gain contracting economies of  scale, 
all practices would have to automate their 
supply chain processes.

Giving up their reliance on 
their sales rep, whom many 
practices relied on to check in-
ventory and place orders, wasn’t 
easy either. “There was a bit of  
weaning,” says Gaida. But once 
the practices understood how 
easy it was to use the automated 
system, most of  their misgivings 
subsided. What’s more, THR of-
fers them plenty of  help. Three 
supply-chain customer service 
people are on call 18 hours a day, 
and visit the offices to train and 
re-train them on the system. 

Selecting products
Though standardization across acute-care and 
non-acute-care sites is a desirable goal, it’s dif-
ficult to pull off  in practice. THR can apply 
some of  its acute-care contracts to the physi-
cian practices, but the opportunities to do so 
are limited. “Physician practices don’t want a 
high-priced glove, they want a less expensive 
glove,” says Gaida. “If  you can deliver quality 

at a lower price, you’re a hero.” The physician-practice supply chain 
team – under the direction of  Nate Mickish, senior director – uses 
as many Premier contracts as it can, “but it’s really driven around the 
physician practices and what they need,” says Gaida.

Even standardization among the physician practices is challeng-
ing. Gathering representatives from 250 practices in one location for 
product evaluation is next to impossible. THR is experimenting with 
electronic tools, such as virtual trade shows and videoconferencing, to 
facilitate the process.

Broad program
THR’s program encompasses not only med/surg through Henry Schein, 
but pharmaceuticals, purchased services and more. The savings opportu-
nities for the physicians are great. 

“What our offices have now is a resource, a partner,” says Gaida. 
“Instead of  going to the Yellow Pages, they call us. We’re the ones who 
help them with anything and everything. We’re at their beck and call. 
They didn’t have that before. They’ve given up a little control, but they 
have gained so much more in terms of  savings and resources.”

THR has four staffers taking care of  the physician program. “When 
it comes to product expertise, we turn to Henry Schein,” he says. “If  
there’s a question of  how to run the computer system or train the of-
fice staff  on inventory or accounts payable, we have internal resources 
at Texas Health Resources.

“ Here, everyone is on board with 
making the offices more efficient,” 
says Gaida. “When they understood 
we could help them save money, 
they were all in. If you don’t save 
them money, and they don’t see 
the benefit of the program, you will 
not have their engagement.”

Sponsored by Henry Schein
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With over 35 years in healthcare 
supply chain management and 
support services, John B. Gaida 
brings unique leadership and 
industry experience to his cur-
rent role as senior vice president,  
supply chain management at 
Texas Health Resources, a 25 
hospital IDN in the Dallas-
Fort Worth area. His career 
includes work with nation-
ally recognized healthcare sys-
tems, teaching institutions, all 
sizes of not-for-profit hospi-
tals, a consulting firm, and the  
eCommerce world. 

Before joining Texas Health 
Resources, John held senior lev-
el roles at medpool, an eCom-

merce company, BD Healthcare 
Consulting Services, and Part-
ners HealthCare Systems, Inc., 
an integrated delivery network 
in Boston. These positions in-
cluded vice president of supply 
chain services, vice president 
and practice leader, as well as 
senior vice president for sup-
port services. John has also 
worked in numerous materials 
management positions in Cali-
fornia and Illinois.

John’s honors include life-
time fellow recognition by the 
Association for Healthcare Re-
source and Materials Manage-
ment of the American Hospital 
Association and the AHRMM 

Gossett Award for leadership, 
dedication, and contributions 
to the profession. He is past 
president of AHRMM as well as 
serving on the board of directors 
for two separate terms. In 2007, 
he was selected by Healthcare 

Purchasing News (HPN) maga-
zine as one of the 30 most influ-
ential supply chain profession-
als in the last 30 years. Lastly, 
he is currently on the Board of 
Directors of the Strategic Mar-
ketplace Initiative (SMI) serving 
as Founder and Past Chairman 
and is serving on the Board 
of Directors of the Bellwether 
League as Chairman.

John B. Gaida: Senior Vice President, Supply Chain Management
Texas Health Resources

Sponsored by Henry Schein

“We’re not done by any means,” he says. THR will con-
tinue to expand its offerings to its physicians, and is consid-
ering offering the program to non-THR practices as well. 
The IDN has already brought the non-acute-care program 
to its ambulatory surgery centers, and intends to expand to 
imaging centers and home care as well. 

Setting up a physician program is challenging, but it’s the 
right thing to do, and it makes business sense for THR and 
its practices, says Gaida. “We save the organization money, 
and we improve performance.” For example, instead of  
spending time and resources buying multiple brands of, say, 
exam gloves, supply chain now only has to buy one. “And 

you have THR negotiating contracts on behalf  of  the prac-
tices, instead of  each office doing so, as they did before.”

To work, though, a program such as that at THR has 
to engage physicians. That may mean structuring the 
program, as THR has done, such that the practices share 
some of  the savings when they improve the efficiency of  
their practices. 

“Here, everyone is on board with making the offices 
more efficient,” says Gaida. “When they understood we 
could help them save money, they were all in. If  you don’t 
save them money, and they don’t see the benefit of  the pro-
gram, you will not have their engagement.” <JHC
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vendor credentialing

Over the last five years, the industry has placed  
significant emphasis on vendor access and credentialing. 
We may have reached the point where expectations are 
beginning to be understood and accepted. But that’s only 
the beginning. The real test will be simplifying the process, 
both financially and technically. 

By Bruce Stanley

it’s time for  
vendor Passports
Passports would be simpler, cheaper and fairer for all

Here’s the problem: Vendor rep-
resentatives interact with many fa-
cilities using multiple credentialing 
organizations, with differing styles. 
They spend valuable time re-docu-
menting previously submitted cre-
dentials. When they transfer or move 
to another company, they often must 
repeat the credentialing process due 
to concerns about the state of  old 
data and its ownership. The current 
process gives control of  the data to 
third-party organizations, not to the 
representatives themselves.

What’s more, each facility, IDN, 
or group establishes its own standard 
using its own choice of  third-party 
credentialing organization. Despite 
significant debate over the value of  
such organizations, I believe that they 
can and will provide the platform for 
the next phase.

How passports would work
The idea of  a credentialing passport 
has been floated since the early days of  
the vendor credentialing “outbreak.” 
In the early 2000s, no uniform stan-
dards were applied to credentialing, 
and this posed the largest barrier to 
passport implementation. But after 
many years of  hard work developing 
industry standards by the Coalition for 
Best Practices in HCIR Requirements, 

a passport process would prove that our healthcare 
system has the ability to better manage the 
personal data of reps while providing the necessary 
compliance required by healthcare facilities.
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the possibility of  creating a passport is closer to 
reality. Now only economic and parochial inter-
ests appear to be barriers.  

A vendor passport is simply one document, 
with industry-accepted standards, that would 
give reps access to any facility in the United 
States. Reps would annually submit their data 
to one organization and would be required to 
update any new information. They would re-
tain data ownership. They would be issued a 
validated data card, similar to a driver’s license, 
indicating they have been “credentialed.”  

A passport would be “is-
sued” by the primary institution 
through its preferred credential-
ing organization. Just as with 
country-issued passports, reps 
would be considered “citizens” 
of  each facility. Each facility 
could still retain its own unique 
requirements (just as some 
countries may require, say, eye 
scans, in addition to passports).  

Every credentialing orga-
nization would be audited an-
nually to ensure adherence to protocols of  
privacy and data security, and its employees 
would be trained in documentation and data 
management. Just as major banking institu-
tions send customers annual privacy notices, 
third-party credentialing organizations could 
do the same. The third-party organizations 
would be “certified” by the Coalition or other 
organization (such as the Joint Commission) 
and provided with a seal of  approval to issue 
the universally accepted passport.

a better managed system
Some believe that it’s fruitless to devote more energy to a process that 
has already been initiated. I don’t agree. While the current process 
works, it does not work efficiently or optimally for anyone. For ex-
ample, there is still confusion over data security and its maintenance. 

Sounds simple. So why isn’t the concept of  a vendor passport ac-
cepted? The barriers seem to be either too much vested interest in 
perpetuating a very cumbersome process, or lack of  vision. 

The passport system requires trust. It would allow reps to do 
what they do best – sell and counsel customers on new techniques, 
new product, and better processes. It would also prove that our 
healthcare system has the ability to better manage the personal 

data of  reps while providing the necessary compliance required by 
healthcare facilities.

The passport process would also demonstrate that our industry is 
not promoting cost-shifting from one party or another, but that the 
focus of  credentialing is foremost to protect patients and caregivers. 
First steps would be for a forum of  leaders led by the Coalition to meet 
and discuss the ramifications and possibilities for a streamlined process 
that utilizes the thorough work done by the HCIR initiative.

It only makes sense to complete the journey and show how our in-
dustry can self-manage, meet an operating challenge, and build the best 
process using technology to support best practice worldwide. <JHC

the passport process would show 
that our industry is not promoting 
cost-shifting from one party 
or another, but that the focus 
of credentialing is foremost to 
protect patients and caregivers.

Bruce Stanley is a supply chain and contracting operations consultant with more than 30 years in the healthcare industry, and an adjunct 
professor at Endicott College’s MBA program, teaching global supply chain, contracting and healthcare informatics and regulations. He served 
as senior director, contracting operations, for Becton Dickinson. He is a former chairman of  the AdvaMed working group focused on vendor 
access-credentialing, and has collaborated with MassMedic and AdvaMed on legislative initiatives related to this topic. In 2011, he co-founded 
The Stanley East Consulting Group, in Ipswich, Mass., a global consulting practice specializing in supply chain, contracting, order fulfillment 
and project management for small and medium-sized companies, startups, and companies in transition or divestiture. 
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value analysis  
at uCM
a step-by-step approach lays the groundwork for future value analysis projects

By Eric Tritch

Does this describe your approach to value analysis:
• The committee meets sporadically, not regularly?
• Periop finance runs the show?
•  Three or four people sit at a conference table, take handwritten notes, then disseminate 

them in long form after the meeting?

This describes University of  Chicago Medicine’s approach when we arrived in late 2011. 
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We had one committee (Operative Products Evaluation Commit-
tee, or OPEC) for the OR, and another (the Med/Surg Value Analy-
sis Team, or VAT) for the nursing floors. Both were hanging on by 
a thread. There was very little progress being made from month to 
month – which is about how often they met. What’s more, the teams 
seemed to focus only on deciding whether or not to bring in a new 
product that a clinician had requested; neither was looking at opportu-
nities to improve current products and processes.

Despite the challenges, we did have a couple of  things going in 
our favor. The first was the support of  Dr. Arieh Shalhav, our chief  

of  urology and chair of  the robotics committee. The second was our 
publicly stated desire to rebuild the value analysis process from the 
ground up. 

Focus on the OR
We decided to focus on the OPEC committee, hoping to use it as an 
example to grow value analysis in other areas. Instead of  hiring a nurse 
to conduct clinical analyses of  new products and opportunities, we 
sought experts in supply chain and strategic sourcing who knew how 
to effectively communicate with various stakeholders, manage proj-
ects, and perform in-depth analytics. Ian O’Malley was one of  our first 
such hires. With a background in strategic sourcing at a large indus-
trial products manufacturing company and an energy startup, Ian was a 
good choice to take responsibility for running the committee. 

Step One involved putting into place a formal agenda to track proj-
ects and status. Then we developed a template allowing all participants 
to easily see relevant data, including product comparisons, reason for 

change, cost per case and estimated annual 
cost impact.

Next, we made a simple but very impor-
tant change to the meeting: We conducted it 
by projecting the analysis directly from our 
template onto the conference room wall. This 
accomplished two things: First, it allowed us 
to present data in an easy-to-view format; and 
second, it allowed us to control the focus of  
the meeting and highlight concerns – such as 

cost impact – without appearing 
argumentative or negative. We 
worked closely with Dr. Shalhav 
and we enlisted committee co-
chairs among highly respected 
leaders, including our chief  of  
cardiac/thoracic surgery, our chief  
of  transplant, and an anesthesiolo-
gist, who is our perioperative medi-
cal director. We also increased the 
frequency of  the meetings to twice 
per month to accommodate addi-
tional requests and the variation in 
physician schedules. 

With a more effective struc-
ture in place, we were able to use 

this committee of  surgeon champions to drive 
projects that we knew would add value to the 
organization, such as surgical glove standard-
ization, skin adhesive conversion, and trocar 
standardization. With the support of  surgeon 
leadership and through clear presentation of  
the data around trials and feedback, we were 
able to hold firm with the committee’s deci-
sions. These changes allow clinicians to focus 
on evaluation criteria surrounding the clinical 
use and outcome impact of  the initiative, and 
allow our supply chain leads to focus on the 
commercial aspects, leveraging the expertise 
of  each group.

We believe that the key to having effective 
committees is having the right clinical cham-
pions co-chairing them, and proving that the 

instead of hiring a nurse to conduct 
clinical analyses of new products and 
opportunities, we sought experts in 
supply chain and strategic sourcing 
who knew how to effectively 
communicate with various 
stakeholders, manage projects, and 
perform in-depth analytics.
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committees are a valuable use of  their time. 
We accomplished that second goal by dem-
onstrating that we could efficiently and accu-
rately analyze data and present it succinctly, 
so that the clinicians’ time commitment was 
minimal – both during the meetings and out-
side them. And we proved that the commit-
tee could make decisions and move quickly to 
implement them. 

The word spread that OPEC was a “sur-
geon friendly” committee, and surgeons came 
to believe that bringing ideas to the committee 
was the best way to make prog-
ress. We knew that once they 
were inside the process, we could 
win them over with its transpar-
ency and effectiveness. We dem-
onstrated to them that the pro-
cess could weed out the winners 
and losers in terms of  new prod-
ucts, without any one individual 
having to be the bad guy.

Beyond the OR
We took the success of  the OPEC 
committee and adopted a similar approach to 
our Med/Surg Value Analysis Team. The key 
here was to make sure we had broad repre-
sentation, so that the teams bought in to the 
changes we were proposing, and so that they 
knew all new products needed to come to the 
committee for review. As we did with the OR 
process, we made sure that once the commit-
tee approved something, it was quickly imple-
mented, and we used the same analytical tools 
and projected the agenda and analysis on the 
conference room wall in the same way.

After showing we could successfully trans-
form the two existing committees at UCM, 

we looked into setting up committees for our electrophysiology lab, 
a second committee for the OR (to focus on commodity items), our 
clinical laboratories, and a team for linen usage. We are in the early 
stages of  building teams for GI/bronch, cardiac cath lab, and ambula-
tory clinics. We intend to use the same strategy in these areas as we 
did with the first two, that is, enlist key clinical champions to drive the 
clinical review and discussion, and direct our team to mine and present 
the commercial and product analysis. 

Our early successes received recognition from the University Health-
System Consortium, or UHC, as we were awarded their Silver Award for 
2nd place overall from their membership’s value analysis programs for 
our program ROI based on savings and labor expense.

Our next step in our value analysis evolution will be a focus on uti-
lization analysis, that is, looking at our usage of  products in procedural 
and patient care settings. We are currently analyzing software tools to 
help us mine this data and provide it to our teams. 

Now that we have the support structure in place and the con-
fidence of  our clinical leaders, we can drive these projects without 
our clinicians getting defensive. But it all depends on having strong 
and accurate data. In one pilot project, we looked at the cost per 
case of  our laparoscopic cholecystectomy procedures and com-
pared the supplies costs among various surgeons. The data showed 
significant differences, causing us to explore other components, in-
cluding case length and complexity. It will serve as a pilot for other 
projects, as we seek to drive real efficiencies and help us move to 
the next step in value analysis. <JHC

Eric Tritch is director, strategic sourcing – supply chain, The University of  Chicago Medicine, Chicago. Prior to joining UCM in 2011, he 
had a brief  stint at Loyola University Medical Center in its supply chain department, but spent most of  his career in supply chain roles in the 
manufacturing sector and some time in eSourcing consulting. 

We believe that the key to having 
effective committees is having 
the right clinical champions co-
chairing them, and proving that 
the committees are a valuable  
use of their time.
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
David Chaudier: When I assumed my cur-
rent role in 2012, the first order of  business 
was to assess and implement a new strategy 
and structure for the entire department. To 
increase department moral, we focused on 
three points:
•  People. We engaged everyone and 

bought into a new vision of  how to do 
things and teamwork.

•  Purpose. We created an environment where 
people can feel good about what they do, and 
how and why they do it. We rewarded success.

•  Passion. We focused on lifting up everyone 
in the department, from the most senior 
caregiver to newly hired individuals. We 

began with motivation and the belief  that we can – and must – be better.

This was the building block for all future changes, which have enabled 
supply chain and the sourcing team to exceed their savings goals.

JHC: Please describe a project you look forward to implementing in the 
next year or two.
Chaudier: We look forward to continuing to improve the quality and quan-
tity of  work in our department. We will accomplish this through changed 
responsibilities, by defining processes and by creating teams capable of  ex-
ceeding expectations. In addition, we look forward to integrating the supply 
process within the building of  the system service line departments, including:
•  Partnering with physicians and key leaders in areas such as cardiac, ortho, 

neuro, women’s health and cancer.

David Chaudier
Vice president strategic 
sourcing, Aurora Health 

Care Inc., Milwaukee, Wisc.

Aurora Health Care is a 
fully integrated healthcare 

system with 15 hospitals; 
More than 185 clinics 

and 70 pharmacies, 
rehabilitation centers and 

home healthcare. More than 
1.2 million patients annually; 

3,153 licensed beds.

•  Developing physician panels with a 
strong supply understanding and a 
willingness to champion change.

•  Integrating strategic account managers 
from supply groups to work with 
physician leaders and vendors.

JHC: What is the most important quality 
you look for in a supplier partner?
Chaudier: We look for a vendor willing to 
partner for the long-term; be proactive in the 
relationship; and one that understands our 
situation, as well as big-picture healthcare 
and its future.

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Chaudier: We will need to partner with 
vendors to reduce costs, including find-
ing a balance to offer the highest quality 
products at the best value, while main-
taining choices for physicians. In addi-
tion, we will have to partner with physi-
cian leaders to maintain a competitive 
advantage. Sourcing and contracting will 
have to transform itself  with data and 
technology by analyzing reimbursements, 
standardization, utilization and quality in-
dicators. The challenge will be to find the 
best strategy for each product while con-
tinuing to provide the best care at the best 
value and highest quality. <JHC

David Chaudier joined Aurora Health Care in 1999 and has since held positions 
in operations improvement, finance, cardiac and surgical service lines, and 
served as vice president of  operations for Aurora Health Care’s quaternary 

care hospital, Aurora St. Luke’s Medical Center. Currently, he oversees all strategic 
sourcing and negotiations for supplies, capital and purchased services; contracting; 
and supply chain data and technology (reporting and systems).
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Ron Collins: One of  the most reward-
ing projects has been helping to imple-
ment a comprehensive joint-replacement 
project, resulting in seven-figure savings 
while maintaining physician choice. An-
other project has involved improving pa-
tient throughput while optimizing the use 
of  fewer staff. Using Lean methodologies, 
our team ensures equipment and supplies 
are available when needed, without waste 
of  both products and staff  time. In addi-
tion, over the last 24 months I have par-
ticipated in the evolution of  our GPO’s 
(Premier, Inc.) comprehensive committed 
program, ASCEND. The program has 
grown in participation and become very 
efficient in awarding first-rate contracts, 
all while reducing costs. We also partici-
pate in a regional purchasing organization 

network called Capstone Health Alliance. This network provides an op-
portunity to work with hospitals in similar demographics to share ideas 
in areas like value analysis. Finally, I have had the privilege of  chairing 
the value analysis team, and the material management advisory group, for 
Capstone over the past couple of  years.

JHC: Describe a project you look forward to implementing in the next 
year or two.
Collins: Similar to our ortho program, we are embarking on a comprehen-
sive spine initiative that should result in similar savings. We have been meet-
ing with our physicians for the last couple of  months, and I am very pleased 
to see the level of  collaboration based on the actionable data we’ve been 

Ron Collins
Vice president supply 

chain, University of 
Tennessee Medical 

Center, Knoxville, Tenn.

University of Tennessee 
Medical Center is a 

standalone academic level 
one trauma system with a 
robust day surgery center, 

wound care center and 
various offsite physician 

offices representing more 
than 125 physicians;  

581 beds; $130 million  
in supply spend.

able to provide. The initiative is designed to 
maintain physician choice while optimizing 
our costs. Additionally, I have been selected 
to pilot a new concept for our system – the 
Innovative Council. The Council, which is 
comprised of  our staff  level team mem-
bers, has been charged with providing di-
rect input to improve operations, eliminate 
waste, and improve employee satisfaction. 
The healthcare environment changes con-
stantly, and we need to be able to adapt 
quickly and thrive.

JHC: What is the most important quality 
you look for in a supplier partner?
Collins: We value companies that help us 
improve patient care, eliminate waste and 
work seamlessly with our physicians and 
clinicians. One of  our local Abbott rep-
resentatives has done a particularly stellar 
job for our cath lab. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Collins: We should continue to see great-
er alignment and transparency among 
physicians, suppliers and health systems. 
This should provide the best products, re-
sulting in the greatest possible outcomes 
for our patients. We will also look for 
greater integration with our distributors 
and increased support from our GPO, 
leading to greater efficiency in physician 
preference product lines. <JHC

With a background in public accounting and internal auditing, Ron Collins 
joined the University of  Tennessee Medical Center in 1998. Starting in the 
health system’s home care services division, in 2007 he transitioned into a 

supply chain role. Today, he is responsible for oversight and direction of  supply chain, 
including procurement, distribution, and value analysis.
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Teresa Dail: Our most recent project 
is the Vanderbilt Supply Chain Services 
(VSCS) program, which will enable us to 
work with other non-owned hospitals or 
systems. We currently have nine hospitals 
in the program with a focused growth plan 
to add participants. Our goal is multi-fac-
eted. We know that we can bring value to 
these entities through the self-contracting 
model that we have in place and our ability 
to drive compliance. By working on behalf  

of  these organizations, it is our goal to help them improve their margins so 
that they can continue to provide services within their communities. With 
the changes occurring today in healthcare, we must find a way to allow these 
small-to-medium sized community hospitals keep their doors open. We will 
also work to share best practice and innovative approaches to management 
of  complex supply chain issues. Our goal is 
to position the supply chain to be a strong, 
integrated member of  the healthcare team 
in the effort to drive quality and reduce cost.

JHC: Please describe a project you look for-
ward to implementing in the next year or two.
Dail: We have a new product and technology 
program that embraces physician and clinician 
leadership and engagement that has been in 
place for six years. While the committees  

Teresa Dail
Chief supply chain officer, 

Vanderbilt University 
Medical Center,  
Nashville, Tenn.

Vanderbilt University 
Medical Center consists  

of four hospitals;  
151 employed physician 

clinics; 1,065 beds;  
$500 million annual  
supply chain spend.

have been very successful in supporting 
standardization, centralized contracting, 
cost reductions and new technology assess-
ment/acquisition, we realize that we need to 
evolve beyond that. Internally, we are work-
ing closely with our senior leadership team to 
understand how the committees, and supply 
chain in general, can help support the patient 
care centers as they become more engaged 
in Episode of  Care (bundles) initiatives, fo-
cused growth and centers of  excellence. 

JHC: What is the most important quality 
you look for in a supplier partner?
Dail: A combination of  flexibility and in-
novation. Being able to step out of  the box 
that has previously defined the way they 
traditionally sell or contract with an orga-
nization, thinking broader about how we 
can work together to drive value for each 
other and being willing to be a risk taker. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Dail: Outcomes are going to be the center 
of  a health system’s focus, and the level of  
scrutiny around what drives differences will, 
I believe, ultimately flush out and negate the 
need to have two, three or nine suppliers in a 
given category. <JHC

T eresa Dail’s healthcare career began in clinical nursing, followed by a role in clinical 
practice administration for a private practice group. Her exposure to vendor/physi-
cian relationships led to various supply chain positions, including director of  supply 

chain at Vanderbilt University Medical Center in 2007. Today, as chief  supply chain officer, 
she oversees all areas of  operations related to supply chain, including a strong self-contract-
ing model, procurement, GPO oversight, capital acquisition and database development, and 
more. She is also responsible for supply chain activities at a 50,000-square-foot off-site case 
cart operation center, which handles case picks for Vanderbilt’s adult hospital.

“Our goal is to 
position the 
supply chain 

to be a strong, 
integrated 

member of the 
healthcare team 

in the effort to 
drive quality and 

reduce cost.”
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Gary Fennessy: A simple lesson learned 
over time that generates tremendous 
goodwill is to engage caregivers in the de-
cision-making process. The Northwestern 
supply chain team makes every effort to 
do this. For example, managing new tech-
nology and evaluating products for use 
was historically a challenge for us. Despite 
some great value analysis, the decision-
making process was still a supply chain 
function. With the guidance of  our chief  
medical officer, we created the Executive 
Medical Device Committee, comprising 
physician leaders across multiple special-
ties. We gave the group approval authority, 
which we controlled through guidelines 
and a constrained investment budget. 
Although our supply chain team had its 
doubts about handing over the decision-
making process to our physicians, they 
have been very effective and the results 
have been overwhelmingly successful.

JHC: Please describe a project you look forward to implementing in the 
next year or two.
Fennessy: Our supply chain supports 62 operating rooms, and more than 40 
percent of  our total spend runs through those areas. Health system operating 
rooms must be optimized in terms of  operational performance. If  not, the 
ability to compete in a consumer-driven market will be at risk. Management is 
engaging our physicians, caregivers, IT and supply chain in a complete review of  
our operating room performance. We are looking to organizations outside of  

Gary Fennessy
Vice president of 

corporate supply chain 
and hospital operations, 
Northwestern Memorial 
HealthCare, Chicago, Ill.

Northwestern Memorial 
HealthCare is an academic 

medical center affiliated 
with Northwestern 
University Feinberg 

School of Medicine; three  
acute care hospitals;  

1,000 employed physicians; 
1,011 hospital beds;  

23 satellite ambulatory 
locations; approximately 

$650 million spend 
management,  

excluding capital.

healthcare to see if  we can identify technolo-
gies and process improvements to adopt. One 
opportunity that intrigues me is shifting from 
the use of  KPIs (Key Performance Indica-
tors) to the use of  KPPs (Key Performance 
Parameters). Additionally, we are exploring 
how Northwestern can use technology to ad-
vance demand matching and anticipate inven-
tory requirements in a more robust manner. 

JHC: What is the most important quality 
you look for in a supplier partner?
Fennessy: Honesty and integrity are two 
things that come to mind. Critical to that 
is a recognition that we often have two dis-
tinct missions. Suppliers’ goal is to increase 
shareholder value, while healthcare pro-
viders look to create value-based care for 
patients. Meanwhile, providers operate un-
der a constrained reimbursement model, 
and cost management is critical to success. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Fennessy: I believe we will see more 
health systems look for that bright line to 
quality in terms of  what we pay for ser-
vices in relationship to outcomes. Another 
challenge is shifting to view quality through 
the eyes of  the consumer – a shift that will 
be challenging for many of  our caregivers. 
Supply chain will be asked to construct 
contracts that align quality outcomes with 
price, with a focus on transparency. <JHC

Since joining Northwestern Memorial HealthCare more than 30 years ago, Gary 
Fennessy’s role has encompassed finance, revenue cycle and managed care. For the 
past 10 years, his responsibilities have evolved to include supply chain, as well as 

hospital operations, with oversight of  pharmacy, labs and support services.



Why Use Single-Use? 

Reduce Cost & Complexity Be More Sustainable

For more information and to request FREE samples, visit us at GrahamMedical.com.

Our nonwoven single-use products 
are easy to recycle in a #5 bin.

We use recycled fibers 
and materials in the 
manufacturing of our 
poly products.

All of our paper-
based products 
are biodegradable 
and decomposable.

Fast room turnover, easy storage, and 
reduces risk of cross-contamination.

Say goodbye to  
linen carts, laundry 
cost and theft  
with disposables.

New and clean 
for each patient, 
every time.

Graham Medical  •  2273 Larsen Road  •  PO Box 19031  •  Green Bay, WI 54307-9031  •  phone: 800.558.6765  •  fax: 800.494.7877  
email: info@grahammedical.com  •  on the web: grahammedical.com

Consistent 
quality

Improved 
safety

Greater 
value

Sustainable 
products & 

practices



August 2014 | The Journal of Healthcare Contracting30

People      Watchto

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Patrick Flaherty: One of  my most in-
teresting projects has addressed ways in 
which an IDN can legally offer benefits to 
non-owned facilities. Factors such as the 
Affordable Care Act, increased co-pays 
and heightened regulatory requirements 
are leading to significant fiscal instabil-
ity for independent acute care facilities 
across the country. Our goal has been to 
evaluate the best services for delivering 
operational relief  to enable independent 
facilities to remain financially viable. The 
project, which included supply chain se-
nior leaders and a group of  attorneys that 
specialize in antitrust and anticompetitive 
laws and regulations, constructed strategic 

guidelines and structures that permit contracting models that are not re-
stricted to a typical GPO approach.

JHC: Describe a project you look forward to implementing in the next 
year or two.
Flaherty: We are participating in a project that involves developing a sig-
nificant part of  a cardiovascular information system. We are leveraging our 
e-commerce technology and the populated cardiology products, all of  which 
have been augmented with additional strategic item level attributes. In addi-
tion, we are working with our revenue cycle department to create a process 
that permits us to apply charge codes to each item, rather than the traditional 
approach. We believe this process has significant opportunity for expansion 
into an integrated process across EMR, billing, MMIS and ERP systems.

Patrick Flaherty
Senior director, integrated 

performance solutions 
and transformational 

economics, UPMC, 
Pittsburgh, Pa.

UPMC is an IDN that 
consists of more than 

22 hospitals; 4,700 
licensed beds; 400 clinical 
locations; 17 senior living 
communities; $2.6 billion 

annual spend on supplies, 
equipment and services.

JHC: What is the most important quality 
you look for in a supplier partner?
Flaherty: I look for integrity and must 
be able to trust the accuracy (with regard 
to content and intent) of  what is being 
discussed. I also look for accountability, 
particularly given these times of  unprec-
edented transformation in healthcare. His-
torically, suppliers have provided very little 
in the way of  performance warranties, 
preferring that providers bear the risk that 
the cost of  products is justified by their 
incremental benefit to patients. The ability 
of  suppliers to join providers in offering 
patients better outcomes and lower costs is 
core to transformative healthcare.

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Flaherty: We need to address the real 
drivers of  increasing product costs which 
continually add to the burden of  care. 
All parties must collaborate on lowering 
the cost of  sales and care. We need to 
create universally accepted performance 
metrics that consider the incremental 
benefit of  one product over another. 
And, we need to reconcile the move-
ment toward population-management 
goals, which have the predilection to de-
sign and purchase products with marginal  
performance improvements. <JHC

When Patrick Flaherty joined UPMC’s largest facility, Presbyterian University Hos-
pital, in 1994, he was engaged in technical writing and public relations while 
completing an undergraduate degree in pursuit of  a Juris Doctorate. Today, he 

leads UPMC’s core systems’ support team, which manages day-to-day operations for four 
enterprise resource planning and warehouse management systems. He also oversees e-com-
merce and content, as well as PMO groups, and develops programmatic approaches and 
contract strategies to address the transition in healthcare from volume to value.
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Fred Genter
Vice president supply 
chain, Commonwealth 
Health Corp., Bowling 
Green, Ky.

Commonwealth Health 
is a holding company for 
13 nonprofit and for-
profit corporations and 
partnerships engaged 
in healthcare. It operates 
a PPO network and 
includes four acute care 
facilities and various 
physician practices. Its 
annual supply budget is 
approximately $73 million. 

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Genter: I believe the most rewarding ef-
forts have been in leveraging the GPO 
relationship (beyond price activating con-
tracts). We work with our region director 
to target opportunities, champion conver-
sions and address concerns. The GPO 
efforts also include aggregating volumes 
with like-minded providers who are will-
ing to share ideas, successes and chal-
lenges they face. I am privileged to be on 
the sourcing committees within the GPO. 
Their knowledge, conviction and willing-
ness to share has provided us with a forum 
to discuss contracting, operations, clinical 
outcomes and other areas of  focus with 
professionals from hospitals and provid-
ers from other regions. My participation 
has allowed me to foster relationships, ex-
pand my resources, increase my awareness 
of  product utilization and identify areas 
we need to target more aggressively.   

JHC: Please describe a project you look 
forward to implementing in the next year 
or two.
Genter: The project that excites me most 
is clinical integration and its impact on phy-
sician preference items, supply chain pro-
cesses and the consumption of  healthcare 
services. We have invested a tremendous 

amount of  resources into compiling, analyz-
ing and evaluating patient quality measures, 
enabling us to draw a correlation between 
clinical outcomes, preference patterns, re-
source utilization, population health and 
the overall cost of  care. I expect to see in-
creased engagement from hospital leader-
ship, improved awareness from the medical 
staff  and a desire to embrace supply cost 
and utilization strategies. The project moves 
our organization toward a partnership where 
we share data driven performance measures 
with key stakeholders, provide a clear direc-
tion toward improved quality and cost, and 
initiate validated, replicable cost savings.   

JHC: What is the most important quality 
you look for in a supplier partner?
Genter: We look at quality, integrity and ef-
fort on the part of  a vendor’s employees, 
and how they choose to manage their busi-
ness. We look for people who think beyond 
the transactional level and are vested in a 
relationship. And, we look for people that 
share a vision that is long term and focused on the hospital’s success. 

JHC: What is the greatest change we can expect to see in healthcare con-
tracting in the next five years?
Genter: Supply chain functions will be impacted by changing reimburse-
ment strategies, an aging population, technological advancements and the 
use of  analytics to drive quality and cost. The vendor/provider relation-
ship will shift to where data, an increasingly engaged medical community 
and possibly payors will evaluate products differently and set pricing based 
on data-driven patient outcomes and clinical efficacy of  products. <JHC

Fred Genter joined Commonwealth Health 18 years ago as vice president of  finance. 
He has been in his current role nearly six years, and today oversees the purchasing, 
distribution and courier services for a four-hospital IDN in south central Kentucky. 

He is responsible for all non-pharmacy supply costs, as well as ordering; stocking and dis-
tribution; negotiating contract pricing for supplies, capital and various purchased-service 
agreements; and overseeing the GPO relationship.



WE’VE SEEN THESE 
SIGNS COMING.
In today’s dynamically changing healthcare 

marketplace, you need proven partners who 

are responsive, progressive and dedicated to 

your continued success. For 50 years, hospital 

systems have relied on Mercury Medical for 

innovative medical technology that demonstrates 

unsurpassed clinical and economic value. We 

listen when you share your needs. We respond 

with solutions that improve patient outcomes 

cost-effectively. We offer a team of seasoned 

professionals who specialize in research, clinical 

training, engineering, biomedical services and 

support. As both manufacturer and distributor, 

Mercury Medical serves clients in more than 70 

countries. We understand the new realities. And 

we stand ready to help you conquer them with 

confi dence. Call on us to partner with you today.
mercurymed.com

800.237.6418
Your Need . . . Our Innovation®



WE’VE SEEN THESE 
SIGNS COMING.
In today’s dynamically changing healthcare 

marketplace, you need proven partners who 

are responsive, progressive and dedicated to 

your continued success. For 50 years, hospital 

systems have relied on Mercury Medical for 

innovative medical technology that demonstrates 

unsurpassed clinical and economic value. We 

listen when you share your needs. We respond 

with solutions that improve patient outcomes 

cost-effectively. We offer a team of seasoned 

professionals who specialize in research, clinical 

training, engineering, biomedical services and 

support. As both manufacturer and distributor, 

Mercury Medical serves clients in more than 70 

countries. We understand the new realities. And 

we stand ready to help you conquer them with 

confi dence. Call on us to partner with you today.
mercurymed.com

800.237.6418
Your Need . . . Our Innovation®



August 2014 | The Journal of Healthcare Contracting34

People      Watchto

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
with recently?
Kevin Hines: Two projects I have found to 
be particularly rewarding have been to imple-
ment a network value analysis committee and 
open a centralized distribution center. While 
value analysis is not a new strategy, SLUHN 
did not have an active committee. Given the 
mounting pressure of  healthcare reform, it 
was imperative to develop an infrastructure 
that could objectively analyze supplies, pur-
chased services and equipment. The analysis 
had to be able to balance clinical outcomes 
with financial impact for optimal patient care. 
I helped lead the development and imple-
mentation of  a sustainable structure, de-
signed to begin operating at a high level, with 
a $22 million savings after the first 10 months. 
In addition, I helped open a 30,000-square-
foot network distribution center. This was an 
immense undertaking that involved central-
izing stock items from six hospitals without 
disrupting patient care. Through careful plan-
ning and communication with clinical and 
operational staff  at each facility, we accom-
plished our initiative in 10 months. 

JHC: Please describe a project you look forward to implementing in the 
next year or two.
Hines: We are formalizing a “look-back” program that measures the fi-
nancial and clinical impact from changes made on supplies, service and 
equipment. These are times when savings are estimated and budgets are 
adjusted, but they aren’t realized. For example, if  we estimate a cost in-
crease based on converting a supply that promised reduced length of  

Kevin Hines
Associate vice president, 

network materials 
management, St. Luke’s 

University Health 
Network (SLUHN), 

Bethlehem, Pa.

SLUHN is comprised 
of six hospitals; more 

than 150 sites in 
Pennsylvania and New 

Jersey, including primary 
care and specialist 

physician practices; 1,342 
physicians, 55,300 annual 

admissions, and 9,400 
employees; more than 
$156 million in annual 

purchasing volume.

stay or reduction in infection rates, does 
this actually happen, or have outcomes 
remained the same while costs have in-
creased? We must focus on the continuum 
of  care – not just the cost.

JHC: What is the most important quality 
you look for in a supplier partner?
Hines: We seek suppliers that are willing 
to align their objectives with those of  the 
network and look beyond profit margin to 
help improve the health of  patients and 
the community, as well as the financial 
safety of  the network. Our relationship 
with B. Braun is an excellent example of  
a partnership that extends beyond a pric-
ing agreement and focuses on patient out-
comes. Together, B. Braun and SLUHN 
are assessing a regional anesthesia program 
using evidence-based medicine to decrease 
patient length of  stay, decrease nursing in-
terventions, improve patient pain scores 
and decrease drug and supply costs.

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Hines: As a result of  healthcare reform, I 
foresee suppliers changing their business 
models to meet the ever-changing needs 
of  healthcare. I see them becoming more 
involved with reimbursement and readmis-
sion rates. And, I foresee there will be more 
opportunity for providers to source directly 
with manufacturers on commodity items, 
eliminating distributor markups. <JHC

Kevin Hines joined St. Luke’s University Health Network in 2012, following 17 years 
of  service with Premier, Inc. Today, he oversees purchasing, contracting and sup-
ply chain logistics, including supply, warehouse, linen and mail distribution, inven-

tory control, couriers and print shop, for six acute care and 150 non-acute care facilities.
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Lana Smith: In my new role, we have 
established a link between supply chain 
and care transformation. Looking at phy-
sician preference items, we have identi-
fied key physician leaders to drive change, 
which will transform care of  our patients 
to achieve top-decile performance clini-
cally and financially. With such aggressive 
targets, it has been apparent that a new 
approach is needed to achieve sustainable 
improvements. Working in supply chain 
for so many years and crossing over to 
the clinical side has presented an entire 
new set of  challenges, including examin-
ing supply costs and utilization, and en-
suring an emphasis on patient experience 
and quality. 

JHC: Please describe a project you look 
forward to implementing in the next year 
or two.
Smith: We have recognized that a col-
legial process is essential to engaging all 

stakeholders to align with a shared solution. Using two processes for im-
provement – the Institute for Healthcare Improvement Model for Rapid 
Change and the GE Change Acceleration Process – we have been suc-
cessful in bringing together clinicians and surgeons to assist in developing 
our vision and clinical and financial strategies. Physicians have identified 
several key milestones: standardized clinical pathways, membership to the 
American Joint Replacement Registry, Joint Commission Disease-Specific 

Lana Smith
Corporate director, 

service lines, Adventist 
Health, Roseville, Calif.

Adventist Health consists 
of 19 acute-care hospitals; 

more than 2,700 beds; 
more than 220 rural 

health, physician and 
outpatient clinics;  

14 home care agencies; 
seven hospice agencies; 

four joint-venture 
retirement centers; 20,500 
employees, 4,500 medical 
staff physicians and 3,600 
volunteers; more than $3 
billion net revenue (2013) 

and over $419 million 
supply expenses (2013). 

Care Certification and CMS bundled pay-
ments. It is exciting to be a leader and part 
of  such transformation within Adventist 
Health. It channels my expertise as a clini-
cian, and my skills in contracting.

JHC: What is the most important quality 
you look for in a supplier partner?
Smith: As a long-time member of  Pre-
mier’s Surgical Services Sourcing Commit-
tee, I have been fortunate to gain an in-
creased awareness of  contracting. Having 
gained such knowledge, I strongly believe 
suppliers must demonstrate vision, com-
mitment and integrity in meeting the needs 
of  the system as we raise the stakes by ex-
posing both opportunity and risk.

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Smith: Committed to a physician-led 
model to achieve our goals, we believe that 
with transparency and reliable data, we 
can execute contracting strategies based 
on what physicians and clinicians need to 
provide the best care at the lowest cost. In 
the future, I see more clinicians involved in 
contracting as they bring expertise to the 
table that speaks to evidence rather than 
preference. This will require suppliers to 
understand the system’s goals are not just 
about price, but also about a balance of  
quality, cost and value. <JHC

As Adventists Health’s corporate director of  service lines, Lana Smith leads clinical 
initiatives that support Adventist Health’s Care Transformation Model to provide 
patient-centered, safe, reliable and evidence-based care across the system. With 

a focus on the orthopedic service line, she works with more than 45 clinicians and 14 or-
thopedic surgeons to reduce unwanted and unnecessary variability in the care of  hip and 
knee replacement patients, toward a $4.4 million implant and supply cost reduction target.
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The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Taylor: Building an end-to-end strategic 
supply chain infrastructure has been very  
exciting. We began with a small, established 
base of distribution and limited value analysis 
functions. Today, we have a dedicated pur-
chasing department, strategic sourcing, supply 
chain informatics and a value analysis program 
with nine standing active clinician-led teams. 
Our distribution and logistics function has 
expanded to include the outpatient enterprise 
and perioperative services, and we anticipate 
more to come. Not only have we connected all 
the supply chain functions into an integrated, 
high-functioning supply chain, we are now 
seen as a strategic element of our organization 
by both our clinicians and non-clinicians.

JHC: Please describe a project you look forward to implementing in the 
next year or two.
Taylor: We have begun to focus on improving our data quality and integration. 
Although our data quality and usage 
has been good, we need to make it 
great. To do so, we must apply sig-
nificant rigor, focus and measure-
ment in order to get fully organized around this initiative. It will require exami-
nation of  current processes, application of  Lean and Six Sigma methodologies, 
and changes to our business processes to extract wasteful steps, while increasing 
accuracy and validity. Accurate data will allow us to benchmark our spend to 
identify savings through contract opportunities; categorize our spend to UN-
SPSC to better analyze spend and identify utilization opportunities and trends; 
enumerate our data to GS1 standards to improve order accuracy and safety; and 
remove wasteful rework in the ordering process through attainment of  lights-out 

Bob Taylor
Assistant vice president of 
supply chain, UAB Health 
System, Birmingham, Ala.

Flagship UAB University 
Hospital, plus five affiliated 

community hospitals; 
University Hospital has 

1,250 beds and more than 
50 outpatient clinics, with 
non-salary annual spend 
exceeding $600 million; 

$1.3 billion in net revenues.

ordering. This will also enable us to connect 
spend and purchase data to clinical data; better 
understand the relationship between cost, 
quality and outcomes; and help drive bet-
ter evidence-based decision making when  
selecting/utilizing supplies.

JHC: What is the most important quality 
you look for in a supplier partner?
Taylor: Integrity, mutual trust, alignment 
and respect must all be present. A supplier 
who can present opportunities that cre-
ate value for both parties, and has risk for 
both parties, indicates a partnership.

JHC: What is the greatest change we can 
expect to see in healthcare contracting in 
the next five years?
Taylor: We can expect to see the inclusion of  
product performance guarantees in contracts 
with financial metrics, measures and risk. 
Healthcare reform has changed how hospitals 
are reimbursed, and this change will have to 
extend to everyone involved in patient care, 

including suppliers. Claims of  better quality 
and improved outcomes will have to be sub-
stantiated with evidence, and outcomes will 
have to be measured and monitored across 
the care continuum. Products that truly pro-
vide incremental improvements in patient 
outcomes will thrive; products that only add 
cost will go away. <JHC

Since joining UAB Health System, Bob Taylor’s responsibilities have evolved to in-
clude total supply chain oversight, including value analysis, purchasing, strategic 
sourcing, distribution and logistics, and supply chain analytics for supplies, linen 

and equipment. In addition, he is responsible for UAB’s Critical Care Transport.

“Although our data quality and usage has 
been good, we need to make it great.”
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Mark Welch
Vice president, supply 
chain and strategic 
sourcing, Novant Health, 
Kannapolis, N.C.

Novant Health is a not-
for-profit integrated 
system of 15 medical 
centers and more than 
350 clinic locations, as 
well as various outpatient 
surgery centers, medical 
plazas, rehabilitation 
programs, diagnostic 
imaging centers and 
community health 
outreach programs. More 
than 1,200 physicians and 
2,727 beds. Annual supply 
expense of $1.2 billion.

The Journal of Healthcare Contracting: 
What has been the most challenging and 
rewarding project you have been involved 
in recently?
Mark Welch: My most rewarding proj-
ect involved a system overhaul of  the way 
Novant Health looks at data management 
and integrity. Clean data has been a miss-
ing component over the years for several 
organizations. Whether you are collaborat-
ing with physician partners or with vendors, 
clean data is essential for trust and credibil-
ity. At Novant Health, we 
typically have had plenty 
of  data, but we have lacked 
consistent, actionable in-
formation and did not 
have a way to pull data that 
was timely or useful. To ad-
dress this, we developed a 
data integrity manager posi-
tion to audit our item mas-
ter and ensure that all data integration points 
were mapped correctly in our system. Today, 
with clean data and strong analytical skills, 
we can have direct, relevant conversations 
with physician and vendor partners.

JHC: Describe a project you look forward 
to implementing in the next year or two.
Welch: At Novant Health, we strive for 
clear communication and contract com-
pliance. To accomplish this, we have in-
troduced a pod model that is part of  the 

sourcing process, from the beginning stages 
through implementation. The pods are ser-
vice-line subject matter experts, including 
physicians, sourcing, contract administrators,  
catalog enablement leads, buyers, finance 
and analysts, who work together. The driv-
ing force is to ensure patient needs are met in 
the most affordable way. Through enhanced 
data and department scorecards, the pods’ 
efforts are tracked and measured for success 
across various matrixes. The process has 
enabled Novant Health to take a system ap-

proach to accomplish com-
mon goals across the orga-
nization, with the patient 
always at the center.

JHC: What is the most im-
portant quality you look 
for in a supplier partner?
Welch: We look for suppli-
ers who excel in quality and 

price, and are able to align their goals with 
those of  the healthcare system. At Novant 
Health, our focus is on the patient experience. 
This is challenging to most vendors, which 
typically are sales-volume oriented. If  we all 
put the patient first, we will see a stronger, more affordable healthcare system.

JHC: What is the greatest change we can expect to see in healthcare con-
tracting in the next five years? 
Welch: At Novant Health, we are looking for vendor partners that put the 
patient first. Agreeing on this goal will result in a more efficient and stream-
lined logistic system, from raw materials to the patient bedside. <JHC

M ark Welch joined Novant Health in 2005 as the leader of  supply chain opera-
tions in the Charlotte, N.C. market. Since then, he has served as director of  
Novant Health’s logistics center and leader of  its strategic sourcing department. 

He assumed his current role as vice president of  the system’s supply chain in 2012. His re-
sponsibilities include sourcing, contract administration, supply chain data integrity/analytics, 
self-distribution center, supply chain hospital operations, procurement and supply chain IT.

“If we all put 
the patient 

first, we 
will see a 

stronger, more 
affordable 
healthcare 

system.”



IV Shortage

IV shortage tests  
providers and 
suppliers
Smarter usage policies, conservation strategies, 
protect patients’ well-being
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From adversity can come good things. Take the recent (and at 
press time, ongoing) shortage of  IV solutions – particularly normal sa-
line and dextrose solutions. 

It’s true that distributors and manufacturers have their accounts on 
allocation. But as of  press time, no adverse patient effects had been re-
ported. And manufacturers were hustling to meet demand. 

Meanwhile, healthcare providers were instituting conservation strate-
gies that may change the way they use IV solutions in the future. “The 
exciting piece for me is interaction with medical staff  – working with them 
on establishing approved policies for substitutions,” says Mary Beth Lang, 
R.Ph., MPM, Sc.D., vice president of  pharmacy and supply chain manage-
ment commercial operations, UPMC, Pittsburgh, Pa. “That has been the 
advantage of  all these shortages – a very attuned medical staff  being adept 
and agile in making clinical decisions based on what’s available.”

What’s going on?
While shortages of  IV solutions and other pharmaceuticals are not new, 
the shortage of  IV solutions was widespread and lingering. And it ex-
posed a vulnerability in the U.S. system: Although the U.S. Food and 
Drug Administration can encourage manufacturers to step up produc-
tion, it cannot require a manufacturer to produce anything.



IV Shortage

As of  early July, 0.9% sodium chloride in-
jection (normal saline) and 5% dextrose in-
jection were still listed in short supply by the 
FDA. (Lactated Ringer’s Injection and 0.45% 
sodium chloride injection, which had been in 
short supply early in the year, no longer ap-
peared on the FDA’s drug shortage website 
in early July.)

The agency attributed the shortages to a 
range of  factors, including an increased de-
mand by hospitals, potentially related to the 
flu season. However, some observers blamed 
stepped-up quality inspections. 

Baxter International, B. Braun Medical 
and Hospira Inc. reported work-
ing diligently to meet demand. In 
March, the FDA announced that 
it was “temporarily exercising en-
forcement discretion” and allowing 
Fresenius Kabi USA to distribute 
normal saline while needed. Then, 
in April, the agency reported that 
it would allow Baxter to temporar-
ily distribute normal saline in the 
United States from its Spain manu-
facturing facility, to supplement the 
saline manufactured in its U.S. facility.

Approximately 20 million IV saline bags 
are used per month in the United States,  
according to the FDA.

UPMC 
Providers were exhibiting creativity in coping 
with the IV shortage without compromising 
their patients’ well-being.

“This is the first time in a while we’ve seen 
this magnitude of  a shortage in this area,” 
says Lang. “From time to time, we might have 
seen one SKU with production issues; but 
this large scale production issue – this is the 
first time.”

There are ebbs and flows, and there are 
times when a few SKUs might be in short 

supply, adds Matthew Benton, commodity manager, UPMC. “But 
rarely is there such a large scale shortage, or one that is talked about as 
much as this one.”

At press time, UPMC was on allocation, particularly with certain 
IV fluid bag volumes that vendors have temporarily discontinued. That 
said, the shortage has had “zero patient impact,” says Lang. That’s true 
for a number of  reasons. 

For one, UPMC self-contracts for much of  its supplies, equip-
ment and pharmaceuticals. “We tend to have direct contracts for these 
key categories, because we know they’re mission-critical,” says Lang. 
UPMC uses primarily one IV solutions vendor, but because it self-
contracts pharmaceuticals, the IDN has relationships with all the sup-
pliers, she says. “We are fortunate because of  the contracting strategy 
and the model we’re practicing under.”

UPMC does use a national distributor for IV solutions for its non-
acute sites. As shortages occur among those sites, UPMC has been able 
to augment their inventory with solutions from its med/surg consoli-
dated service center and in-house pharmacy. 

Despite the relatively stable supply of  solutions flowing to 
UPMC, the IDN has implemented some conservation strategies. In 
fact, it was a participant in crafting the “Intravenous Solution Con-
servation Strategies” document, published in March by the Ameri-
can Society of  Health-System Pharmacists and the University of  
Utah Drug Information Service.

“When we have a shortage, from a pharmacy perspective, we look 
at conservation and utilization very carefully,” says Lang. First ques-
tion: Can the IDN move to a product that’s more readily available? In 
the current situation involving IV fluids, UPMC’s clinicians are trying 
to convert patients to oral hydration as quickly as is safe, she says. 
“Sometimes, you have fluid just to keep the vein open,” adds Lang, 
who originally worked as a pharmacy manager at UPMC’s flagship 

“ Where practices have been 
uncovered that do not necessitate 
the use of IV solutions or lead to 
undue waste, we have and will 
continue to implement changes.”  

– Deb Templeton and Dean Parry, Geisinger Health System
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hospital. “But we’re evaluating, ‘Do we really 
need to do that?

“I think you’re seeing a lot of  conservation 
across the country. As we look at cost-savings 
initiatives, I can’t help but think these strategies 
will become our new standard of  practice.”

“This experience has served as a reaffir-
mation of  the importance of  the contracts 
to which we hold our suppliers accountable,” 
adds Benton. Are they truly partnering with 
the provider? Are they sharing the risk? “These 
are the types of  experiences we refer to when 
we write contracts with other suppliers, he 
adds. “If  they think our requirements are too 
high or too burdensome, we use scenarios like 
this to show them it’s important that our sup-
pliers stand behind their contract.”

Geisinger
Shortages can help providers uncover op-
portunities for more efficient and appro-
priate use of  medications that are in short 
supply, according to Dean Parry, R.Ph., 
director, pharmacy clinical programs, and 
Deb Templeton, R.Ph., MHA, chief  of  care 
support services, Geisinger Health System. 
“Creating a framework to analyze our usage 
and implement – in an appropriate manner 
– strategies to manage the appropriate us-
age have always been a part of  the Geisinger 
approach to care.” The shortage of  IV solu-
tions is no different.

“We have experienced occasional spot shortages, but this is the first 
time that this has occurred in the way it has impacted the entire market 
and for the protracted amount of  time the shortages have been expe-
rienced,” say Parry and Templeton. “Spot shortages usually impact a 
particular product and a particular size of  IV solutions. This shortage 
has impacted an entire line of  products, such as all presentations of  
normal saline.”

Geisinger began experiencing shortages in January, with normal 
saline, then expanded to include other solutions, including Dextrose 
5%, D5-1/2 NSS, Plasmalyte, 1/2 normal saline and Lactated Ring-
ers solution. “Some have been fairly consistent and some shortages 
have been intermittent over the past three and a half  months,” ac-
cording to Parry and Templeton. “All have resulted in some disrup-
tion of  our normal process for caring for patients and have resulted 
in the need to make changes in our approach and use of  these agents, 
including the careful monitoring of  the stock situation to prevent 
patient-care-related issues.

“The biggest problem is there 
has been no predictability to the 
shortages, so it is difficult to im-
plement any long-term planning 
solutions. Also, the solution to one 
shortage often becomes the driver 
for the next shortage that we have 
to deal with, as the alternative sup-
ply [to which] users move causes 
those products to go on back-
order/stock out.”

Despite the shortages and ad-
justments, patient care remains unaffected. “We have had to take some 
steps to compensate for the shortage,” they say. Those steps include 
conserving product when appropriate, switching to alternative prod-
ucts where appropriate, and understanding the limitations of  drug 
compatibility with the base IV solution when choosing alternatives. 

“There are some drugs that must be mixed in normal saline to be 
stable, and others that can be mixed in Dextrose 5%, normal saline or 
other IV products,” according to Parry and Templeton. “Where pos-
sible we have switched the base solution to other products, reserv-
ing the limited amount of  normal saline for those medications and/
or patients that absolutely need normal saline. We have also switched 
to alternative delivery methods where possible. Many times, a medica-
tion can be given by IV infusion (IV piggyback) or IV push. With the 
shortage, we will utilize IV push where appropriate to save the number 

“ From time to time, we might 
have seen one SKU with 
production issues; but this 
large scale production  
issue – this is the first time.”  

– Mary Beth Lang, UPMC
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IV Shortage

of  bags of  IV solutions needed. Constant communication and adjust-
ments have been necessary in order to ensure adequate supplies as the 
availability changes.”

Geisinger maintains constant contact with manufacturers and distrib-
utors in order to understand the current supply situation and to deter-
mine what options, if  any, are available to bridge the supply gap. “That 
information has helped us to be as proactive as possible in our plans for 
utilization/conservation, and to try and distribute that information in a 
timely manner to those who are providing direct patient care. It is very 
important to take a proactive approach in order to minimize the impact 
on direct patient care or to prevent delays in the delivery of  care.”

If  a silver lining exists, it is this: Taking a close look at current us-
age patterns and techniques “helps uncover some practices that can be 
improved or streamlined. In many cases, we will return to the previous 
usage, but where practices have been uncovered that do not necessi-
tate the use of  IV solutions or lead to undue waste, we have and will 
continue to implement changes that will allow us to use the resources 
available in the most efficient manner.”

ROi/Mercy
Mercy has been minimally impacted by the current IV shortage, says Jon 
Lakamp, vice president of  pharmacy. “Due to the implementation of  con-
servation strategies as well as a direct relationship with our IV solution 
vendor, the impact has been significantly minimized.” That’s an accom-
plishment, considering the healthcare system serves millions annually in 
33 acute care hospitals, four heart hospitals, two children’s hospitals, three 
rehab hospitals, one orthopedic hospital and nearly 700 clinic and outpa-
tient facilities in Arkansas, Kansas, Missouri and Oklahoma.

In the last five to 10 years, the IDN has experienced sporadic sup-
ply issues with a single product in the IV solution category, but nothing 
to match the scope and length of  the current shortage from a national 
perspective, he says. “Nationally, the current shortage of  IV solutions 
is unprecedented in recent memory.

“With this new reality, health-system phar-
macists have become very skilled at minimiz-
ing the impact of  shortages to patients and 
clinicians. This particular shortage is no differ-
ent. At Mercy, our team of  pharmacists and 
supply chain experts developed a strategy to 
conserve existing supply as well as strengthen 
our existing relationship with manufacturers to 
continue direct access to IV solution supply as 
released by the manufacturers.”

In 2002, Mercy founded a supply chain 
company – ROi (Resource Optimization & 
Innovation) – to internalize medical distribu-
tion capabilities, including warehouse and lo-
gistics, explains Lakamp. Through ROi, Mer-
cy is able to source and deliver supplies and 
pharmaceuticals directly from manufacturers. 
“This strategy has helped us to minimize the 
impact of  this shortage in particular.”

In addition, Mercy’s conservation strategies 
for IV solutions focus around three areas:

• Using oral rehydration when possible.
•  Using smaller IV solution bag sizes for 

patients requiring lower volume.
•  Evaluating on an ongoing basis the 

need for IV solutions in patients. 

“Be proactive,” says Lakamp, when asked 
about lessons learned from the current short-
age. “Early conservation of  products in short 
supply can pay off  dramatically when those 
shortages become chronic problems.” <JHC

Editor’s note: The public can view current drug shortages on the FDA website. 
Go to www.fda.gov/Drugs/DrugSafety/DrugShortages/default.htm

“Early conservation of products in short supply 
can pay off dramatically when those shortages 

become chronic problems.”  
– Jon Lakamp, ROi/Mercy
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IV Shortage

Baxter International, B. Braun Medical and Hospira Inc. reported 
working diligently to step up production and ease the shortage. 
And in March, the FDA announced that it was “temporarily exer-
cising enforcement discretion” and allowing Fresenius Kabi USA to 
distribute normal saline in the United States while needed. 

Baxter International
“Baxter continues to help support the increased market need by 
continuing to produce at maximum capacity, working with cus-
tomers to meet patients’ medical needs, and exploring alterna-
tive solutions with all stakeholders,” said Baxter spokesman John 
O’Malley. In fact, Baxter increased its production of IV solutions 
by 3 percent in 2013, and is making investments to increase 
production by an addi-
tional 9 percent in 2014, 
said O’Malley. The Food 
and Drug Administration 
has allowed the company 
to temporarily distribute 
its 0.9% sodium chloride 
injection from its Spain  
facility, while normal saline 
remains in short supply.

B. Braun Medical
In a Jan. 31, 2014, letter to 
customers, B. Braun Medical 
Vice President of Pharma-
ceutical Marketing Rick Wil-
liamson cited an “unprece-
dented increase in customer 
demand” for intermittent 
backorders of 0.9% sodium 
chloride injection, USP, 
1000mL, 500mL, 250mL; 
and 5% Dextrose Injection 
USP, 1000 mL and 250mL.

“We are addressing 
this industrywide short-
fall within our current 

manufacturing processes and with our 
investment in a next-generation IV con-
tainer, E3TM,” he wrote. “With this invest-
ment, B. Braun will significantly increase 
its IV container production capacity over 
the next three years.” (The E3 containers 
are free of natural rubber latex, DEHP 
and PVC.) 

Hospira
“Hospira understands the criticality of 
saline products to patients and health-
care providers,” said Hospira spokes-
man Dan Rosenberg. “Today, Hospira 
is producing product at full capacity, 
working 24/7 on product releases and 
expediting shipments to mitigate local 
and regional disruptions.”

Fresenius Kabi USA
In March, the FDA announced that it was 
allowing Lake Zurich, Ill.-based Fresenius 
Kabi USA to distribute its 0.9% sodium 
chloride injection while needed. “FDA in-
spected Fresenius Kabi’s Norway facility, 
where its normal saline product is made, 
to ensure the facility meets FDA stan-
dards,” the agency reported. Shipments 
began arriving from Norway in April.

It is not the first time Fresenius Kabi 
has worked with the FDA to help with 
product shortages, said Matt Kuhn, se-
nior director, communications and gov-
ernment affairs. In the recent past the 
company imported sodium phosphate 
(Glycophos®) and trace elements for adult 
(Addamel®) and pediatric (Peditrace®) pa-
tients under regulatory discretion. Frese-
nius Kabi has also imported Propoven, a 
European version of propofol. <JHC

“We are 
addressing this 
industrywide 

shortfall within 
our current 

manufacturing 
processes 

and with our 
investment 

in a next-
generation 

IV container, 
E3TM.”

– Rick Williamson, B. Braun 
Medical Vice President of 

Pharmaceutical Marketing
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market insights

“We’re in a time of  unprecedent-
ed upheaval,” said Fine, speaking 
at the Market Insights conference, 
sponsored by The Journal of  Healthcare 
Contracting. “But make no mistake – 
in a time of  change like the one we’re 
experiencing, the key success factor 
is leadership.”

Banner is an integrated delivery 
system spanning seven states. With 
more than $5 billion in net revenue, 
Banner recently acquired its 25th 
hospital. In addition, the IDN has a 
medical group with 1,000 physicians, 
and it’s growing rapidly. “Though 
most of  our physicians are still inde-
pendent, I see that changing over the 
rest of  the decade,” he said.

The times call for it
Why transformation? Statistics tell 
the story. Healthcare expenditures 
are rising. That’s particularly true 
for people over the age of  58. Com-
paring the United States with other 
countries, the statistics show that 
people in Germany, the United King-
dom, Sweden and Spain live longer at 
much less healthcare cost. “You have 
to wonder, ‘What are we getting for 

System Reinvention
Strong leaders are needed to transform healthcare systems into clinical quality organizations
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Repairing or redesigning a car is challenging under any circumstances. Doing 
so when that car is moving at 90 mph is, well, you get the point. But that analogy character-
izes the challenge that policymakers and others in the healthcare industry face today, said 
Peter Fine, president and CEO of  Banner Health, Phoenix, Ariz. 

Peter Fine



Market InsIghts

the billions of  dollars we’re spending?’” said Fine. The U.S. health-
care system’s challenge is to provide lower-cost services with better 
outcomes, and with a better patient experience. Doing so calls for a 
reinvention of  the system, he said.

Fine became aware of  the need for strong leadership as soon 
as he came to Banner 13 years ago, when some of  his board mem-
bers stated to him “Don’t ever forget leadership matters.” That 
eventually led to hiring someone with experience outside health-
care from Motorola’s Leadership Academy. “We began to refocus 
our future on leadership and asked, ‘How do we find, develop and 
grow talent?’ It is the critical factor for our success. You are not 
able to manage through significant upheaval and change without 
outstanding leaders.”

About five years ago, in the midst of  healthcare reform, Fine and 
Banner began the process of  reinvention. “I stood before the orga-
nization and stated that we were going to transform ourselves into 
a clinical quality company, and I began to express what that was. My 
point was, long-term success depended on differentiating ourselves by 
reducing variability and increasing care reliability, resulting in consis-
tently improved clinical outcomes.”

An about-face
Fine is convinced that variability in care is a key problem of  healthcare 
delivery in the United States. “Until we make the product [healthcare] 
more reliable, we won’t be successful in reducing cost,” he said. “Our 
future as a clinical quality organization at a national leadership level 
requires our ongoing, relentless focus on reducing care variability and 
increasing care reliability.”

That kind of  approach calls for a sharp, 
continual focus on the consumer. “We are 
convinced that healthcare in the future will 
be a consumer business,” said Fine. Recently, 
Banner hired a chief  strategy and marketing 
officer from outside healthcare to help re-
orient the system’s approach to patient care. 
“With individuals facing huge co-pays, de-
ductibles and costs, their decision process will 
be entirely different than it used to be,” he 
said. “If  we don’t reinvent our own thinking, 
we won’t be among the survivors.”

Results
In 2013, Banner was rated among 
the 15 Top Health Systems by Tru-
ven Health Analytics, an organiza-
tion that considers clinical quality 
to be a major factor in its selection 
process. The organization has also 
been recognized as a leader in elec-
tronic medical records, having had 
21 of  its hospitals listed at a level 7 
(the highest of  a 7 level pyramid) 
by HIMSS, indicating that orga-
nization’s belief  that Banner has 
learned how to use the electronic 
environment to affect outcomes. 

Everyone at Banner, including physicians, is 
expected to use the EMR.

“In a few short years, we have rapidly 
evolved from a health system defined by 
hospital care, to an integrated system,” said 
Fine. “We have moved further down the 
path and are aggressively expanding our 
clinic environment into the first site of  care 
for our patients. We used to be the down-
stream recipient of  the patient; now, we 
are building 22 clinics around our market, 
each with anywhere from five to seven doc-
tors, and potentially as many as 75 doctors 
in one regional center. And we’re moving 
closer to the patient.”
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“ Long-term success 
depends on reducing 
variability and increasing 
care reliability, resulting 
in consistently improved 
clinical outcomes.”
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Most of  those doctors are currently in-
dependent, but Fine believes that will change. 
Owning physician practices gives the IDN more 
influence over improvement of  quality of  care. 
“It goes back to the idea that variability does 
not enhance reliability,” he said. “Somehow, 
you have to make those two concepts come 
together in order to reduce the cost of  care.”

Value-based care
Banner’s strategy rests in part on the 
changes to reimbursement taking hold for 
healthcare services. 

The fee-for-service model is headed for 
collapse, said Fine. It perpetuates fragment-
ed services, a focus on the latest technology  

instead of  the most appropriate technology, and rising costs. Add to that 
the rapidly aging population and the large number of  uninsured in this 
country, and you have a highly stressed healthcare system. “It is becom-
ing increasingly unsustainable,” he said.

Enter value-based care. “Call it population management, risk-shar-
ing – pick your favorite term.” The future rests with shared-savings sys-
tems with payers, and reimbursement based on wellness management 
of  the patient, not fee-for-service. Though value-based care accounts 
for less than 10 percent of  providers’ revenues today, it will be 50 
percent of  revenue streams by the end of  the decade, Fine predicted.

Value-based purchasing won’t entirely supplant fee-for-service, nor 
should it, he continued. “Health systems such as Banner will see value-
based plans emerge alongside fee-for-service plans. Further, at Ban-
ner, as we become more efficient at operating within the value-based 
model, we will experience market share gains in the fee-for-service  
environment as well.” <JHC

McKesson is in business for better health. As a company working with health care 
stakeholders in every setting, we are charting the course toward a stronger, more 

sustainable future for the entire industry. As the oldest and largest health care services company in the nation, McKesson 
plays an integral role in health care and has a unique vision for its future. We serve more than 50% of  American hospitals, 
20% of  physicians and 100% of  health plans. We are the largest pharmaceutical distributor in North America and seamlessly 
deliver one-third of  all medications every day. Our software, distribution and business services play an essential role in ad-
dressing the challenges organizations face today – and shaping how they’ll overcome them tomorrow. We support the quest 
for improved clinical outcomes and help create better business health for hospitals and health systems. And that supports 
better patient health. www.betterbusinesshealth.mckesson.com  

Premier is one of  the nation’s largest performance improvement alliances of  ap-
proximately 2,900 U.S. community hospitals and 100,000 alternate sites using the 
power of  collaboration and technology to help lead the transformation to coor-
dinated, high-quality, cost-effective care. Owned by healthcare providers, Premier 

operates a leading purchasing network and also maintains clinical, financial and outcomes databases based on 1 in every 
4 U.S. hospital discharges. A leader in measurably improving patient care, Premier has one of  the largest performance 
improvement collaboratives in America, including one in partnership with the Centers for Medicare & Medicaid Services. 
Headquartered in Charlotte, N.C., Premier also has an office in Washington. www.premierinc.com.

Olympus develops solutions for healthcare professionals that help improve clini-
cal outcomes, reduce overall costs and enhance quality of  life for their patients. By 
enabling less invasive procedures, innovative diagnostic and therapeutic endoscopy 

and early stage lung cancer evaluation and treatments, Olympus is transforming the future of  healthcare. 
For more information, visit Olympus at www.olympusamerica.com.
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Amerinet member ConferenCe

Amerinet welcomed members and suppliers to its 2014 Member  
Conference in Las Vegas, Nev., in May to honor their outstanding achievements 
and provide strategic information to help members achieve success. 

“Amerinet’s 2014 Member Conference truly highlighted the transforma-
tions taking place in healthcare, not only from an educational perspective, 
but also how our members and suppliers are leading this revolution through 
groundbreaking best practice development and implementation,” Todd Ebert, 
Amerinet president and CEO, was quoted as saying.

Educational opportunities includ-
ed keynote sessions on the future of  
medicine, preparing for excellence in 
leadership, and transforming health-
care with technology-enabled inno-
vation. Attendees also participated in 
the “Operation Military” corporate 
social responsibility challenge, which 
featured a scavenger hunt to col-
lect items to be donated to soldiers  
serving overseas.

The trade show featured suppliers 
and booths in two exhibit hall ses-
sions. The Amerinet team and sup-
pliers also participated in the annual 
“reverse trade show,” a session offer-
ing suppliers the opportunity to meet 
with representatives of  the Amerinet 
teams on a one-on-one basis. 

‘What’s Your Amerinet?’
The centerpiece of  the conference 
was the launch of  “What’s Your 
Amerinet,” a new brand promise de-
signed around the unique nature and 
challenges faced by each member 
facility. “Every facility is different,” 
said Ebert. “Every challenge, every 
opportunity has its own distinct char-
acteristics that make a one-size-fits-
all solution impractical at best and 
ineffective at worst. Amerinet under-
stands this, which is why we take a 
different approach to delivering solu-
tions unique to each member.” The 
GPO’s offerings include:

Amerinet conference highlights 
healthcare transformations

Todd Ebert, Amerinet president and 
CEO, addresses conference attendees.
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Amerinet member ConferenCe

• Contract portfolio. 
•  Clinical specialists, whose mission is to help members optimize 

product standardization and utilization, identify savings 
opportunities and enhance clinical outcomes.

•  Executive resources, designed to help executives enhance their 
organization on a quality, operational and financial level.

•  Quality and patient safety, a subscription service said to help 
facilities deliver efficient, patient-centered solutions, tools 
and resources to promote the delivery of  consistent and safe 
evidence-based care.

•  Supply chain management, which Amerinet describes as 
analysis and opportunities for contract savings and product 
standardization, delivering an average of  4 to 7 percent savings 
for participating members.

•  Assistance with physician preference items, using a program 
designed to help members reduce high-dollar implant costs while 
enhancing physician engagement and clinical outcomes.

Emerging technologies
Amerinet’s annual “Emerging Technology Show,” held in conjunction 
with the Member Conference, offered members, affiliates, sales teams 
and managers an opportunity to meet with emerging technology and 
diversity suppliers. The solutions presented during the show included: 

•  Point-of-care diagnostic technology
•  Medication management software
• Vascular therapy devices

• Drug disposal technologies
• Allograft-derived growth factor

“This event is an important component in 
bringing our members diverse solutions that 
assist them in cost reduction and quality of  care 
initiatives,” said Dale Wright, chief  contracting 
officer and president, Amerinet Choice.

Awards
The Amerinet Healthcare Achievement 
Awards recognized efforts undertaken by 
Amerinet members in 2013 to reduce health-
care costs, improve quality and serve the 
community at large.

Supply chain/data management or sup-
ply cost efficiencies

• Dana Farber Cancer Institute, Boston, Mass.
• Shriners Hospitals for Children, Tampa, Fla.
• Virginia Mason Medical Center, Seattle, Wash.

Financial and operational improvement
•  Cambridge Health Alliance/Institute for 

Community Health, Cambridge, Mass.
•  Intermountain Healthcare, Salt Lake 

City, Utah.
• The Polyclinic, Seattle, Wash.

Quality/patient care delivery  
and/or patient satisfaction 

• Fairfield Medical Center, Lancaster, Ohio.
• Norseland Nursing Home, Westby, Wisc.
•  Verde Valley Medical Center,  

Cottonwood, Ariz.

Community impact and/or innovation 
•  Appalachian Agency for Senior 

Citizens, Cedar Bluff, Va.
•  Montford Jones Memorial Hospital, 

Kosciusko, Miss.
•  Yavapai Regional Medical Center, 

Prescott, Ariz. <JHC
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Premier inc.’s breakthroughs conference and exhibition
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Keep in mind the personal nature of healthcare, Premier 
President and CEO Susan DeVore asked more than 4,000 attendees 
at Premier Inc.’s Breakthroughs Conference and Exhibition in San 
Antonio this summer.

DeVore told attendees that she has a sign outside her office with 
four words: “Care is a verb.” “That says a lot about the future of  
healthcare,” she said. “No more saying, ‘That’s not our business, be-
cause when it comes to the future of  care, it is our business, and it is 
personal. It’s personal to us as providers of  care, because we have a 
stake in building the best possible healthcare industry; and it’s personal 
to our patients, because their health and lives depend on it.

Premier COO Mike Alkire spoke about the power of  connected 
data to guide healthcare providers’ actions and improve care. “At Pre-
mier, we have three stars that light the way forward – total cost man-
agement, quality and safety, and population health,” he said. Integrated 
data allows Premier and its members 
to ask the best questions about the 
care they’re providing, and then fig-
ure out the best possible solutions. It 
also helps providers eliminate unjus-
tified variation and improve quality 
of  care, and helps hospitals focus all 
their energies on patient care.

Keynote speakers at the conference included David Axelrod, 
who served as senior advisor to President Barack Obama and who 
is director of  the Institute of  Politics at the University of  Chicago; 
Nicholas Christakis, MD, Ph.D., professor at Harvard University and 
Harvard Medical School, and co-author of  Connected: The Surpris-
ing Power of  Our Social Networks; Dr. J.P. Pawliw-Fry, leadership and 
performance expert; John Kao, chairman of  the Institute for Large 
Scale Innovation and CEO and founder of  Edgemakers, Inc.; Jon 
Huntsman, former governor of  Utah and former U.S. ambassador 
to Singapore and later, to China; and Nancy Snyderman, MD, chief  
medical editor for NBC News.

Educational sessions were presented in several tracks, including: con-
tinuum of  care, evolving pharmacy solutions, ambulatory surgery, food-
service, data, hospital-acquired conditions, improving clinical outcomes, 

Premier CEO:  
Healthcare is personal

DeVore told attendees that she has a sign outside her 
office with four words: “Care is a verb.” “That says a lot 
about the future of healthcare,” she said. “No more 
saying, ‘That’s not our business, because when it comes 
to the future of care, it is our business, and it is personal.”

Susan DeVore

Mike Alkire
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population health, management strategies, outcomes research, physician 
engagement, patient experience, reducing readmissions, risk management, 
safety and environment, supply chain, and value analysis.

Innovation Celebration
Sixteen medical innovations were showcased during Premier’s sixth 
annual Innovation Celebration, designed to recognize industry suppli-
ers committed to innovation and their advances to improve patient 
outcomes and efficiencies. Innovations were selected by a committee 
of  healthcare clinicians and other Premier hospital members. 2014 In-
novation Celebration participants were:

•  Allergan Inc.: SERI® Surgical Scaffold.
•  Boston Scientific: S-ICD™ System.
• Careborne: Hope Crutch.
•  Daya Medicals, Inc.: The MedPod.
•  Endochoice: Fuse™ Endoscopy System.
•  GE Healthcare: Critikon RADIAL-CUF.
•  GE Healthcare: Silent Scan.
•  Hologic: Affirm™ 3D-guided breast biopsy.

•  Hologic: C-View™ software option.
•  Kentec Medical, Inc./Ameritus 

Medical Products: Hummi Micro-
Draw Blood Transfer Device.

•  Medtronic: Reveal™ LINQ Insertable 
Cardiac Monitoring System.

•  Olympus America:  
ENDOEYE FLEX 3D.

• Sizewise: Pediatric Pulse.
•  SuperSonic Imagine: Aixplorer®.
•  Teleflex: ISO-Gard® Mask with 

ClearAir™ Technology.
•  Universal Hospital Services, Inc.: 

OnCare™ VitalGo Total Lift Bed™.

Any supplier, regardless of  whether 
the company is contracted with Premier, 
can be considered for participation in the  
Innovation Celebration. <JHC
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Premier award-winners
Supply Chain Excellence Award:
• Baptist Health South Florida
• Bon Secours Community Hospital
• Carilion Franklin Memorial Hospital
• Carilion Giles Community Hospital
• Carilion Tazewell Community Hospital
• Catholic Health Partners
• Central Maine Healthcare
• Corona Regional Medical Center
• DMC Sinai-Grace Hospital
• Edinburg Regional Medical Center
• Hampshire Memorial Hospital
• Henry Ford Health System
• Henry Ford Macomb Hospitals
• Maryvale Hospital
• McLaren Flint
• McLaren Health Care
• Mercy St. Charles Hospital
• Methodist Hospitals, Gary and Merrillville
• MetroWest Medical Center
• Page Hospital
• Richmond University Medical Center
• Riverside Health System
• Saint Francis Hospital and Medical Center
• Samaritan Medical Center
• St. Clare Hospital
• St. Francis Medical Center
• Takoma Regional Hospital
• Tanner Health System
• Texas Health Harris Methodist Hospital Azle
• War Memorial Hospital

Supply Chain Excellence Award -  
most improved category
• Aurora Sinai Medical Center
• Mercy Tiffin Hospital
• Ogallala Community Hospital
• Tanner Medical Center
• West Jefferson Medical Center

Supply Chain Innovation Award
• Adventist Health System
• Aurora Health Care
• Banner Health
• Geisinger Health System

Supply Chain Innovation Award honorable mentions
• Banner Health
• Commonwealth Health Corporation
• North Oaks Health System
• Saint Francis Hospital and Medical Center
• Summa Health System
• West Virginia United Health System

Supplier awards
For the second year, Premier’s Supplier Legacy Award was granted to 13 
long-standing contracted suppliers that support Premier members through 
exceptional local customer service and engagement, value creation through 
clinical excellence and commitment to lower costs. And, for the first time, 
Premier recognized contracted suppliers with less tenure with the Supplier 
Horizon Award for displaying the same qualities as Legacy Award recipients.

Supplier Horizon Award
• Facilities: Forbo Flooring Systems
• Foodservice: Barilla America, Inc.
• Materials Management: Midmark Corporation
• Nursing: AngioDynamics
• Pediatrics: DeRoyal Industries, Inc.
• Pharmacy: Halozyme Therapeutics
• Purchased Services: Cintas Corporation
• Surgical Services: LifeNet Health

Supplier Legacy Award
• Cardiovascular: Medtronic, Inc.
• Facilities: Herman Miller Healthcare
• Foodservice: Diamond Crystal Sales, LLC
• Imaging/Radiology Oncology: Konica Minolta Medical Imaging USA, Inc.
• Information Technology: Agfa HealthCare
• Laboratory: Siemens Healthcare Diagnostics
• Materials Management: Stryker
• Materials Management/Distribution: Owens & Minor, Inc.
• Nursing: Kimberly-Clark Health Care
• Pediatrics: ARJOHUNTLEIGH
• Pharmacy: FFF Enterprises, Inc., Heritage Pharmaceuticals Inc.
• Surgical Services: Kimberly-Clark Health Care

Supplier Diversity Award 
Zones Inc.

Supplier Diversity Award honorable mention
LSL Industries, Inc.
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More than 550 suppliers and 1,500 providers gathered in Las Vegas, 
Nev., this spring for the MedAssets Healthcare Business Summit. “The primary 
goal of  hosting this one-of-a-kind event is the sharing of  best practices and in-
novation among the key stakeholders in healthcare,” said MedAssets Chairman, 
President and CEO John Bardis. This year’s Healthcare Business Summit of-
fered more than 90 education sessions across 16 tracks, as well as an exhibit fair.

“The economic model of  our healthcare system is broken, and our nation has 
made critical choices to fix it. No news there,” he told attendees. “What is less cov-
ered, but no less newsworthy, are the pragmatic choices now underway by clinical, 
operational and administrative industry professionals across the country.

“To become a high functioning 
organization, we have to provide 
exceptional care efficiently and 
cost-effectively in order to sustain 
our mission,” said Wright Lassiter, 
chief  executive officer, Alameda 
Health System. “More importantly, 
we must have pragmatic strategies  
in place to ensure patient safety and  
extraordinary service.”

MedAssets identified $19.6 mil-
lion in potential annual savings for 
AHS in five areas: supply expense; 
process improvement and labor 
utilization; purchased services and 
pharmacy; physician preference 
items; and capital and construction. 

MedAssets Healthcare  
Business Summit

“It is people such as those attend-
ing this event – often unheralded in-
dividuals – who now carry the great 
responsibility to adopt conceptual 
models and imposed regulations and 
translate them into a workable real-
ity for the betterment of  our country, 
your community and fellow citizens.

“It is our strong belief  – in fact, 
MedAssets was founded on the belief  
– that there is great, workable oppor-
tunity to create more consumer-driven, 
value-based healthcare economics. It is 
our belief  there is a better future when-
ever fair, practical market principles 
are used to better society – because, 
fundamentally, these principles rely on  
informed choices of  free people.” 

President’s Award
Alameda Health System (AHS) received 
the 2013 MedAssets President’s Award in 
recognition of its “bold, comprehensive 
performance improvement and change 
management initiative put in place to 
enhance operational efficiency.”

MedAssets Chairman, 
President and CEO John Bardis
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By implementing what the AHS team calls 
“BETTER” (Building Excellence Through 
Transformation Expense and Reduction), the 
IDN created a model that supports future 
initiatives, provides accountability for cost re-
ductions and operational gains, and keeps the 
organization focused on the overall value it 
must deliver.

AHS was ahead of  schedule with a 2 
percent reduction in operating expenses 
and $10 million in validated savings. In 18 
months, AHS’s operating expenses fell 5 
percent, for total savings of  $19 million. 
AHS also is using MedAssets revenue cycle 
services to improve collections, manage the 
business office in one of  its hospitals and 
rebill rejected claims. In the first 18 months, 
MedAssets has captured an additional $11 
million in revenue for AHS. 

Other award winners recognized at the Health-
care Business Summit were:

•  2013 Norman Borlaug Humanitar-
ian Award: Gladys and Edgar Guitz of  
Potter’s House were honored for their 
humanitarian efforts to guide children 
and families who live in Latin America’s 
largest garbage dump out of  poverty 
and toward a better life.

•  2013 George Herbert Walker Bush Pacesetter Award: Sgt. 
1st Class Leroy Petry, 2nd Battalion, 75th Army Ranger Regi-
ment of  the United States Army and Medal of  Honor recipient 
was recognized for his heroic efforts during Operation Enduring 
Freedom in 2008. Petry lost his right hand in a grenade explo-
sion while saving the lives of  two fellow Rangers.

•  2013 Diverse Supplier Award: Kerma Medical Products was 
recognized for its support in building strong and diverse com-
munities to help improve the quality of  healthcare.

•  2013 President’s Award for a Supplier: Michael Stoia, national 
account manager, GE Healthcare, was recognized for his work in 
demonstrating superior contract value and exemplary sales and 
market share growth to MedAssets clients. <JHC
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Eleven member facilities received 
Excellence Awards for Clinical Care:

 Acute care hospital,  
bed size less than 250
•  Fort Loudoun Medical Center 

in Lenoir City, Tenn.
•  MCHS in Eau Claire in Eau 

Claire, Wisc.
•  Memorial Hospital and Health 

Center in Jasper, Ind.
•  Penn Highlands DuBois in  

DuBois, Pa.

 Acute care hospital,  
bed size greater than 250
•  Boca Raton Regional Hospital 

in Boca Raton, Fla.
•  Boone Hospital Center in 

Columbia, Mo.
•  Decatur Memorial Hospital in 

Decatur, Ill.
•  Northeast Georgia Health 

System in Gainesville, Ga.
•  Providence St. Vincent Medical 

Center in Portland, Ore.
•  Stormont-Vail HealthCare in 

Topeka, Kan.
•  Sanford Health Medical Center 

Fargo in Fargo, N.D. <JHC

VHA recognizes excellence in supply 
chain, clinical care and sustainability
Providence Health and Services, Sanford Health and Yale New 
Haven Health System received the President’s Award of  Honor during VHA’s 
Navigating to Excellence Forum this spring in Las Vegas.

“Each year VHA hosts a national meeting for our members, where peers can dis-
cuss common challenges, share learnings and talk with industry experts who are leading 
change in their organization,” Colleen Risk, VHA executive vice president, member net-
works and human resources, was quoted as saying. “As part of our meeting, we present 
our Excellence awards, recognizing member healthcare systems that have raised the bar 
through their performance in supply chain management, clinical care and sustainability.”

Providence Health and Services qualified for the award by winning four 
Excellence awards in supply chain management. Sanford Health was recog-
nized for receiving Excellence awards in supply chain management and clinical 

care. Yale New Haven Health System received the award by earning Excellence 
awards in supply chain management and sustainability.

VHA’s Navigating to Excellence Forum offered more than 35 educational ses-
sions and was attended by approximately 530 members, earning a collective 1,246 
continuing education credits. With staff, suppliers, guests and other invitees, a  
total of  more than 1,200 people attended. Keynote speakers were Peyton Man-
ning, Denver Broncos quarterback; and Shawn Achor, CEO of  GoodThink Inc. 
and author of  The Happiness Advantage (2010) and Before Happiness (2013).

Six member hospitals received VHA’s Excellence Award for Sustainability:
• NorthShore University Health System in Evanston, Ill.
• Spectrum Health in Grand Rapids, Mich.
• West Kendall Baptist Hospital in Miami, Fla.
• Yale-New Haven Hospital in New Haven, Conn.
• Spectrum Health in Grand Rapids, Mich.
• ThedaCare in Appleton, Wisc.



HSCA

Since the Affordable Care Act largely post-
poned antitrust questions, the importance of  
the existing standards cannot be exaggerated. 
Government representatives solicited guid-
ance from the various panelists about the cur-
rent regulatory approach. Panelists were asked: 

•  Was there a consensus that the “price-
cost” safe harbor should be abandoned? 
(Answer: No.)

•  Should federal agencies worry about 
conditional pricing facilitating collu-
sion, given that these practices are more 
commonly thought to have exclusionary 
effects? (Answer: Sometimes.)

•  Should federal agencies credit cost-sav-
ing efficiencies in their analysis, and if  so, 
in what way? (Answer: In many cases.) 

While the group did not reach a clear con-
sensus, the program did provide clues as to 
how law enforcers might view conditional 
pricing practices in the future.

Discounts and the courts
Two common forms of  “conditional pricing 
practices” are loyalty and bundled discounts. 
Sellers offering loyalty discounts typically ex-
tend a discount to buyers who purchase all or 

What Would Teddy Roosevelt Do?
The government reviews competition

By Curtis Rooney

Well-known trustbuster, Columbia law school dropout, and 26th President of the 
United States Teddy Roosevelt would have looked on with great interest recently, as the Fed-
eral Trade Commission (FTC) and Department of  Justice (DOJ) Antitrust Division convened 
a workshop on “conditional pricing practices.” Not since Flo from the Progressive Insurance 
commercials have bundled discounts been discussed with such enthusiasm.

FTC and DOJ brought together leading economists, law professors and medical practitioners 
to discuss the rationale for, and potential effects of, such marketing practices, as well as the current 
and appropriate legal standards for judging conditional pricing practices under antitrust law. 
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nearly all of  their needs from that seller. Plaintiffs in cases that chal-
lenge loyalty discounts often allege that the discount is so aggressive 
that competitors cannot compete, and that the lack of  competition 
leads to higher prices. 

Sellers offering multiple products sometimes offer a discount to 
buyers who purchase two different products in what are often called 
“bundled products.” Plaintiffs challenging bundled discounts typically 
allege that competitive sellers of  the product cannot compete effec-
tively. They contend that these discounts create a lack of  competition 
that leads to higher prices for the competitive product.

Most panelists recognized that loyalty and bundled discounts are 
consistent with sellers’ efforts to reduce costs and improve their prod-
ucts. Lower costs and better products are regarded generally as good for 
consumers. For example, bundled discounts can lead to lower shipping 
and restocking costs. Likewise, manufacturers’ loyalty discounts can  

encourage distributors to invest in promoting a product and providing 
a higher level of  service to consumers. Some panelists emphasized that 
these sorts of  pro-competitive justifications are evident because the 
same discounting methods are commonly used by non-dominant firms 
when there is no risk of  an exclusionary effect.

Why the questions?
One of  the reasons the DOJ and FTC are looking for greater clarity on 
conditional pricing is that the courts have applied different tests when 
considering potential anticompetitive effects. For example, in the South-
east Missouri Hospital v. C.R. Bard, Inc. case, the majority court in the 8th 
U.S. Circuit of  Appeals granted summary judgment (i.e., dismissed the 
case before it went to trial) in favor of  the defendant (Bard). The Court 
of  Appeals affirmed the lower court’s finding that, because buyers of  

hospital products were not required to buy 100 
percent of  their needs from their group pur-
chasing organization contract to obtain dis-
counts and could choose to buy from a variety 
of  competitors at any time, there was no legal 
reason the case should be allowed to proceed. 

In March 2014, the U.S. District Court for 
the District of  New Jersey, in Eisai Inc. v. Sanofi-
Aventis U.S., rejected an antitrust plaintiff ’s chal-
lenge to “loyalty-discount” contracts. The court 
said that such contracts are not anticompetitive, 
as a matter of  law, as long as the prices offered 
are above-cost. The Eisai decision used a “price-
cost test” for antitrust claims involving price 
discounts conditioned on a customer’s agree-

ment to purchase a certain volume 
or market-share of  a single product 
from a supplier off  a GPO-negoti-
ated contract. The plaintiff  had ar-
gued that the discounts offered by 
the defendant were so attractive to 
customers that they as competitors 
could not survive and competition 
was, therefore, harmed. The court 
said that unless the plaintiff  could 
show that such discounts resulted 
in prices that are below the defen-
dant’s cost, there was no right to 

recovery under the antitrust laws. 

Competition should be protected
Determining the proper standard for balanc-
ing competitive interests in these cases has 
challenged courts and regulatory agencies for 
some time. The FTC and DOJ are asking for 
additional comments on these matters to be 
submitted to them by August 22. While we 
can’t know for sure what the Rough Rider 
himself  would say about conditional pricing 
today, it is safe to assume that he would agree 
that the basic tenets of  antitrust law should 
protect competition, not competitors. <JHC

Curtis Rooney is president of  the Healthcare Supply Chain Association, www.supplychainassociation.org.

While we can’t know for sure what the 
Rough Rider himself would say about 
conditional pricing today, it is safe to 
assume that he would agree that the 
basic tenets of antitrust law should 
protect competition, not competitors.
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diversity in the workplace

By William Foltz, analyst for the Major Accounts Exchange (MAX)

Max insights

Come together
hospitals and iDns are seeing more benefits in affiliations and collaborations

As health systems face rising 
pressure to improve patient out-
comes, reduce costs, and provide 
more cost-effective care, most hospi-
tal and IDN leaders have recognized 
the potential advantages of  team-
ing with other organizations. The 
dramatic increase in hospital merg-
ers and acquisitions in recent years 
reflects how many hospitals have 
sought to adapt to healthcare reform. 
However, the growth of  affiliations 
and other less restrictive partnerships 
has been equally strong and suggests 
that collaborations represent a valu-
able way to meet today’s healthcare 
delivery challenges.

Reasons to affiliate
While finances are obviously a con-
cern for many hospitals, they are not 
the primary driver of  most affilia-
tions, according to Yulan Egan, a re-
search and insights consultant at The 
Advisory Board Company. “A lot of  
the looser affiliation models that we 
see springing up now are actually oc-
curring between financially healthy 
organizations that have very differ-
ent reasons for partnering with one 
another,” Egan says. 

The exact nature of  affiliation 
agreements depends on an individ-
ual organization’s specific needs and 
strengths, but Egan says most part-
nerships involve one or more of  the 
following four goals: to participate in 

population health initiatives or to build the necessary infrastructure to do so; 
expand clinical services, often in certain specialties; take advantage of  econo-
mies of  scale in administrative or purchasing functions; and form an integrated 
network of  providers in order to market a benefits plan to employers or payers.

The transition to value-based payments and population health management 
is an integral part of  healthcare reform and arguably one of  healthcare organi-
zations’ most daunting challenges, given the cultural change and infrastructure 
required for success. It is also a major reason why health systems have begun 
cooperating with each other. “We see a lot of  organizations coming together to 
share the investment that they need to make in IT and staffing that are necessary 

under healthcare reform,” accord-
ing to Egan. “Many actually partner 
around an ACO, sharing manage-
ment of  a single patient population.” 
One recent example is River Health 
ACO, a collaboration between Penn-
sylvania health systems Pinnacle-
Health, Susquehanna Health, Laurel 
Health, and several local providers. It 
was approved as a Medicare Shared 
Savings ACO in January 2014 and 
covers 41,000 patients in 14 central 
Pennsylvania counties.

Other affiliations offer hospitals 
an efficient alternative to investing 
in new service lines and programs. 
Clinical partnerships expand patient 
access to specialties like cancer and 
cardiac care, often through visits or 
remote consultations from specialists 
at neighboring organizations. The re-
lationships typically involve a smaller 
hospital partnering with a larger 
one, such as in the June 2014 affili-
ation between 64-bed York Hospital 
in Maine and 830-bed Massachu-
setts General Hospital. Two health  

"Critical access 
hospitals or 

community hospitals 
located in rural 

areas have seen the 
most success, often 
because they have 
more of a burning 

platform to address 
cost efficiency." 

– Yulan Egan, a research and 
insights consultant at the 
advisory Board Company
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systems may also decide to coordinate spe-
cific services even if  both have strong pro-
grams. Saint Joseph’s Hospital and Regions 
Hospital, two Minnesota medical centers na-
tionally recognized for cardiac care, formed a 
cardiothoracic surgery affiliation in June 2013 
not only to provide greater access to sub-
specialty care, but to reduce duplication of  
services in their markets, which helps lower 
overall health spending.

While partnering with other organiza-
tions can benefit a hospital’s clinical opera-
tions, it also presents opportunities to re-
duce costs. Improving group purchasing and 
administrative functions such as physician 
recruitment efforts and revenue cycle pro-
cesses have been key goals of  many recent 
hospital partnerships. Examples include the 
affiliations between Catholic Health System 
and Orleans Community Health, Scotland 
County Memorial Hospital and Blessing 
Health System, and PinnacleHealth and J C 
Blair Memorial Hospital. 

Such agreements are very common 
among rural hospitals, according to Yulan 
Egan. “Critical access hospitals or commu-
nity hospitals located in rural areas have seen 
the most success, often because they have 
more of  a burning platform to address cost 
efficiency.” These hospitals have a longer his-
tory of  cooperating with each other out of  
necessity and over time, many have created 
formal collaborative ventures. One example 
is the Western Healthcare Alliance, which was 
established in 1989 to address the needs of  
rural hospitals in Colorado and explore ways 
for organizations to combine their resources.

an ambitious affiliation
Possibly the most comprehensive and ambi-
tious type of  affiliation has been the develop-
ment of  the “narrow network,” in which two 
or more organizations attempt to combine 

their delivery systems into a highly efficient, integrated network while 
still technically remaining independent. The resulting network can 
then be sold directly to employers at a lower rate than they could find 
through a commercial insurer. One such venture is Healthcare Solu-
tions Network, a collaboration between Cincinnati-based TriHealth 
and Saint Elizabeth Healthcare, which operates hospitals and clinics 
in Northern Kentucky. The network is not currently operational, but 
intends to start implementing population health initiatives with current 
employees and may offer a Medicare Advantage plan later in 2014. 
Another is Together Health Network, which formed after Ascension 
Health and CHE Trinity Health decided to integrate their Michigan-
based holdings in May 2014. Together Health is expected to market its 
network to employers and insurers before the end of  the year. 

Though the concept of  narrow, clinically integrated networks 
resembles the structure of  ACOs, most are still very new ventures 
and not all have fully adopted the value-based payment component 
found in ACOs, according to Egan. “We see both payment systems; 
over the short term, the networks operate on a fee-for-service basis, 
positioning themselves as a lower-priced option relative to a lot of  
the broader networks assembled by commercial payers.” Over time, 
she adds, many will start to market their network as a pay-for-value 
insurance product.

shifting landscape
The types and scope of  hospital affiliations will likely keep shifting as 
the pressures of  healthcare reform increase over time. National part-
nership initiatives, such as the Mayo Clinic Care Network and Cleve-
land Care Network, operated by Cleveland Clinic, are a newer form of  
collaboration that has witnessed considerable growth in recent years. 
The networks, through which hospitals and health systems pay a fee 
for access to established clinical protocols and consultations with ex-
perts, have drawn members from both small hospitals and larger inte-
grated systems. The networks help their members improve care while 
avoiding some of  the conflicts of  local affiliations, according to Egan. 
“When you come together around a specific clinical area on a local or 
regional level, organizations often find that it’s hard to overcome the 
competitive pressures because both parties ultimately want to keep as 
many patients within their own organizations as possible.” 

Like so many aspects of  healthcare delivery in an uncertain cli-
mate, the ultimate effectiveness of  these new affiliations has yet to 
be seen. Not every partnership yields the expected benefits. Few can 
argue, though, that they aren’t a positive step to a better, more efficient 
healthcare system. <JHC
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observation deck

The U.S. healthcare system has often been described as a “sick care system,”  
because it emphasizes treatment rather than prevention, point out the authors of  an article in 
“The Health of  Americans” series in this summer’s The Lancet. The low proportion of  state and 
federal government health spending that is devoted to public health activities – only 2.7 percent 
in 2012 – speaks to how low a priority public health is, they say in the article, “The Patient Pro-
tection and Affordable Care Act: Opportunities for prevention and public health.”

Do you think this might explain why we spend so much on healthcare in this country, but fail 
to gain the good health that many other countries do – at lower cost?

Moving beyond ‘sick care’
authors argue for a coming-together of healthcare and public health

Traditionally, hospitals and public health agencies op-
erate like two ships passing in the night. “The healthcare 
system mostly provides individual care,” write the authors. 
“The public health system focuses on the detection of, and 
response to, disease threats through epidemiology, disease 
surveillance, community-wide preventive interventions, and 
clinical services that are necessary for 
population health.” 

This division of  labor costs lives and 
money. Effective clinical preventive ser-
vices can reduce premature disease and 
deaths, but tens of  millions of  people 
in the United States are not using these 
services, the authors write. For example, 
fewer than half  of  patients with diag-
nosed ischemic vascular disease were prescribed aspirin or other 
antiplatelet agents, according to a 2012 analysis. “Increased up-
take of  these services could save thousands of  lives every year.”

Changing our traditional, deeply rooted model of  healthcare 
delivery – in which inpatient care is inpatient care, and public 
health is public health – will be difficult. First, people have to 
buy in to the idea that the two sectors should, in fact, work with 
each other. Second, we have to figure out who is responsible 
for what, and how each should be compensated for its services. 

Through the Affordable Care Act, the Obama administra-
tion is trying to push the process along, point out the Lan-
cet authors. For example, the law mandates that new private 
insurance plans and states with expanded Medicaid programs 

provide, without cost-sharing, a set of  clinical preventive ser-
vices that have been recommended by the U.S. Preventive Ser-
vices Task Force and the Advisory Committee on Immuni-
zation Practices. The law establishes a Prevention and Public 
Health Fund to “provide for expanded and sustained national 
investment in prevention and public health programs to im-

prove health and help restrain the rate 
of  growth in private and public health 
sector health care costs.” 

Accountable care organizations 
and patient-centered medical homes 
prompt healthcare providers to broad-
en their focus from individual patients 
to entire panels of  patients or to the 
whole population, the authors write. 

The Affordable Care Act also encourages healthcare and 
public health entities to pursue better ways of  organizing 
care, use data to understand the health of  patients and com-
munities, and link clinical care to non-traditional resources. 
“Ultimately, this new collaboration could bring more focus 
to the prevention of  disease,” they say.

Journal of  Healthcare Contracting readers may already be 
feeling the effects of  these changes, particularly those of  
you whose IDNs have acquired physician practices or 
formed an accountable care organization with an insurer 
or physician group. Given continuing concerns about the 
high cost of  healthcare, it’s likely we’ll see more calls for a 
melding of  healthcare and public health. <JHC

changing our traditional, 
deeply rooted model of 
healthcare delivery – in 
which inpatient care is 

inpatient care, and public 
health is public health – 

will be difficult.





- Bear Grylls
   Man vs. Wild
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