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John Pritchard

The recent Federation of American Hospitals Public Policy Conference and Busi-
ness Exposition, in Washington DC, was a great meeting and had record attendance. Kerry Price 
from the Federation has put an indelible stamp on the meeting and organization. If  you didn’t 
attend this year, you really should consider it next year – it is a must-attend meeting!

I wanted to share a few takeaways from the conference. By no means a comprehensive list of  
items, but certainly some interesting discussions. I did my best to capture these thoughts accu-
rately, but I don’t think they are verbatim, so I am paraphrasing at times.

Insights from the Industry
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their clinicians back to taking care of patients. As the challenge of optimizing patient care while 
managing effi ciencies and costs grows, our ADVANTICS™ Innovative Healthcare Solutions provides 
a new and collaborative way to meet your needs. Because as healthcare provider needs change, 
it’s our mission to fi nd new and better ways to support them.

©2015 Boston Scientifi c Corporation or its affi liates. All rights reserved.
ENDO-362501-AA January 2016

If reducing inventory management time 
by 67% sounds appealing, 

so will a collaboration with us.

To learn more,
Email: SupplyChainOptimization@bsci.com
Visit: www.bostonscientifi c.com/gastroservices/jhcc

Cost cutting is not going away (Newt Gingrich)
Newt Gingrich, former Speaker of  the House, made the 
point that cost cutting is not a fad, but a worldwide phe-
nomenon. He made it clear that he believes faster, better, 
and cheaper are attributes that are here to stay.

Suppliers, can you align your goals with your 
customers, as opposed to shareholders? 
Business success will follow the success of your 
customer. (Pete Allen of Novation)
Sage advice from Pete Allen, who has been on both the sup-
plier and GPO side of  the desk. If  publicly owned suppliers 
would focus on patients and their needs, the company would 
prosper. The converse to that is that the company focused 
on shareholder return, and that focus of  putting energy into 
products, is not necessarily needed by the market.

Fifty six percent of patients look for cost  
of healthcare before getting care.  
(Matt Stevens of the Advisory Board)
Consumerism in healthcare was a huge re-occurring theme of  
the conference. But the statistics Matt provided floored me. I 
knew more people were shopping for their healthcare – espe-
cially Millennials – but I had no idea it was as high as 56 percent!

Give me convenience or give me death!  
(Julius Heil of Intalere)
Another patient demand for a better consumer expe-
rience. A better experience is coming to permeate all 
facets of  healthcare as the marketplace continues to 
transform. Look for increasingly convenient, virtual, 
friendlier, closer care sights with expanded hours for 
Americans everywhere.

The problem isn’t where the best care is,  
but how we pay for care for all Americans.  
(Senator Marco Rubio, R-FL)
This is a great way to frame the need to restate that we 
don’t have a healthcare problem, rather a healthcare fi-
nancing problem. Senator Rubio did a great job imploring 
the audience to keep providing great care for patients, and 
that Washington would find a way to make a sustainable 
finance model for those that need help.

I’d be interested in hearing what you think of  these. Drop me a 
note at jpritchard@ShareMovingMedia.com.
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In January 2015, two North Carolina-based alliances – the Coastal  
Carolinas Health Alliance and the Southern Atlantic Healthcare Alliance – 
formed a joint venture to combine their purchasing power. As director of  opera-
tions for Coastal Carolinas Health Alliance, Barb Biehner, FACHE, works with 
the operations team of  Illucient Purchasing Alliance, LLC to find new contract 
opportunities for their collective members. 

Illucient Purchasing Alliance

“As a joint venture, Illucient allows 
our two organizations to work closely 
to achieve stronger savings opportuni-
ties and cost reduction while remain-
ing independent,” says Biehner. “Both 
CCHA and SAHA have separate 
boards of  directors, and continue to 
provide additional value-added pro-
grams for our respective members.”

The board of  managers for Illuc-
ient is made up of  hospital members 
from both CCHA and SAHA as well 
as the CEOs from each alliance, she 
adds. The chair position rotates be-
tween the two CEOs.

Volume
Illucient represents 24 hospital sys-
tems with 44 total hospitals and 9,300 
licensed beds. To date, Illucient has 
close to 150 contracts in 14 categories, 
such as finance, information technol-
ogy, pharmacy, and materials manage-
ment. The alliance saved its members 
$6.5 million in FY 2016, says Biehner.

“We really focus on what the 
GPOs don’t offer on a regional basis, 
or on smaller companies that might 
have unique products and services,” 
she says. “Since Illucient does not 
charge the vendors an administrative 
fee like the GPOs do, 100 percent of  
the negotiated savings goes right to 
our members.”Barb Biehner

April 2017 | The Journal of Healthcare Contracting6
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“Another lesson we continue to work through is marketing contract 
opportunities to our members. We learned that part of bringing savings and 

values to our members meant regular updates to them about what’s available 
in the Illucient portfolio. It’s crucial to update key groups or individuals at each 

hospital about those opportunities. We’ve even invited representatives from our 
business partners to attend team meetings for a presentation of their services.” 

– Barb Biehner, director of operations for Coastal Carolinas Health Alliance

Examples of  Illucient contracts include:
•  Temperature systems for pharmacy, and smaller-niche pharmaceuticals.
•  Utility Management Services, a local/regional service provider 

that performs audits on members’ utility accounts to look for 
better rates as well as billing errors.

• Confidential destruction of  documents (with A Shred Ahead).
• Reference lab services (with LabCorp).

“We’re able to identify new contract opportunities based upon our 
members’ needs,” says Biehner. “Although they all participate in large 
national GPOs, such as Premier, there are still many services and prod-
ucts that are not on national contracts.”

In addition, Illucient has a relationship with Intalere.

Lessons learned
To make an alliance such as Illucient work, communication is key, says 
Biehner. “Since CCHA and SAHA remain independent and separate 

entities through this joint venture, we quickly 
discovered that we needed a strong current 
of  communication between the two teams. 
This has helped us avoid unnecessary dupli-
cation of  work, keep up to date on new and 
ongoing negotiations, and identify key needs 
for our members. 

“Another lesson we continue to work 
through is marketing contract opportunities to 
our members,” she says. “We learned that part 
of  bringing savings and values to our mem-
bers meant regular updates to them about 
what’s available in the Illucient portfolio. It’s 
crucial to update key groups or individuals at 
each hospital about those opportunities. We’ve 
even invited representatives from our business 
partners to attend team meetings for a presen-
tation of  their services.”

Though the future of  healthcare delivery in 
the U.S. is anything but clear, Biehner believes 
Illucient will continue play an integral role for 
its members for years to come. 

“Our member hospitals are quite diverse 
in terms of  size, location (urban/rural) and 
the communities they serve,” she says. “That’s 
given Illucient a unique niche, because many 
of  the smaller members may not have been 
able to secure the kinds of  savings Illucient 
has without the additional purchasing pow-
er. The combined size is a key asset for our 
members. We also hope to expand that mem-
bership over the next five years by showcas-
ing our current successes to new hospitals 
throughout the region.” JHC

Coastal Carolinas Health Alliance, Wilmington, N.C.
Established in 1991 as a way to build stronger peer relation-
ships among hospitals along the coast of North Carolina, 
Coastal Carolinas Health Alliance now serves a population of 
approximately 1 million people in North and South Carolina.

Southern Atlantic Healthcare Alliance, Cary, N.C.
The Southern Atlantic Healthcare Alliance was established in 
2004 to nurture collaborative relationships among member 
hospitals in order to improve the quality of healthcare. The al-
liance provides networking and information dissemination, 
as well as educational opportunities and volume aggregation. 

Illucient founders
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By David Thill

The United States produces an estimated 2 million tons of healthcare 
waste a year. But opportunities exist to decrease that waste while helping health-
care providers abroad. One of  these opportunities lies with a humanitarian aid 
organization called MedShare.

MedShare’s beginnings
A.B. Short and Bob Freeman founded MedShare in 1998 in an effort to help 
solve “two distinct but interlinked problems,” says Jason Chernock, MedShare’s 
director of  programs and procurement. The first problem was that hospitals 
were disposing of  large amounts of  unused products. The second problem was 

that many countries around the world 
were in need of  those items.

Short was familiar with the food 
bank “warehouse” model of  opera-
tion, in which aid organizations col-
lect surplus food and distribute it 
to front-line agencies who in turn 
serve it to community members in 
need. He decided to use this model 
for MedShare.

Using ocean containers – which are 
globally standardized and therefore al-
low for shipment of  a variety of  prod-
ucts to many countries – MedShare 
sent four shipments of  supplies in its 
first year, says Chernock. In the 2016 
fiscal year, the organization sent 156 
shipments valued at over $21 million 
to 31 different countries, according 
to MedShare’s 2016 Annual Report. 
The report also notes that through the 
company’s work, almost 2.5 million 
pounds of  supplies and equipment 
was diverted from U.S. landfills.

Chernock notes that MedShare 
has built an extensive volunteer base. 
With a staff  of  just over 40 across its 
three U.S. regions (Northeast, South-
east, and Western), the organization 
relies on the services of  20,000 vol-
unteers in its product evaluation and 
inventory process.

Donation and collection
Because hospitals and health systems 
all have unique ways of  operating, a 
product’s path from hospital inven-
tory to country in need doesn’t al-
ways start the same way, notes Cher-
nock. The consistent part of  the 
process is that a hospital team mem-
ber – whether a nurse, supply chain 
staff  member, executive, or other-
wise – takes an interest in reducing 

Waste Not,  
Want Not
MedShare collects surplus medical supplies and 
delivers them to countries in need.

April 2017 | The Journal of Healthcare Contracting10
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their organization’s waste output, and would like to put those surplus 
supplies to positive use.

Once the hospital has made contact with MedShare, MedShare’s first 
task is to make sure the hospital has a team member to serve as the liai-
son between the two organizations. After that, MedShare staff  typically 
come to the donating unit – for example, a maternity ward or supply 
chain department – and conduct a 15-20-minute in-service to introduce 
MedShare to the staff.

During this introduction, MedShare team 
members specify to hospital staff  what sup-
plies they can and cannot accept, and place 
a MedShare-branded collection barrel in the 
unit. In the case of  the Southeast region (which 
is based in Atlanta, home of  MedShare’s na-
tional headquarters), MedShare staff  typically 
return to the hospital on a bi-weekly basis to 
collect the barrel’s contents and bring them 
back to the distribution centers. The North-
east and Western region distribution centers 
usually wait until hospital partners notify them 
that the barrels are full, at which point they 
retrieve the contents.

In some cases, says Chernock, the hospital 
partner prefers collection barrels to be cen-
trally located, rather than covering only single 
units. Those arrangements also work, he says.

The three-point evaluation
Products collected by MedShare undergo a 
“three-point” evaluation process, says Cher-
nock. The organization’s large volunteer 
base serves as the “first line of  defense” in 
assessing supplies entering MedShare’s dis-
tribution centers. These volunteers come 
from a variety of  backgrounds and include 
nurses, public health officials, physicians, 
high school and college students, and mem-
bers of  faith organizations.

Their assessment involves checking sup-
plies’ expiration dates – MedShare’s policy 
states that all supplies must have at least 12 
months remaining in its shelf  life – and mak-
ing sure that supplies are packaged appropri-
ately. They ensure the supplies are fully func-
tional and clean, and sterile if  necessary.

After the initial assessment, volunteer man-
agement staff  provide a second set of  eyes by 
making sure volunteers have filled out supply 
labels accurately and that the supplies meet 
quality standards.

Finally, inventory management staff  re-
ceive the supplies and add them to MedShare’s 

“If it’s used in a hospital, you can donate it to us,” says Jason 
Chernock, director of programs and procurement for Med-
Share. MedShare is a humanitarian aid organization that col-
lects surplus supplies and equipment from hospitals through-
out the United States and delivers it to health organizations 
overseas. With an estimated 2 million tons of healthcare waste 
each year, American hospitals have plenty of surplus supplies 
to donate.

The MedShare website provides a full list of supplies that 
the organization accepts. Right now, says Chernock, they are 
especially in need of supplies for “clean birthing kits.”

These kits provide essential items that assist mothers in hav-
ing safe and clean delivery experiences when they are unable 
to reach a formal medical facility, explains Chernock. He adds 
that this is particularly a challenge for mothers in rural areas.

The core products in a clean birthing kit include:
• A clean underpad
• A receiving blanket
• A pair of surgical gloves
• Sterile gauze pads
• A pair of mesh underwear
• A scalpel
• A bar of soap
• An alcohol prep pad
• Two umbilical cord clamps

MedShare is seeking donations of all of those items, says 
Chernock. Hospitals and health systems interested in donating 
surplus supplies can find more information, and reach out to 
MedShare, at www.medshare.org/donate-medical-supplies/.

Donating to MedShare

April 2017 | The Journal of Healthcare Contracting12



inventory. These staff  members perform “spot-
check quality control,” checking for errors and 
anything that seems out of  place, says Chernock.

Once items are in MedShare’s inventory, he 
says, they are sent to the warehouse and become 
available to order by MedShare’s overseas partners.

Biomedical training overseas
MedShare is unique in that it operates on a 
“pull” system as opposed to a “push” sys-
tem of  distribution, says Chernock. In other 
words, partner organizations view MedShare’s 
inventory online and order the supplies they 
need. “No one is going to know more than 
the administrative organization [at a healthcare 
facility] in Ghana or Guatemala” about what 
those facilities need, he explains.

Overseas partners include health networks, 
relief  organizations, and non-governmental 
organizations. Chernock says that MedShare 
both maintains old partnerships, and contin-
ues to form new ones. (The organization also 
supports American relief  groups doing over-
seas work, as well as a number of  safety net 
clinics in MedShare’s local American regions 
that are in need of  supplies.)

Upwards of  40 percent of  
donated equipment sits idle in 
developing countries, due to 
staffs’ lack of  familiarity with 
specific types of  equipment, 
says Chernock. “To address 
this challenge, MedShare’s bio-
medical engineering team pro-
vides training and support to 
all of  our recipients,” he says. 
This team, led by Eben Am-
strong, director of  biomedical 
equipment training and repair 
service, travels overseas and 
provides end user training 
in equipment use. After the 
training ends, the biomedical 
team continues to be available 

via communication outlets such as 
phone, email, and Skype to answer 
questions from staff.

Among other partner organi-
zations, Amstrong has provided 
training at Hope for Haiti’s onsite 
locations, says Chernock. He says 
that through this training, which 
included work in Les Cayes, the 
Haitian commune heavily impact-
ed by Hurricane Matthew in Octo-
ber 2016, MedShare’s relationship 
with Hope for Haiti “has gotten a 
lot deeper.”

Chernock describes this sort 
of  training as an “absolutely crit-
ical” piece of  MedShare’s work. 
“It’s the sustainable part of  what 
we do.” JHC

Donna Drummond needed to find an outlet for her health 
system’s unused medical supplies. Drummond, a veteran sup-
ply chain manager, is senior vice president of consolidated 
business services at Great Neck, N.Y.-based Northwell Health.

After visiting a number of organizations, she came across 
MedShare. The agency’s approach – collecting supplies and 
equipment, cataloguing them, and allowing overseas hospi-
tals to order them – had a “simplicity” that appealed to her, she 
says. She was also impressed by MedShare’s biomedical team, 
which provides training and repairs for end users abroad.

Drummond now sits on the finance committee of Med-
Share’s board, where, she notes, her previous experience as 
an accountant serves her well.

She encourages hospitals to donate their unused medical 
equipment and supplies to MedShare, whose mission and 
value on sustainability she applauds. MedShare, Drummond 
says, “is an organization that will make sure medical equip-
ment and supplies reach those who need it.”

One health system’s 
MedShare experience

The consistent part of 
the process is that a 

hospital team member 
– whether a nurse, 
supply chain staff 

member, executive, or 
otherwise – takes an 

interest in reducing their 
organization’s waste 

output, and would like 
to put those surplus 

supplies to positive use.

The Journal of Healthcare Contracting | April 2017 13



TRENDS

The United States faces a potential physician shortage in the coming 
decade, and some members of  the healthcare community believe urgent care 
centers may help ease the deficit. These clinics, which typically offer drop-in care 
for non-life threatening ailments, tend to speed up patient visits, thus allowing 
more patients to be seen.

The American Academy of  Urgent Care Medicine estimates the United States 
has 9,300 urgent care centers. Furthermore, as patient demand increases and 
hospital systems enter the urgent care business, that number is expected to grow.

From ‘doc-in-a-box’ to now
Urgent care centers date back to the 1970s, when clinics began offering outpatient 
care without appointments, says Franz Ritucci, M.D., a member of  the American 
Board of  Urgent Care Medicine. Because these clinics were informally known 
as “doc-in-a-box,” the physicians who staffed them felt that their legitimacy was 
questioned, when in reality many of  them were also family practitioners.

With evolving technology, the doc-in-a-box clinics eventually transformed 
into today’s urgent care centers, organized primarily through the American Acad-
emy of  Urgent Care Medicine (AAUCM), says Ritucci. Established in 1997, the 

organization serves as a “rallying call” 
for urgent care practitioners, similar 
to the way other organizations, such 
as the American Academy of  Family 
Physicians, serve as a unifying body 
for their members, he says.

Urgent care medicine shares simi-
larities with both family practice and 
emergency care, according to the 
AAUCM website. Ritucci describes 
urgent care medicine as a hybrid: 
“emergency medicine light or family 
practice fast.” Urgent care centers are 
“not doing life and limb treatments” 
or long-term cardiac care, he says, 
nor do they replace the primary care 
physician. But most urgent care cen-
ters have capabilities such as radiol-
ogy and X-ray, and can manage acute 
medical problems and certain injuries, 
such as simple fractures.

Ritucci explains that one benefit of  
urgent care centers is the expediency 
with which they can care for patients. 
They tend to be able to process more 
patients per hour than a traditional 
family practice, through what he calls 
“fast tracking”: evaluating and treating 
the patient first, and doing the paper-
work once they are taken care of.

From now into the future
AAUCM notes a surge in the pres-
ence of  urgent care centers in the U.S. 
since 2008, which it attributes to the 
“public’s desire for immediate access 
to medical care.” Similarly, Ritucci de-
scribes a modern “McDonald’s Soci-
ety” as the driver in growth: “We want 
what we want, when we want it.”

Because urgent care centers usual-
ly operate outside of  normal business 
hours – and, therefore, outside of  tra-
ditional doctor’s office hours – they 

Urgent  
Care Centers
‘Emergency medicine light, or family practice fast’
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can meet that demand. With a societal work-
force that operates 24 hours a day, Ritucci says, 
people will come at any and every hour to seek 
care. “It’s just a response to the marketplace.”

Hospital systems have also entered the ur-
gent care scene. For example, Phoenix, Ariz.-
based Banner Health completed its acquisition 
of  Urgent Care Extra’s Arizona locations in 
November 2016, bringing 32 urgent care cen-
ters throughout the greater Phoenix and Tucson 
metropolitan areas into the Banner network.

Ritucci says such acquisitions have a two-
fold benefit for hospital systems. The first 
perk is publicity: Hospital systems “get their 
name out there.” The second benefit, he says, 
is the ability to “downstream” care. In other 
words, once a patient enters a Banner Urgent 
Care facility, they can be referred to other Ban-
ner facilities for additional needed care.

In the way that small family physician prac-
tices have been acquired by larger hospital net-
works, he believes independent urgent care cen-
ters will continue to be acquired by hospitals.

Finally, urgent care centers could serve as a 
“reliever” for the predicted deficit of  primary 
care physicians in the U.S. in the coming de-
cade, says Ritucci. Though patients sometimes 
choose to bypass primary care and go straight 
to the emergency room, he notes that the ER 
is not designed for the sort of  acute ailments 
that urgent care centers treat.

On top of  that, insurance co-pays tend to 
be cheaper for patients at urgent care centers, 
and insurers pay more for hospital visits than 
they do for urgent care center visits. “Insurance 
carriers obviously want [patients] to go to the 
urgent care center as opposed to the hospital” 
because hospital costs are triple or quadruple 
those of  urgent care centers, Ritucci says.

He believes these savings provide an incen-
tive for urgent care centers to increase their pres-
ence in the United States. And no matter what 
direction American health insurance takes, he 
predicts that presence to grow. JHC

The vast majority of urgent care centers across the country 
met demands of an increased patient load and kept wait times 
very low in 2015, according to the annual Benchmarking Re-
port from the Urgent Care Association of America (UCAOA). 
The report shows that 96 percent of centers saw more pa-
tients in 2015 than 2014, and 92 percent kept wait times to 30 
minutes or less. The total number of urgent care centers in the 
U.S. jumped to 7,357 in 2016, which is a 10 percent increase 
over 2015. (The American Academy of Urgent Care Medicine 
estimates 9,300 urgent care centers in the U.S. Different re-
search methods and definition standards between UCAOA 
and AAUCM account for the difference in estimates.)

“The number of urgent care centers continues to increase, 
and patient visits at each center are climbing, as patients seek 
out convenient and affordable options for their on-demand 
healthcare needs,” said Steve Sellars, president of UCAOA 
board of directors. “Nine out of 10 centers expect continued 
growth, and many are broadening their scope of services be-
yond the x-rays and strep tests they are known for, to provide 
patients with an increasing array of treatment options.”

The study showed that many urgent care centers now of-
fer healthcare services such as physical therapy, travel medi-
cine, telemedicine, in-house pharmaceutical dispensing and 
concussion screening. In addition, others are also extending 
their reach into their communities through flu immunization 
clinics, employer-based worksite services and health fairs.

The study validated the value of urgent care centers in car-
ing for acute episodic illnesses and injuries. According to the 
survey, the most common diagnoses at urgent care centers 
in 2015 were acute upper respiratory infection, acute sinus-
itis, acute pharyngitis, cough and acute bronchitis. Eighty-
five percent of surveyed centers also reported that they have 
implemented mechanisms to secure a primary care physician 
for presenting patients who are not yet affiliated with one.

(Source: PRWeb. To read the full press release, visit  
www.prweb.com/releases/2017/01/prweb13987046.htm. To 
learn more about UCAOA, visit http://www.ucaoa.org.)

Urgent care association 
reports patient increase
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MODEL OF  
THE FUTURE

By David Thill

Banner Health’s recent acquisition of a chain of urgent care centers  
affected Banner’s supply chain “on various levels,” says Raymond Davis, senior 
director of  supply chain medicine division and non-acute services at Banner. But 
the Phoenix, Ariz.-based IDN was ready for the challenge.

The acquisition of  Urgent Care Extra’s 32 locations throughout the greater 
Phoenix and Tucson metropolitan areas “created a new segment of  business over-
sight” for Banner’s supply chain, says Davis.

Non-acute and acute-care facilities have “dynamic” differences in the way 
they manage their supply chains, he says. While inpatient hospitals typically have 
a supply chain team with “robust” knowledge and capabilities, employees work-
ing in non-acute care settings “are 
typically assigned supply responsi-
bilities as an additional assignment 
to their base function.

“Understanding this dynamic 
has allowed us to treat our non-
acute supply chain as its own seg-
ment and has focused on building 
tools and processes to make this 
function as seamless and efficient 
as possible for our customers.”

As a result, the Banner Urgent 
Care supply chain “is similar to 
other non-acute entities in that site 
level employees manage the supply 
order and replenishment for their in-
dividual locations,” says Davis. The 
supply chain department oversees 

vendor selection, contract compliance, 
and architecture of  formulary manage-
ment. “This architecture allows [Ban-
ner’s] supply chain to maintain con-
sistent product standards across all of  
our non-acute entities.”

He also notes that shifting from 
a zone-based to a site-based ordering 
model has allowed supply chain execu-
tives “to empower end users at the site to 
ensure they have the supplies they need.”

A consistent approach to manage-
ment of  non-acute sites allows the 
supply chain department to “stay lean” 
while still delivering a high-quality level 
of  service for customers, says Davis. 
He attributes the success of  Banner’s 
non-acute supply chain to non-acute 
supply chain director Kendra Moravek.

Under Moravek’s leadership, “our 
non-acute oversight has doubled over 
the last three years without adding any 
[full-time employees] on the supply 
chain team,” says Davis. In 2016, he 
notes, Banner’s non-acute supply chain 
was “able to achieve a total of  $450,000 
in supply and purchased services sav-
ings,” and he expects a similar level of  
success for Banner Urgent Care.

Davis strongly recommends that 
supply chain executives preparing for 
similar acquisitions to that of  Urgent 
Care Extra by Banner build a merger 
and acquisition project plan and have 
a preset defined deployment team for 
this kind of  work. These two items will 
allow the supply chain team to respond 
quickly to new acquisitions, he says.

Additionally, he notes, it is impor-
tant to keep the acquisition team ac-
tively engaged even after the acquisi-
tion has been completed, “to ensure all 
of  the contracts and supply standards 
are hardwired.” JHC

Non-acute and acute-care 
facilities have “dynamic” 

differences in the way they 
manage their supply chains. 

While inpatient hospitals 
typically have a supply chain 

team with “robust” knowledge 
and capabilities, employees 
working in non-acute care 

settings “are typically assigned 
supply responsibilities as an 

additional assignment to 
their base function.” 

– Raymond Davis, senior director of 
supply chain medicine division and 
non-acute services, Banner Health

Plan Ahead
Have a merger and acquisition project plan  
in place prior to acquisitions
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Decision 
time
Hunterdon Medical Center’s choice:  
Self-distribute to non-acute sites,  
or outsource to a distributor.

Sponsored by McKesson Medical-Surgical

When a health system acquires non-acute facili-
ties, materials management has a challenge on its hands. 
Adapting processes designed for acute-care hospitals to 
the unique needs of  ambulatory care facilities requires 
flexibility and often, a willingness to change course. 
That’s what Chris Voorhees, CMRP, discovered recently 
when she helped steer Hunterdon Medical Center away 
from self-distribution to outsourcing.

Like many hospitals and health systems, Hunter-
don Medical Center – a 178-bed teaching hospital in  

Flemington, N.J. – has been rapidly building its non-
acute-care presence. Hunterdon Healthcare System has 27 
physical locations in four counties in addition to the main 
hospital campus. These ambulatory sites house 77 differ-
ent cost centers and more than 1,000 full-time employees. 
Their services include family practice, pediatrics, wound 
care, specialty care, ambulatory surgery, home health and 
hospice, health and wellness centers, integrated medicine, 
child care, physical and occupational therapy, behavioral 
health, mobile intensive care and urgent care.
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Last year alone, Hunterdon Medical Center brought 
on 14 medical practices.

For years, Hunterdon Medical Center had been 
self-distributing equipment and supplies to its non-
acute-care sites, explains Voorhees, administrative di-
rector, materials management. The ambulatory sites 
would log onto Hunterdon Medical Center’s EHS ma-
terials system (or pick up the phone) and order prod-
ucts and equipment. Supplies would be maintained in a 
central warehouse. The medical center’s acute-care dis-
tributor would drop off  those products at the hospital’s 
receiving dock. Hunterdon Medical Center’s materials 
staff  would then stock them, pick them, load up the 
vans and truck them out to the non-acute sites. 

Complications
The system got more complicated as Hunterdon Medi-
cal Center acquired and opened more ambulatory sites. 

The distributor’s truck would arrive at the dock at 
around 6 a.m., at which time receiving would begin 
stocking items in Hunterdon Medical Center’s store-
room. By about 9:30 – before all the items were stocked 
– distribution would begin picking and loading the vans 
for delivery to the non-acute-care sites. 

“We started to monitor what 
items were coming in almost every 
day from our primary distributor, 
and how fast we were turning them 
around to place them in our couri-
er vehicles to redeliver to the am-
bulatory sites,” says Voorhees. “It 
was not making sense.”

To maintain order, materials 
limited Hunterdon Medical Cen-
ter’s ambulatory sites to one order 
per week. “But the orders got to be 
so big, our folks had trouble man-
aging the workload,” so once a week became two or 
three times a week, she says. Given the rapid growth 
of  ambulatory sites, “we could not keep up with the 
picking and delivering of  orders. Staff  was unable to 
complete their work.”

The customer experience
The materials staff  had created some general catalogs, 
specialty catalogs and a sticker catalog (for kids’ items), 

from which buyers at the non-acute 
sites could electronically order sup-
plies. But the system wasn’t easy to 
learn or use, says Voorhees. And 
whenever one buyer or office man-

ager resigned, the materials staff  would have to go to 
the site and train his or her replacement on the system. 
Training became a full-time job. “It took a lot of  work to 
get everybody on the same page,” she says.

In the midst of  all the activity, Hunterdon Medical 
Center was missing opportunities to standardize products 
and lower non-labor costs, says Voorhees. The ambulatory 
sites were using some items contracted for the acute-care 
hospital, even though less expensive ones would work just 

Chris Voorhees
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as well in the non-acute setting. Given 
that space in the storeroom was at a 
premium, the materials staff  simply 
didn’t have the space to store two or 
more sets of  similar items.

“We knew we needed to stream-
line our process.”

Another option
“We began discussions internally and 
realized how many times we were 
handling products, from processing 
orders, to picking them, to hand-
ing them off  to a courier, etc.,” she 

McKesson Medical-Surgical was already familiar 
to Hunterdon Medical Center. The company had 
been servicing the health system’s surgery center 
and home health/hospice operations for some 
time. Moreover, some of the newly acquired 
physician practices had worked with McKesson, 
and were pleased with the service. 
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says. “We knew many of  those steps 
could be eliminated. And we want-
ed to explore low-unit-of-measure 
with a partner.”

What’s more, Voorhees had 
reached the point where her depart-
ment would have to hire additional 
staff  to manage the growing non-
acute-care workload. “The courier 
vans were full, and my staff  was 
feeling over-burdened,” she says. 
Given these things, administration 
was open to a discussion about out-
sourcing non-acute distribution.

McKesson Medical-Surgical was 
already familiar to Hunterdon Med-
ical Center. The company had been 
servicing the health system’s surgery 
center and home health/hospice 
operations for some time. More-
over, some of  the newly acquired 
physician practices had worked 
with McKesson, and were pleased 
with the service. A new manager in 
purchasing – Don Donofry – had 
come from a larger system that used 
the distributor for non-acute-care 
distribution. “He shared his experi-
ence with us, and we started to ex-
plore it,” says Voorhees.

Calculating savings
After approximately four months 
of  studying and building a busi-
ness plan, Hunterdon Healthcare 
switched from self-distribution 
to outsourcing with McKesson in 
July 2015. The savings were imme-
diate. By bringing on all the non-
acute sites, Voorhees and staff  
were able to create efficiencies that 
also lowered costs for the surgery 
center and home health/hospice 
operations. (That should come in 
handy when Hunterdon Health-
care opens its second surgery 
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“It is the right thing 
to do,” says Voorhees, 

speaking of the 
transition from self-

distribution to 
outsourcing. Making the 
change has streamlined 

logistics for the non-
acute sites and the 

materials staff. “And it 
has freed up time for 
the acute care setting 

to spend more time on 
contract negotiation, 

inventory management, 
and improving 

customer service.”
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center in 2017, she says.) What’s 
more, Hunterdon Healthcare was 
able to achieve first-year savings by 
switching from branded products 
to McKesson’s private label brand 
when possible.

“The system was fairly easy to 
implement,” she says. “We have a 
predefined catalog and have been 
able to assure that our contracted 
items are loaded within McKesson. 
Training has been fairly simple.  
We have a Webex loaded on our 
hospital intranet site for end users 
to watch at their convenience.”

“We have a predefined catalog and have 
been able to assure that our contracted 

items are loaded within McKesson. Training 
has been fairly simple. We have a Webex 

loaded on our hospital intranet site for end 
users to watch at their convenience.”
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Staff  is feeling less stress, says 
Voorhees, citing improved “em-
ployee engagement” numbers 
from performance measurement 
firm Press Ganey. “Our goal is to 
increase our employee engagement 
measurement, because we know 
that engaged employees serve our 
patients better, and overall help the 
healthcare system.”

End users are satisfied too. 
“They get better customer service 
from McKesson than we were able 
to provide,” says Voorhees.

Voorhees encourages her 
McKesson account manager 
to help the non-acute sites 
streamline their work processes 
and inventories. “We’ve started 
to provide and encourage the 
use of  bar code scanners to our 
big practices, and we want to 
implement them throughout the 
system, so they can improve their 
ordering processes. The account 
manager knows that even though 
new products must undergo 
Hunterdon Healthcare’s value 
analysis process, Voorhees and 
staff  expect him to suggest new 
savings opportunities.

“It is the right thing to do,” 
she says, speaking of  the transi-
tion from self-distribution to out-
sourcing. Making the change has 
streamlined logistics for the non-
acute sites and the materials staff. 
“And it has freed up time for the 
acute care setting to spend more 
time on contract negotiation, in-
ventory management, and im-
proving customer service.” 



Different sites, different supply chain solutions

Sponsored by McKesson Medical-Surgical

While each facility that makes up your health system 
shares a common goal of providing quality patient care, 
the business models and challenges differ greatly from 
one care setting to the next. This is especially evident 
when you compare the supply chain needs of acute care 
locations to those of non-acute sites. This complexity 
presents a challenge to materials managers, especially in 
health systems with self-distribution models.

“Health systems often find self-distribution to be more 
challenging than they expect, especially outside the hos-
pital,” says Ben Helfinstein, director of business process 
improvement at McKesson Medical-Surgical. “The supply 
chain of a health system is designed around its hospitals, 
and a hospital’s needs are so different from the needs of 
a health system’s ambulatory clinics, of its long-term-care 
and home care assets, of its lab.”

Consider:
•  Non-acute sites order a broader portfolio of slow-

er-moving products at lower units of measure and 
lower quantities per order than acute-care hospitals.

•  Formulary compliance is typically lower outside 
the hospital. 

•  Often, clinical staff rather than procurement staff are 
the ones placing orders and receiving product, and 
they have a consumer mindset in terms of service 
expectations -- easy ordering, easy returns, high fill 
rates, next day delivery 

•  Non-acute sites can be geographically far-flung, and 
they may lack standardized processes, especially 
for health systems that have been acquisitive over 
recent years. A system with 100 doctors could easily 
have over 450 stocking locations, making standard-
ization a challenge

Materials executives often find that the items they must 
stock for their non-acute sites do not match those they 
stock for the hospital, says Helfinstein. And they typically 
find it difficult to stock the entire breadth of products de-
manded by all the different specialties they must serve – 

ophthalmologists, pediatricians, obstetricians, oncologists, 
etc. As a result, fill rates can suffer. 

Non-acute facilities find that ordering products from 
a hospital-operated warehouse and handling returns can 
be cumbersome. Rather than using the hospital’s aging 
materials system, they want a better ordering experi-
ence, which allows them to log on or punch out to a 
website, read detailed product descriptions, see images, 
and click to order. 

Then there’s the issue 
of cost. Picking, packing 
and shipping small orders 
of slow-moving products 
means “incremental ware-
house labor. A clinic’s or-
ders are much costlier to 
pick than a hospital’s,” says 
Helfinstein. Transportation to 
far-flung clinics and offic-
es is expensive. “Even a 
big health system lacks the 
scale of a national distrib-
utor, which benefits from 
a large and sophisticated 
private fleet and negotiated 

rates with package delivery companies” he adds. “Health 
systems usually can’t achieve those economies of scale.”

There are greater back-office costs associated with 
self-distribution outside the hospital, including the phone 
calls and emails from facilities inquiring about order status, 
requesting returns, etc. “When you have small quantities of 
products but a high volume of transactions, it can get very 
costly to process.”

When you consider all these factors, outsourcing deliv-
ery of product to non-acute sites may actually be a more 
efficient solution than attempting to self-distribute. “But you 
can also ask your distributor for help,” says Helfinstein. “A 
great distributor should be able to provide you with insights 
and analysis about your spend and potential opportunities 
for greater efficiency in your supply chain.”

“When you 
have small 
quantities 

of products 
but a high 
volume of 

transactions, 
it can get 

very costly  
to process.”
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Are bundled  
payments an indicator  
of things to come?

The feds are seeking high-quality, coordinated care…at a lower cost to Medi-
care. And they think that the traditional approach to healthcare – what many call 
the “siloed” approach, in which each caregiver operates independently of  the oth-
ers – can’t deliver that. They want to replace it with bundled payment programs.

It’s true that current HHS Secretary Tom Price has voiced displeasure with 
bundled payment. Yet the concept of  “coordination of  care,” that is, care that 
spans the acute- and non-acute-care sectors, may very well be a permanent part 
of  the healthcare picture. Bundled payment is a natural corollary.

JHC readers whose hospitals or IDNs are already involved with bundled pay-
ments have discovered that the skills they have developed to be successful – e.g., 

Many Journal of Healthcare Contracting readers – as well as members 
of  the public – have long defined “episode of  care” as the inpatient hospital stay. 
But the federal government is trying to nudge providers into thinking of  the 
term differently, so that it includes pre-hospital workup, in-hospital stay (includ-
ing OR), and post-acute care (including skilled nursing facility, physician office, 
home health, etc.). 

relationship-building with clinicians 
and department heads, product stan-
dardization, data analysis, and the will-
ingness to address the tough issue of  
product utilization – are serving them 
well in the new environment.

What is bundled payment?
The Bundled Payments for Care Im-
provement (BPCI) initiative consists of  
four models of  care under which acute-
care and non-acute-care providers are in-
centivized to work together to efficiently 
provide high-quality care to Medicare 
beneficiaries, according to the Associa-
tion of  American Medical Colleges. 

Taking 
Shape
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Well-prepared
Vanderbilt University Medical Center has been involved in a number of  
bundled payment programs, including heart valve and total joint replace-
ment, says Teresa Dail, RN, BSN, CMRP, chief  supply chain officer. At 
press time, the medical center was preparing to embark on similar pro-
grams for spinal procedures, cardiac bypass surgery and hip fracture.

“We have had a very integrated model as to how we make decisions 
around contracting and product choices dating back to 2008,” she says. 
It helps that all of  the physicians who practice at the medical center are 
employees. “That [integrated] strategy, as well as our attempts to get 
physicians to lead their peers in conversations around the clinical evi-
dence surrounding product usage, have positioned us very well for the 
environment in which we find ourselves today.”

Physicians and supply chain at Vanderbilt have gotten accustomed to 
reviewing data about product and pharmaceutical usage, length of  stay, 
OR anesthesia time and other performance indicators, Dail points out. 
“We approach all these initiatives – which are things you typically see in 
a bundled program – jointly. The bundled environment has affirmed the 
fact that we have been on the right path as to how we were approaching 
conversations and working within the organization.”

Dail believes that supply chain’s experience contracting on behalf  of  
close to 40 hospitals in the Vanderbilt Purchasing Collaborative has helped 
supply chain take a broader view of  contracting. “It is our goal to work 
with suppliers so that they think not just about what we’re contracting for 
inside our four walls, but also about how we can extend [our contracting 
efforts] into other environments, for example, home care or long-term-
care facilities with which we might be associated. When we contract with 
suppliers, we are very focused on that whole continuum of  care.”

For supply chain executives whose organizations might be new to 
bundled payments, Dail advises them to work in a multidisciplinary man-
ner. “You have to bring your talent and expertise to the table [with the 
goal being to] complement the talent and expertise of  everyone else’s,” 

The Comprehensive Care for Joint Re-
placement (CJR) model is a mandatory bun-
dled payment program for hospitals located 
in a number of  metropolitan statistical areas. 
Hospitals that meet quality and cost thresh-
olds for their Medicare lower-extremity joint 
replacement patients are eligible to receive sav-
ings. Episodes begin with a hospital admission 
and extend 90 days post-discharge.

On December 20, 2016, the Centers for 
Medicare & Medicaid Services (CMS) finalized 
four new models that further the government’s 
intention to shift Medicare payments from re-
warding quantity to rewarding 
quality. Three of  those models 
are intended to support provid-
ers caring for patients who re-
ceive treatment for heart attacks, 
heart surgery to bypass blocked 
coronary arteries, or cardiac reha-
bilitation following a heart attack 
or heart surgery. In addition, one 
new model will support clinicians 
in providing care to patients who 
receive surgery after a hip fracture, 
other than hip replacement. 

These new payment models and an up-
dated Comprehensive Care for Joint Re-
placement Model give clinicians additional 
opportunities to qualify for a 5 percent in-
centive payment through the Advanced Al-
ternative Payment Model (APM) path under 
the Medicare Access and CHIP Reauthori-
zation Act of  2015 (MACRA) and the Qual-
ity Payment Program. 

(Editor’s note: In mid-March, CMS de-
layed the applicable date from July 1 to Oct. 1 
for the expansion of  the Comprehensive Care 
for Joint Replacement model, new bundled 
payment programs for heart attack and car-
diac bypass surgery services, and a new cardiac 
rehabilitation incentive program. The agency 
was also seeking comments on the appropri-
ateness of  a further delay to Jan. 1, 2018.)

“ The bundled environment has 
affirmed the fact that we have 
been on the right path as to 
how we were approaching 
conversations and working within 
the organization.”  

– Teresa Dail

The Journal of Healthcare Contracting | April 2017 21



BUNDLED  
PAYMENT

she says. “If  you try to tackle this on your own, you’ll find it’s impossible. 
You will end up focusing on product cost only. 

“It’s about expanding relationships in the organization, and finding 
the clinical champions to work with. One of  our goals in supply chain is 
to work with the organization to look at clinical variation and utilization.”

Minimize clinical variation
Advocate Health Care has yet to jump into bundled payment, but the 
Chicago-based IDN’s experience with shared-savings and full-risk pro-
grams should position it well for what lies ahead, says Tom Lubotsky, 
chief  supply chain officer. “We’ve learned a tremendous amount from 
these programs, and from a supply chain perspective, they carry the 
same implications as bundled payment.”

Risk-based programs de-
mand that supply chain – and 
everyone else at Advocate –
identify and collaboratively 
manage high-expense areas, 
says Lubotsky, a member of  
Strategic Marketplace Initia-
tive. For example, in the case 
of  care for the diabetic popula-
tion, “We have to ask, ‘Are the 
products and services we’re 
buying delivering the kind of  
value to help us more effec-
tively coordinate and manage 
care for this population?’”

To succeed with risk-
based programs – as with 
bundled payment – the IDN 
has to identify and minimize 
clinical variation, he contin-
ues. Supply chain is part of  
that process. “Our role is to 
provide insight and knowl-
edge around the variation of  
products and services used on 
a set of  the population, and to bring that forward to clinicians to help 
them evaluate that variation,” he says. 

Advocate started down this road four or five years ago, says 
Lubotsky, and is still evolving. That said, Advocate’s culture today is 
such that supply chain can address such questions with clinicians, and 
talk about product preferences and the impact they have on risk-based 

arrangements with payers. Within the last few 
months, the IDN has moved from 27 spine 
suppliers to six. “It’s led by strong physician 
champions who understand economic stew-
ardship,” he says.

‘Burning platforms’ for savings
Bundled payment programs will add a bit more 
accelerant to the “burning platforms” that ex-
ist today associated with driving cost-savings 
and value, says Gary Fennessy, vice president 
corporate supply chain, Northwestern Medi-
cine. “Increasingly, supply chain will be asked 
to manage cost on a more longitudinal basis 
across the entire continuum of  care,” he says.

Bundled payments are one more step to-
ward increasing levels of  consumerism in 
healthcare, says Fennessy. Transparency on 
price will naturally occur, as payers and pa-
tients will be provided pricing at one fee that 
covers the cost of  pre-surgery workups to 
post-surgical care. “Bundled payments will in-
crease the already competitive marketplace,” 
and with it, more pressure to reduce costs to 
remain competitive, he says.

For supply chain executives, these changes 
mean three things, says Fennessy:

•  An emphasis on gathering and analyz-
ing data. Information on product usage 
and cost – not just that incurred in the 
hospital, but in outpatient facilities and 
home care – will become more impor-
tant than ever. 

•  Improved communication across the 
care continuum. “Supply chain will be 
far more engaged with the caregiver 
teams across sites,” he says.

•  A broader view of  product selection. No 
longer will it be sufficient to analyze the 
cost of  a product or piece of  equipment 
in the hospital, but it will become neces-
sary to analyze its impact on cost across 
the system. JHC

“Our role is to 
provide insight 
and knowledge 

around the 
variation of 

products and 
services used 
on a set of the 

population, 
and to bring 

that forward to 
clinicians to help 

them evaluate 
that variation.”  

– Tom Lubotsky
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IDN-OWNED

Group purchasing organizations – like the supply chain executives 
who belong to them – have learned how to adapt to changing markets over the 
years. Starting out as metropolitan or state hospital councils, they evolved into 
regional and then national organizations. 

Underneath those big national branches then sprouted IDNs and later, re-
gional purchasing coalitions, many of  whom pursued their own contracts. How-
ever, relatively few of  those IDNs or RPCs have gone through the process of  
seeking a green light from the Office of  the Inspector General of  the U.S. De-
partment of  Health and Human Services to operate as GPOs.

That green light, in the form of  an OIG advisory opinion, allows an entity, such as a 
GPO, to collect administrative fees from contract vendors without running afoul of  the 
anti-kickback statute. The statute makes it a criminal offense to knowingly and willfully 
offer, pay, solicit, or receive any remuneration to induce or reward referrals of  items or 
services reimbursable by a federal healthcare program. (In short, no bribes.)

Given the legalities, as well as the expense of  setting up a GPO, it’s not likely 
that many IDNs will set up formal GPOs. That said, the industry can expect 
many hybrid approaches to group purchasing to appear in the future, according 
to those with whom the Journal of  Healthcare Contracting spoke.

Admin fees
Tomorrow’s GPOs will come in many forms, “from full-blown, self-contracting 
entities like [St. Louis, Mo.-based] Resource Optimization & Innovation (ROi) or 
[Fort Myers, Fla.-based] LeeSar, to hybrids, which use their major GPO partner 

to help create a quasi-GPO for cer-
tain categories,” predicts Ken Kuiper, 
partner, Medical Strategies Interna-
tional, a national accounts consult-
ing firm. Another possibility are joint 
ventures, such as Excelerate, which 
includes Cleveland Clinic, Vizient Inc. 
and OhioHealth.

There are many reasons why 
forming a GPO may be an attractive 
option for an IDN. After all, who 
wouldn’t want to convert a cost center 
(i.e., supply chain) into a profit center?

“I think many of  the IDN-owned 
GPOs are coming about as an overall 
strategy by the organization to gain con-
trol over as much of  their supply chain 
and purchased services as possible,” 
says Kuiper. “The more you control, the 
more you can set up your information 
systems to help with compliance, stan-
dardization and utilization information. 

“Also, utilizing their own GPO 
brings all of  the administration fees 
directly to the IDN, instead of  them 
getting a ‘share’ of  them based on 
compliance to their GPO contracts. 
This adds up to some substantial rev-
enues that can be used for the needs 
of  the organization. It also allows for 
these self-contracting organizations 
to focus on categories that are im-
portant to them at the time they are 
important. They don’t have to follow 
their national GPO’s bid calendar.”

IDNs operating their own GPOs 
can contract for products in areas in 
which they want to – and are able to 
– drive compliance, Kuiper continues. 
IDN-owned GPOs “are also more 
flexible in their operation and struc-
tures, and may be able to look at new 
technologies and ideas quicker than a 
national group can.”

IDN-owned 
GPOs: A time 

and a place
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IDN-OWNED

IDNs or hospital groups that have set up a self-distribution model 
are probably best-suited to create a GPO, says Kuiper. That’s because, 
having invested in resources for self-distribution, they can more easily 
justify the cost of  adding a contracting component. 

Regional purchasing coalitions are also well-positioned to incorpo-
rate a GPO, he says. “They can still leave the distribution choice up to 
each aggregation member, but they have even more incentive with their 
own GPO to drive compliance to drive down costs and receive all of  
the administrative fees.”

Speaking of cost
But the key question, says Kuiper, is whether an IDN can manage a 
GPO profitably, that is, without eating into all the administrative fees it 
may collect. After all, the costs associated with operating a GPO – par-
ticularly in FTEs and information systems -- are sizable, he says.

“It’s not just a matter of  
having a contract on a prod-
uct or selection of  products. 
They want to be able to look 
at data and see what can they 
do to drive costs down even 
further,” he says. Informa-
tion systems can help them 
identify noncompliance to 
contracts, or wasteful utili-
zation issues. But identifying 
and then acting on such in-
formation is easier said than 
done, says Kuiper. “That’s 
why most IDNs end up using 
the resources that the group 
has. Even if  the GPO doesn’t 
have those resources, there 
are other companies that can 
provide them.”

Corporate accounts executives treat IDN-owned GPOs just as they 
do any GPO, says Kuiper. “You try to understand the needs of  the GPO 
and the members involved, as well as their timing for looking at the 
products or services you represent.

“One thing I like about self-contracting or regional GPOs is [the fact 
that the vendor] “can more easily figure out the key clinical and supply 
chain decision-makers within these systems. This in turn allows a sup-
plier’s sales team to be more focused and targeted as they consult within 
the system on the value of  the products and services they provide.” JHC

From the beginning in 2002, Mercy in-
tended that its supply chain organiza-
tion – Resource Optimization & Inno-
vation (ROi) – would include a group 
purchasing component, says Greg 
Firestone, vice president, strategic cus-
tomer relations for ROi. 

“Based on Mercy’s success with 
writing competitive local contracts, 
we had a good indication that Mercy’s 
volume and willingness to commit 
would result in more competitive con-
tracts than a national GPO, and these 
predictions proved to be true,” he says. 
In 2011, ROi and Mercy made the deci-
sion to commercialize its GPO offering, 
along with its self-manufactured cus-
tom packs and private-label portfolio.

Today, as a provider-owned Ac-
countable Supply Chain Organiza-
tion™, ROi provides a range of cost 
management and supply chain ser-
vices, focusing on all aspects of supply 
chain, from planning through fulfill-
ment and consumption, according to 
the organization. ROi serves 240 hos-
pitals and 2,800 non-acute facilities.

ROi has managed to create a 
successful and profitable supply 
chain organization because of its 
size and commitment level, says 
Firestone. Not every IDN can do the 
same, though. “Ideally, an IDN’s an-
nual spend volume should be greater 
than $500 million, and the IDN would 
need to be in a position to commit 
and achieve high commitment levels 
to suppliers,” he says.

ROi: Commitment 
is the thing

“ The more you 
control, the 
more you can 
set up your 
information 
systems to 
help with 
compliance, 
standardization 
and utilization 
information.”
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RGPOS

By Shaneka N. Wright,  
RN, BSN, MHSc, CIC 

In recent decades, IDNs have created provider-based or regional group pur-
chasing organizations (RGPOs) or co-ops for volume-based contracting in the belief  that 
smaller, regional, niche GPOs will be powerful sources driving value and savings for the 
membership. RGPOs are appealing because they offer flexibility and nimbleness, closer 
relationships with end users, the ability to drive compliance (perceived), and customized 
Request for Proposals (RFPs), further driving down price and increasing value. 

With boutique GPOs formed in today’s market hoping to aggregate purchasing volumes 
and streamline negotiations with suppliers, is this truly a win-win?

RGPOs
Regional GPOs have put millions of  dollars back on the bottom line for hospitals and IDNs 
nationwide. They offer a collaborative work environment, custom contracting and in most cases, 
direct access to end users, administrators, physicians, supply chain executives, etc. Despite the 
many “value-adds” of  RGPOs, there are reasons why the provider-owned GPO is challenged. 

Can nimble regional buying groups and hospital systems have more control of  mem-
ber purchases? I would have to say no. There cannot be affective change in physician 
preference items – one of  the largest savings opportunities for IDNs – if  the C-suite fails 
to persuade and support standardization. Not only is PPI key for savings, but consolidat-
ing vendors and systems means fewer reps and more surgical nursing staff  providing case 
support, driving costs down significantly. 

Avoid these pitfalls
The 2017 Healthcare Supply Chain Association’s annual value report describes 
the many values GPOs bring to the table, including reduction of  healthcare costs,  

Shaneka N. Wright is a senior 
strategic sourcing analyst with 
15+ years of  clinical experi-
ence and multiple years in sup-
ply chain, regional GPO contract 
negotiations, value analysis and 
sourcing for a member-driven or-
ganization dedicated to providing 
clinical quality and cost-savings 
to its members with the ability 
to function on a local, national 
and/or international basis.

How can provider-owned, regional GPOs maintain their viability?

The Benefits of Buy-in

April 2017 | The Journal of Healthcare Contracting28



Prevantics® brand has them both covered

SKIN SITE

©2017 PDI     PDI05168527 PATIENT CARE    ENVIRONMENT OF CARE    INTERV ENTIO NAL  CARE

3.15% Chlorhexidine Gluconate (CHG) and 
70% Isopropyl Alcohol (IPA) Swab

Assured protection against blood stream infections (BSI)
Skin: Antiseptic Swabstick and Maxi Swabstick’s 7 day continued  
antimicrobial activity correlates well with many dressing change protocols1

Site: Device Swab’s 5 second scrub – 5 second dry time improves compliance

For a FREE sample kit, visit pdihc.com/SkinPlusSite

1. Prevantics Clinical Compendium. PDI, Orangeburg, NY. 2012.



RGPOS

increased competition, transparency, improvement of  healthcare 
processes and added value for suppliers. 

Despite the success of  negotiating regional-based contracts and gener-
ating higher sharebacks for its members, regional GPOs should work to 
avoid a few potential pitfalls:

•  Members demanding best price, with little (to no) commitment 
levels, versus supplier demands to have increased market share, 
and perceived unwillingness to give value above the national 
agreements they hold.

•  Unwillingness of  the members to trust and utilize contracts in 
place with the regional GPO on their behalf. At times, hospitals 
will write local agreements because they feel they can achieve 
greater price concessions. In actuality, the vendor may have been 

creative with contracting, and provided back end incentives. Ne-
gating the agreement in lieu of  incentives to achieve “at the pump 
pricing” undercuts the vendor/GPO relationship and shows the 
lack of  trust in the GPO/provider relationship. How to get buy-
in from the end users is one of  the key success triggers of  any 
RGPO. If  members do not trust the decisions being made at the 
contracting level, buy-in will be low and ultimately affect compli-
ance and standardization opportunities. 

•  Members wanting the very best value, at the lowest cost (e.g., 
“We want the best, thickest, aromatic, impregnated cloth, for the 
price of  the thinnest, smallest, non-impregnated, fragrance-free 
cloth.”) Negotiation in this situation is hard on both ends of  the 
spectrum, and the outcome can only be found somewhere in the 
middle. The challenge is to reduce cost using best practices, which 
truly leads back to standardization. 

•  Difficulty veering away from “owner’s remorse.” Providers may 
not adhere to the recommendations of  the RGPO because they 

feel it is an owned entity and perhaps 
just another department within the 
hospital functioning as a contracting 
service. They refute the entire con-
sultative component, which, due to 
enhanced analytics and benchmarking, 
provides recommendations that if  fol-
lowed, could afford IDNs millions of  
dollars in savings. 

•  Flexibility is one of  the attractive ben-
efits of  the regional GPO. But that flex-
ibility also presents challenges. Regional 
GPOs cater to their limited membership 
and are left negotiating additional lan-

guage not customarily found in 
national agreements. RGPOs 
must be structured wisely. 
To allow sourcing analysts 
the proper time to devote to 
custom contracting for the 
membership, a staff  consist-
ing of  contract administrators 
to perform analysis, answer 
and research contract pricing 

discrepancies, etc., should be in place. 

•  Constant comparison to the national 
GPOs and their large purchasing vol-
ume. Although the large GPOs don’t 
always know if  there will be product 
utilization, there is the larger potential 
based on volume, while regional GPOs 
have a set membership and known 
capitated volume. 

•  Lack of  access to the level of  national 
data available to consultants and na-
tional GPOs is absolutely one of  the 
roadblocks to transparency for members 
and participants in regional contracts. 
However, a subscription to some of  the 
national benchmarking tools now avail-
able can make it work. 

How to get buy-in from the end users is one of the key 
success triggers of any RGPO. If members do not trust 
the decisions being made at the contracting level, 
buy-in will be low and ultimately affect compliance 
and standardization opportunities.
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•  Sophisticated technology to support 
the large scope of  utilization analysis, 
data gathering, and benchmarking from 
multiple, fragmented sources is essential. 
There is an abundance of  data; but if  it 
is not translatable, there may be missed 
opportunities for savings. 

Dollars left on the table
Having an RGPO allows for contract custom-
ization, compliance/commitment of  multiple 
facilities, and volume-based tiered pricing. Yet, 
there are millions of  dollars left on the table 
if  members fail to buy into the global GPO 
picture, and further, if  non-hospital-owned 
physicians fail to standardize.

Currently the market is dominated by the 
national powerhouses of  group purchasing, yet 

there will certainly continue to be “heightened demands for data avail-
ability, access and standards; price concessions and reductions, increased 
competition from local and regional contracting efforts as well as provid-
er-based consolidated service centers and shared service organizations.”

With the recent mergers resulting in “mega” GPOs, and multiple 
smaller (still powerful) mergers, one wonders, what is the survival rate of  
regional, boutique GPOs created by providers? I propose that if  there 
were a further neo-model with clinical-driven contracting, IT sophistica-
tion, available and transparent data, large volumes to drive prices down, 
larger sharebacks to participants, and consolidated distribution, we would 
see the formation of  a new, tailor-made GPO that finds new ways to gen-
erate cost savings for its membership, and a decline of  niche, boutique, 
provider-owned GPOs.

For an RGPO to remain successful, it must have clinical, business, 
and operational buy-in, to encourage standardization and transparen-
cy. Fortunately, by avoiding some of  the potential pitfalls, GPOs will 
continue to add value and drive healthcare costs down, adding millions 
back to the bottom line of  healthcare institutions. JHC
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HEALTHCARE 
CONSTRUCTION

Capital spending on healthcare construction continues to rise, and the hospital 
building boom shows no signs of  slowing. Meanwhile, the potential challenges that arise dur-
ing the lifecycle of  a medical construction project are as varied as the projects themselves. 

A recent survey found that 60 percent of  health system C-suite leaders report an increase 
in their capital budgets compared to the previous year. About half  of  respondents indicated 
they will be investing some of  these funds on construction and facility renovations. 

As they do so, it’s important to consider how to improve and streamline the design, 
planning and construction process. Unexpected cost, labor and supply chain issues can 
cause major headaches for project leads. This includes how to structure and assemble the 
right project team, how staff  will be impacted when juggling daily responsibilities with 
additional tasks, and equipment planning pitfalls – all of  which are obstacles to keeping a 
project under or within the scope of  a budget.

One of  the things that we have learned through experience is that many of  these 
challenges arise across the board, regardless of  the size of  the project. While bigger 
projects may have a higher level of  complexity in terms of  volume and diversity of  
equipment required for the different service lines, the same considerations for planning 
take place.

Here are a few key considerations and potential solutions to help alleviate these concerns.

Creating the ‘A’ team
Assembling the right integrated project team can be an early challenge in a medical con-
struction project. All of  the necessary stakeholders must be brought together in the begin-
ning stages of  the project. 

By Lance Dobbins

Lance Dobbins is director of  
equipment planning and business 
development for capital and con-
struction services at Premier, Inc. 
Premier’s equipment planning, 
sourcing and analytics platform 
leverages proprietary databases 
with more than 50,000 products 
and specifications focused on capi-
tal equipment needs for existing 
medical facilities, as well as those 
under construction.

No  
Frills  

Necessary
The essential ingredients for success in healthcare construction
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Ideally, key staff  and outside experts – in-
cluding an architect, equipment planner, gen-
eral contractor, clinical engineering, supply 
chain, facilities personnel and a project spon-
sor – should be involved as early as the design 
phase of  the project and continued through 
its completion. This helps with cohesion and 
consistency, and to ensure that things don’t 
get overlooked or missed in the later stages of  
the project. All project team members need to 
work together to achieve the common goal of  
successfully outfitting the new facility or space.

For instance, engaging sup-
ply chain personnel at the end 
of  a medical construction proj-
ect, when the procurement 
process starts, creates hurdles 
in terms of  fully understanding 
how and why specific equip-
ment is slated for purchasing. 
Involving the right folks from 
the start provides added value 
when determining why, how 
and when purchasing decisions 
are made and if  there are ad-
justments that can create cost 
savings opportunities.

 
Being a procurement ‘pro’
The procurement process can be daunting and 
laborious. The time and energy devoted to this 
process takes away from someone’s dedicated 
daily duties and function. Essentially, this per-
son will have to be doing two jobs at once. 
And for large construction projects, which can 
last up to three years, this may affect employee 
morale and burnout.

Streamlined procurement IT platforms can 
help limit these strains by automating the pro-
cess, allowing employees to fulfill their daily 
duties without being overtasked. Look for plat-
forms that have access to tens of  thousands of  
supplies and can do the research and competi-
tive bidding quickly on behalf  of  the team.

Such information can provide the full perspective on affordable, 
high-quality capital equipment options while also providing some of  the 
most accurate price benchmarking in the industry, ultimately increas-
ing a facility’s business intelligence and greatly enhancing the decision-
making process.

 
Effective equipment planning
Delayed deliveries, underestimated supply needs and other unexpect-
ed equipment issues can delay the construction process and result in 
missed deadlines, which drive up costs. As a project progresses, leaders 
often face a change in necessary technology, which can be costly without 
market intelligence. Bringing in an equipment planner early on during a 

construction project can often help identify and resolve potential issues 
before they arise.

Equipment planners can help ensure that operations proceed effi-
ciently and that the healthcare facility avoids costly adjustment through 
change orders or having to overhaul work that has been already com-
pleted because of  potential code violations. Working with supply chain 
professionals, equipment planners can use standardization practices to 
determine what equipment aligns with a hospital or health system’s pref-
erences, preventing the need to re-evaluate an equipment list when it 
comes time for purchasing. Equipment planners also keep vendors ac-
countable, leading to improved delivery times. In our eyes, planning is 
better than reacting.

Healthcare construction is a challenge, but it doesn’t have to be. In-
vesting in solutions that alleviate constraints on human capital, purchas-
ing decisions and operations oversight can help dodge complications in 
the long-term and keep projects within budget and ahead of  time – a 
prescription for success. JHC

Engaging supply chain personnel at 
the end of a medical construction 
project, when the procurement 
process starts, creates hurdles in 
terms of fully understanding how 
and why specific equipment is 
slated for purchasing.
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HIDA  
PRIME VENDOR: Getting the Most from Your Most Important Supplier

By Jeff Girardi, HIDA

Clinical staff may be spending too much time on materials management 
functions, according to recent industry data. While this trend may be a short-term 
labor solution for some healthcare providers, its long-term effects could negatively 
impact organizational efforts to improve cost, quality, and outcomes measures.

A new survey published by Cardinal Health finds that hospitals report better 
supply chain management not only leads to better quality of  care, but supports 
patient safety as well. Although a majority of  respondents rate their supply chain 
processes as “good,” approximately 24 percent of  hospital staff  have seen or 
heard of  expired products being used on a patient, while 18 percent recall an 
instance where a patient was harmed due to a lack of  necessary supplies.

“We commissioned this survey to under-
stand how the supply chain impacts hospital 
staff  across all roles – supply chain administra-
tors, service line leaders, physicians, and nurses,” 
says Scott Nelson, Senior Vice President of  Sup-
ply Chain, Cardinal Health. “We want to ensure 
that supply chain is not only a key business tool, 
but also an essential component in supporting 
patient safety and care.”

Frontline clinicians recognize the potential 
gains in patient satisfaction and safety that 
can be realized from reallocating current time 
spent on inventory management and supply 
chain functions. In fact, physicians and nurses 
currently spend 20 percent of  their average 
workweek – or two hours each shift – on these 
tasks, which is time they would dedicate to pa-
tient care, research and education, or new staff  
training if  given the opportunity.

Financial demands are the single greatest 
challenge facing surveyed organizations. More 
than half  of  administrators rank cost manage-
ment as their number one factor for success. But 
asking clinical staff  to handle manual inventory 
functions instead of  investing in new, automat-
ed, and data-driven supply chain technologies is 
a cost-cutting measure that may not be tolerated 

much longer. According to respon-
dents, improvements are long overdue; 
one-third believe their facility hasn’t in-
troduced a new inventory management 
system in six or more years, while 25 
percent don’t know if  a new system 
has ever been implemented.

“We believe supply chain automa-
tion and analytics are the next frontiers 
for improving care,” says Nelson. Sup-
pliers like Cardinal Health have iden-
tified radio-frequency identification 
(RFID) technology as a valuable re-
source for helping providers automate 
inventory tracking and utilization. In 
addition to inventory holding cost sav-
ings, the technology has been shown to 
reduce labor hours spent on product 
ordering, eliminate overnight shipping 
costs resulting from stockouts, and au-
tomate expiration and recall alerts to 
support patient safety initiatives.

Bottom-line costs almost always 
factor into an organization’s decision-
making process when considering new 
investments. Unfamiliarity with new 
technologies and getting stakeholder 
buy-in also contribute to hospitals’ 
slow adoption of  supply chain pro-
cess improvements. It’s Nelson’s hope 
that providers use these survey results 
to assess how well their inventory sys-
tem supports patient care – Cardinal 
Health launched a free Inventory Man-
agement IQ quiz in conjunction with 
its survey release – as well as to advo-
cate for a healthier supply chain.

“Delivering high-quality care more 
effectively should be a top priority for 
every provider,” Nelson adds. “Every-
one at the hospital plays a role in advo-
cating for a more efficient supply chain 
that allows physicians and nurses to put 
their time to its best use.” JHC

CQO Investment Begins 
with Supply Chain

Scott Nelson, Senior Vice 
President, Supply Chain,  
Cardinal Health

“We want to 
ensure that 

supply chain is 
not only a key 

business tool, but 
also an essential 
component in 

supporting patient 
safety and care.”
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SUPPLY CHAIN
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Thinking about your organization’s inventory management 
process, how would you rate each of the following elements 
of that system?
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Having the right product when needed

Keeping track of recalled products

Managing inventory volume
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Current inventory management processes are good at the basics, 
but there is room to grow regarding cost/enterprise management functions.

Better hospital supply chain management leads to better quality of care 
and supports patient safety, according to a Cardinal Health survey of  hospital staff  
and decision-makers. In fact, 72 percent of  frontline providers (e.g., nurses, doctors) 
consider supply chain management’s role in managing costs, improving patient expe-
rience and satisfaction, and improving quality of  care to be “very important.” 

Despite respondents rating their supply chain processes as “good,” one in 
four hospital staff  have seen or heard of  expired product being used on a pa-
tient, and 18 percent have seen or heard of  a patient being harmed due to a lack 
of  necessary supplies.

The survey found that supply chain tasks are impacting frontline providers. 
Physicians and nurses currently spend, on average, nearly 20 percent of  their 
workweek on supply chain and inventory management. And they don’t like it.

This study was fielded Oct. 19 through Nov. 4, 2016, using an online survey 
methodology. The samples were drawn from SERMO’s Online Respondent Panel 
of  Health Care Providers, a social network that includes over 600,000 medical pro-
fessionals in the United States. The study included 403 respondents total, including 
201 frontline healthcare providers in hospitals, 100 service line leaders in hospitals, 
and 102 hospital/supply chain administrators.

Some other findings:
Approximately what percentage 
of your average work week do you 
yourself spend dealing with invento-
ry and supply chain (e.g. dealing with 
supply chain personnel, locating 
supplies, managing inventory, etc.)?

• Frontline: 17 percent
•  Service line leaders (e.g., direc-

tors of  clinical areas): 30 percent
•  Administrators (e.g., supply chain 

executives, materials managers): 
45 percent

In your current position, have 
you ever experienced/heard of 
others experiencing any of the 
following problems? (Frontline 
providers’ responses.)

•  65 percent: Patients had to wait 
because you didn’t have the right 
supplies available, which impacted 
patient wait times.

•  50 percent: A physician didn’t 
have the product needed for a  
procedure during the procedure.

•  17 percent: A recalled or expired 
product was used on a patient.

•  12 percent: A patient experienced an 
adverse event because you didn’t have 
the right supplies at the right time.

What is one thing that you spend 
time doing in your role that you 
wish you didn’t have to do? (Front-
line providers’ responses)

•  Supply and inventory tasks: 35 percent
• Administrative tasks: 31 percent
• Staffing issues: 10 percent
• Finances/cost-cutting: 7 percent
• Other: 15 percent

Supply chain survey 
Frontline providers value what supply chain does,  
but just don’t want to get too involved themselves

To learn more about the survey, go to  
www.multivu.com/players/English/8041151-cardinal-health-hospital-supply-chain-management-survey.

Thinking about your organization’s inventory management process, 
how would rate each of the following elements of that system?

WE MAKE  
SOME GREAT 

POINTS.

The point is, whatever you’re looking for in a safety needle, 
SurGuard®3 from Terumo has you covered. For more 
information, call Terumo at 800-888-3786 or visit 
terumotmp.com to find your Terumo representative.  

A lot hinges on having the right needles. 
That’s why Terumo’s SurGuard®3 offers
some very convincing benefits.

  Lower price point – 20%* less expensive than the leading 
hinged safety hypodermic product and 40%* less expensive than 
the leading sliding sheath safety hypodermic product

  Fewer SKUs on the shelf – A broad range of sizes makes it 
simpler to standardize with Terumo

  Flexible activation – Three modes to meet clinician styles 
reduces the need for training
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CALENDAR

Send all upcoming events to Graham Garrison, managing editor, at ggarrison@sharemovingmedia.com

AHRMM

AHRMM17 Conference
July 23-26, 2017

Walter E. Washington Convention Center
Washington, D.C.

Federation of American Hospitals

Public Policy Conference & Business Exposition
March 4-6, 2018

Marriott Wardman Park Hotel
Washington, D.C.

GHX

2017 Healthcare Supply Chain Summit
April 24-26, 2017

Gaylord National Resort
National Harbor, Md.

Intalere

2017 Intalere Member Conference
May 15-18, 2017

Walt Disney Swan and Dolphin
Orlando, Fla.

Health Industry Distributors Association (HIDA)

Executive Conference
March 28-31, 2017

Hyatt Coconut Point
Bonita Springs, Fla.

Streamlining Healthcare Conference
Sept. 26-28, 2017

Hyatt Regency O’Hare
Chicago, Ill.

HealthTrust

HealthTrust University Conference 2017

July 17-19, 2017

Las Vegas, Nev.

HealthTrust University Conference 2018

July 23-25, 2018

Nashville, Tenn.

Premier

Annual Breakthroughs Conference and Exhibition

June 27-30, 2017

Washington D.C.

Share Moving Media

IDN Insights West

May 10-11, 2017

Seattle, WA

ANAE Annual Conference

July 10-11, 2017

Marina del Rey, CA

IDN Insights East

Sept. 21-22, 2017

Houston, TX

Market Insights Supply Chain Forum

Nov. 9-10, 2017

Miami, FL
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HEALTHCARE 
LEADERSHIP

By Dan Nielsen, dan@americashealthcareleaders.com 

A key topic I address in the beginning of my new book, Be An Inspira-
tional Leader: Engage, Inspire, Empower, is the difference between inspirational and 
motivational leadership. While the terms are often used interchangeably, there 
are a few key differences, and I believe one leadership style is vastly more effec-
tive than the other in the long run. 

Inspirational leaders are intentional in using their position to inspire, change lives, 
and leave beautiful and lasting legacies. It is amazing to witness the ripple effect of  
a truly great inspirational leader, and in the book I share many first-hand accounts 
of  people who have had the opportunity to work under these leaders. 

Differences between motivational and inspirational leadership
1. External vs. Internal: The first key difference is while motivation is 

typically accomplished through external factors, inspiration is an internal 
force. Wayne Dyer puts it this way: “If  motivation is when you get hold 
of  an idea and carry it through to its conclusion, inspiration is the reverse. 
An idea gets hold of  you and carries you where you are intended to go.”

2.  Duration and Effectiveness: Since inspiration is an internal force, it lasts 
longer and is more effective. Motivation, particularly when connected to a 

system of  external rewards, is 
only effective as long as you are 
able to keep the system of  re-
wards consistent. Inspiration has 
deeper roots; its influence sticks 
with you and propels you further 
than mere motivation can.

3.  People’s Responses: People 
respond to inspirational leader-
ship exponentially better than 
they do to compensation or co-
ercion. People are always more 
eager to do something when it 
is an idea they feel connected 
to and invested in. While exter-
nal forces can be a key motiva-
tor, people will react far better 
to a personal investment. 

Alan Cherry, who contributed some 
excellent comments to the book, beauti-
fully summed up the difference between 
motivational leaders and inspirational 
leaders like this:

“Ultimately, the only thing that sep-
arates inspirational leaders from all the 
rest is that at his or her core, inspiring 
leaders seek to inspire others just as they 
have been inspired …They find reasons 
to stir their followers to action because 
those followers have become inspired 
and can no longer abide inaction.”

How do you lead? Do you depend 
on a system of  compensation and co-
ercion, or do you inspire, leading the 
people in your organization to genu-
inely desire to accomplish the same 
mission? I encourage you to evaluate 
your leadership style and remember 
that true inspirational leadership is 
vastly more effective and impactful 
than any external motivators. JHC

Effective Leadership: 
Motivational or  
Inspirational

Copyright © 2017 by Dan Nielsen – www.americashealthcareleaders.com
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UNDERSTANDING 
MACRA

By David Thill

MACRA stands for the Medicare Access and CHIP Reauthorization Act 
of  2015. It repeals the Medicare Sustainable Growth Rate – or SGR – methodol-
ogy for updates to the Physician Fee Schedule (PFS). It replaces SGR with the 
Quality Payment Program, whose focus is on the quality, rather than the quantity, 
of  services provided to patients.

Providers can be part of  the Quality Payment Program if  they bill Medicare 
more than $30,000 a year and provide care for more than 100 Medicare patients 
a year, and are a physician, physician assistant, nurse practitioner, clinical nurse 
specialist, or certified registered nurse anesthetist.

The Quality Payment Program com-
prises two parts:

•  MIPS, or the Merit-based 
Incentive Payment System 
(for practices participating in 
traditional Medicare Part B).

•  Advanced APMs, or advanced 
Alternative Payment Models 
(which provides added incentives 
to clinicians for taking on some 
risk related to patients’ outcomes).

Practices that elect to take part in 
MIPS must report on specific qual-
ity standards – which replace the 
former Physician Quality Reporting 
System, or PQRS – in order to earn 
a payment adjustment.

This quality component is one 
of  four evidence-based categories in 
which physicians must submit infor-
mation to the Centers for Medicare 
and Medicaid Services to qualify for 
payment adjustments under MIPS. At 
60 percent of  the evaluation, quality 
carries the most weight when CMS 
calculates adjustments.

The other categories include ad-
vancing care information – which ac-
counts for 25 percent – and improve-
ment activities, which accounts for 15 
percent. Additionally, physicians are 
expected to report on a fourth cat-
egory, cost, in 2017. But cost will not 
be used to calculate payment adjust-
ments until 2018.

Practices were allowed to start col-
lecting data as early as Jan. 1, 2017, and 
can choose to begin doing so, for full 
quarter reporting, anytime until Oct. 2, 
2017. All data will need to be submit-
ted by March 31, 2018, and the first 
payment adjustments based on perfor-
mance go into effect Jan. 1, 2019.

MACRA’s  
Biggest Chunk: 
Quality Measures
An explanation of one of the  
legislation’s most crucial components
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Here are some things to know about the 
MIPS quality standards, and how they may 
affect providers.

How the new differs from the old
Whereas the former PQRS was a penalty-only 
“pass-fail” program, MIPS allows physicians 
to earn credit for every measure they report 
on successfully, a spokesperson from the 
American Medical Association told The Journal 
of  Healthcare Contracting. Bonus points can be 
earned if  physicians report through elec-
tronic capture and submission, such as 
through the electronic health record, clini-
cal data registry, quality clinical data regis-
try, or web-interface.

Amy Mullins, M.D., CPE, FAAFP, medical 
director for quality improvement at the Ameri-
can Academy of  Family Physicians, points out 
that the new quality standards under MIPS 
are similar in some ways to the former PQRS 
standards, but there are some key differences. 
Doctors already reported on quality metrics 
under PQRS, and many of  those metrics are 
available to report on in MIPS, she says.

Whereas physicians chose nine quality 
measures to report on under PQRS, MIPS re-
quires them to report on at least six of  271 
available measures. (The CMS website offers 
the full list of  these measures, which can be 
filtered by practice specialty.) At least one of  
these six measures must be an outcome-based 
or high-priority measure.

Another difference Mullins notes is in 
the amount of  reporting for each measure. 
Whereas PQRS required physicians to report 
on 20 patients under each measure, MIPS re-
quires physicians to report on 50 percent of  
the patients they see that qualify for that mea-
sure, regardless of  who their payer is. In other 
words, the MIPS quality measures account for 
more than just Medicare patients.

Mullins notes that under MIPS, physicians 
have a lot of  flexibility to choose the measures 

that are applicable to their prac-
tice. (The CMS website states 
a disclaimer emphasizing that 
MIPS-eligible clinicians are ex-
pected to report on measures ap-
plicable to their practices.) Physi-
cians have few limits on what they 
can or cannot report on, she says.

Nor does Mullins believe the 
changes should affect the way 
doctors deliver their care. Within 
the family physician specialty, for 
example, high quality care was 
already a goal, she says. The dif-
ference will be in how physicians 
collect data now versus how they 
did under PQRS.

Smaller practices may face 
more challenges in collecting the 
data – as was true under PQRS 
– simply because multi-doctor, 
multi-specialty practices typically 
have more infrastructure and sup-

port to assist physicians in data collection and reporting, says Mullins.
Meanwhile, the AMA believes that, while room for improvement re-

mains, MIPS “has already reduced the burden” on physicians by stream-
lining and aligning existing programs.

The challenging part
At press time, one challenge Mullins observes is the absence of  a re-
source – such as some kind of  online data input portal – in which 
physicians can report their measurement data. So, while practices were 
allowed to begin collecting data on January 1, 2017, and can choose 
to begin doing so for full quarter reporting any time until October 2, 
2017 – with a reporting deadline of  March 31, 2018 – “we don’t know 
yet where [the data is] going to go,” says Mullins. “[T]here’s nowhere 
to put it.”

As to whether MIPS will result in better care and better patient out-
comes, as it is intended to do? “That’s the big question,” says Mullins. 
While she hopes it will result in better care, it is too early to tell now. 
“We’ll have to wait and see.”

For a broader view of  MIPS – as well as the full list of  271 quality 
measurements – JHC recommends readers visit https://qpp.cms.gov/
measures/quality. JHC

Whereas 
physicians 
chose nine 

quality 
measures 

to report on 
under PQRS, 
MIPS requires 

them to 
report on at 
least six of 

271 available 
measures.
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INDUSTRY NEWS

Senate confirms Seema Verma as head of CMS 
Seema Verma was confirmed as the new head of  the Cen-
ters for Medicare and Medicaid Services. Verma was Presi-
dent Trump’s pick and is a protégé of  Vice President Pence. 
She was approved by a 55-43 vote, largely along party lines. 
Verma has helped craft expansion plans in Indiana, Iowa, 
Kentucky, and Ohio. Democrats were against Verma’s 
nomination because she was too vague on where she stood 
on specific policies such as drug pricing and lacked any 
formal Medicare experience. They also took issue with her 
support for requiring Medicaid enrollees to pay premiums 
as a condition for coverage. Verma, along with Brian Neale, 
the newly selected director of  the Center for Medicaid and 
CHIP Services, are expected to push Medicaid in a more 
conservative direction in which states could apply for and 
receive waivers to impose work-search requirements and 
lifetime caps on Medicaid enrollment.

Baptist Health to lay off 288 
Baptist Health (Louisville, KY) is laying off  employees 
across its eight markets in Kentucky and southern Indi-
ana. The staff  cuts affect 288 employees across the sys-
tem (about 1% of  Baptist Health’s workforce). Of  the 
288 affected employees, 149 are at the system’s corporate 
headquarters in Louisville, primarily in administrative roles. 
According to the system, Baptist Health is realigning its 
structure to best meet the needs of  its patients and com-
munities within a challenging financial environment.

CHRISTUS Trinity Mother Frances Health  
names Chris Glenney as president and CEO 
CHRISTUS Trinity Mother Frances Health System (Tyler, 
TX) named Chris Glenney as president and CEO. He most 
recently worked as COO of  the integrated healthcare sys-
tem. Glenney succeeds Lindsey Bradley, who left to serve 
as SVP of  group operations and CEO for CHRISTUS’ 
Northeast Texas region.

Boston Medical Center receives $25M  
donation to help launch opioid center 
Boston Medical Center (Boston, MA) received a $25 million 
gift which it plans to use to fight the public health crisis caused 
by drug addiction and the opioid epidemic. The donation to 
BMC will create the Grayken Center for Addiction Medicine, 

named after billionaire investor John Grayken and his wife, Ei-
lene. The hospital is a national forerunner in the establishment 
of  best practices for the treatment of  drug addicted patients. 
The stretch of  road outside its doors is known by locals as the 
“Methadone Mile.” In 2015, an estimated 1,659 deaths were 
related to opioid abuse in Massachusetts.

CVS to use Epic EHR for specialty  
care management programs 
CVS Health (Woonsocket, RI) will use Epic as the EHR 
system for CVS Specialty’s care management programs. 
The transition to Epic will help integrate and improve clini-
cal processes for CVS Specialty, including Accordant, which 
provides care management program services for patients 
with rare, chronic diseases. The announcement this week ex-
pands the company’s use of  the Epic EHR system beyond 
MinuteClinic, which transitioned to the system in 2015.

CDC report: Nation sees a slight gain in colorec-
tal cancer screening in 2015 compared to 2000 
According to data in the CDC’s Morbidity and Mortal-
ity Weekly Report, more adults are getting recommended 
screening tests for colorectal cancer, but not for breast or 
cervical cancers. The nation saw a slight gain in colorec-
tal cancer screening in 2015 compared to 2000 for whom 
screening is recommended, from 33% to 62% in men and 
from 35% to 63% in women. But cervical cancer screen-
ing decreased from 88% to 81% in women ages 21 to 65 
who had not had a hysterectomy. Breast cancer screening 
for women ages 50 to 74 years remained constant (72% in 
2015). For more, visit www.cdc.gov/mmwr/volumes/66/
wr/mm6608a1.htm?s_cid=mm6608a1_w

North Carolina state Department of Health  
exposed patients’ information in email 
The North Carolina state Department of  Health and Hu-
man Services in 2016 sent private patient information to 
adult care homes by unencrypted email. The security lapse 
involved 12,731 Medicaid patients living in adult care homes. 
In late November, an employee sent an unencrypted email 
that included patient names, Medicaid numbers, and the 
homes in which the patients resided. The department no-
tified the U.S. Health and Human Services Office of  Civil 
Rights, and sent letters to patients and their guardians. After 
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the lapse, DHHS changed its procedures, using identification 
numbers in place of  names and Medicaid numbers, a depart-
ment spokeswoman said. The department said there is no 
indication the information was intercepted and has no rea-
son to believe the information was compromised in any way.

WHO releases list of world’s  
12 most dangerous superbugs 
The World Health Organization (WHO) has drawn up a list 
of  the highest priority needs for new antibiotics. It enumer-
ates 12 bacterial threats, grouping them into three categories: 
critical, high, and medium. The 12 bacteria featured on the 
priority list were chosen based on the level of  drug resistance 
that already exists for each, the numbers of  deaths they cause, 
the frequency with which people become infected with them 
outside of  hospitals, and the burden these infections place 
on health care systems. Three bacteria were listed as critical:

•  Acinetobacter baumannii bacteria that are resistant to 
important antibiotics called carbapenems. These are 
highly drug resistant bacteria that can cause a range 
of  infections for hospitalized patients, including 
pneumonia, wound, or blood infections.

•  Pseudomonas aeruginosa, which are resistant to car-
bapenems. These bacteria can cause skin rashes and 
ear infections in healthy people but also severe blood 
infections and pneumonia when contracted by sick 
people in the hospital.

•  Enterobacteriaceae that are resistant to both carbepen-
ems and another class of  antibiotics, cephalosporins. 
This family of  bacteria live in the human gut and 
includes bugs such as E. coli and Salmonella. To read 
more, visit www.statnews.com/2017/02/27/who-list-
bacteria-antibiotic-resistance/.

Bellwether League Inc taps 5 professionals  
as Future Famers for Hall of Fame for  
Healthcare Supply Chain Leadership 
Bellwether League Inc (Schaumburg, IL), the Hall of  Fame for 
Healthcare Supply Chain Leadership, recognized five profes-
sionals for their contributions to supply chain operations during 
the first decade of  their respective careers. The newest Future 
Famers will be recognized during the 10th Annual Bellwether 

Induction Dinner event, scheduled for Monday, October 16, at 
The Embassy Suites by Hilton Chicago-Downtown Magnifi-
cent Mile, which also includes the Bellwether Meeting House & 
Eatery. The Future Famers Class of  2017 includes the following 
individuals who have made significant strides in the healthcare 
supply chain industry early in their employment:

•  Ben Cahoy, principal contract specialist, Sanford 
Health (Sioux Falls, SD)

•  Derek Havens, senior region director, Premier Inc 
(Charlotte, NC)

•  Mark Growcott, Ph.D., manager, supply chain finance 
and strategy, Oschner Health System (Harahan, LA)

•  Karen Kresnik, R.N., director, supply chain value 
analysis & contracting, Nebraska Methodist Health 
System (Omaha, NE)

•  Christine Naughton, communications specialist, sup-
ply and service resource management, Dignity Health 
(Phoenix, AZ)

Former MedAssets CEO John Bardis takes job at HHS 
John Bardis, the founder and former CEO of  MedAssets, was 
named assistant secretary for administration for the U.S. Depart-
ment of  Health and Human Services (HHS). Bardis stepped 
down as CEO of  MedAssets in early 2015. The firm later was 
acquired by Pamplona Capital Management for $2.7 billion.

Premier Inc C-Suite survey finds health system leaders 
focused on managing costs, improved use of data 
A recent Premier Inc (Charlotte, NC) survey found that 
health system leaders are preparing for the changes ahead 
in five key areas, despite industry uncertainty about the fate 
of  healthcare under the Trump administration and a Re-
publican Congress. In priority order, health system leaders 
are focusing on:

• Managing costs, with a focus on drug spending
• Moving from meaningful use to meaningful insights
• Engaging and satisfying consumers
• Shifting toward population health, risk, and scale
• Continuing differentiation on quality and costs

For more about the survey and results, visit www.
premierinc.com/premier-inc-c-suite-survey-health-system-
leaders-focused-managing-costs-improved-use-data-
period-uncertainty.
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OBSERVATION DECK

Although I am writing this in March, I have no doubt lawmakers will still be 
fighting over healthcare reform when you read this. As they do so, I hope – trust – that they 
won’t lose sight of  the ultimate goal, as expressed in the Triple Aim of  the Institute for 
Healthcare Improvement:

• Improve the patient experience of  care (including quality and satisfaction).
• Improve the health of  populations.
• Reduce the per capita cost of  healthcare.

Regardless of  the outcome of  the legislative battle, I’m confident that a few principles will 
remain standing:

•  Fee-for-value will prevail over fee-for-service. Implementing fee-for-value may not be 
pretty, however. We’ll have to improve our measurement and analysis tools. Everybody’s 
talking about IBM’s Watson. Maybe he can help.

•  The concept of  “continuum of  care” will prevail over the old siloed approach to medicine. 
What happens to patients before, during and after their hospital stay or procedure will 
count more than what happens in each of  those venues. 

•  “Population health” will prevail over medicine’s traditional mindset of  responding to 
disease or medical emergencies. The emphasis will be on keeping people healthy, and we 
will increasingly recognize and address the impact of  diet, exercise, poverty, housing, living 
arrangements, crime and more on our health and that of  our neighbors.

Healthcare touches all of  us in a personal way, so no wonder there’s so much contentiousness 
associated with its reform. But the issues of  access to care, affordability of  care and quality of  
care aren’t going to go away. As you have for years, JHC readers will continue to be called upon 
to help find the answers.

Mark Thill

The Good Fight
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