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Representatives from minority-, women-, and veteran-owned 
businesses (MWVBEs) joined with professionals from healthcare provid-

ers, supply chain companies, and healthcare manufacturers this fall at 

Owens & Minor’s 8th Annual Healthcare Supplier Diversity Symposium, 

held in Richmond, Va. 

Owens & Minor has sponsored the symposium for the last eight 

years, with the assistance of the Virginia Minority Supplier Develop-

ment Council, the Healthcare Supplier Diversity Alliance, and the Na-

tional Association of Health Services Executives.

The annual event is intended to explore ways to im-

prove the diversity of the healthcare supply chain, and 

to provide an opportunity for MWVBEs to meet with 

supply chain professionals representing major health 

systems, group purchasing organizations, healthcare 

Diversity symposium brings 
together supply chain players

manufacturing companies and 

industry service providers.

“While in the early years, we 

may have initially approached 

supply chain diversity out of a 

sense of fair play, we now know 

with certainty that improving the 

depth and breadth of the players 

in the healthcare supply chain is 



HOSPITAL SOLUTIONS
You know us for the Miami J.®

You’ll love us for our complete line.

The clinically-proven Miami J Cervical Collar by Össur 

has been a hospital staple for years. But did you know 

that Össur off ers a comprehensive line of non-invasive 

orthopedic bracing products and a portable DVT 

prophylaxis system?

How much can we save you? Find out today! 
Contact the Össur Hospital Specialist at 
(609) 346-1584 for a free cross-referencing 
of your most commonly-used DME. 

TEL (800) 233-6263
FAX (800) 831-3160
WWW.OSSUR.COM

FOLLOW ÖSSUR ON

Lower Extremity
Bracing

Knee Bracing

Upper Extremity
Bracing

DVT Care®

DVT Prophylaxis

Hospital Solutions JHC 0114.indd   1 1/5/14   4:13 PM



January 2014 | The Journal of Healthcare Contracting6

TrENDS

a business imperative and a potential 

source of mutual business opportuni-

ties,” said Owens & Minor Chairman 

and CEO Craig R. Smith. 

Symposium participants heard 

from a range of speakers. A panel of 

professionals who serve on various 

boards of directors discussed ways to 

encourage companies and other or-

ganizations to embrace diversity as a 

business imperative. A second panel 

featured senior leaders from Novant 

Health, the board of Bon Secours Bal-

timore Health System, Premier Health-

care Solutions, and Catholic Health 

Partners, who debated the particular 

challenges faced by a health system 

in trying to improve the diversity of 

the healthcare supply chain.  JHC

Diversity awards
a highlight of this year’s Healthcare Supplier Diversity Symposium was the presentation of the annual 

Earl G. reubel award, which Owens & Minor established to honor the life and legacy of the late Earl G. 

reubel, who co-founded Kerma Medical Products, Inc., with his wife Joyce Kershaw.  This year the award 

was given in three categories – entrepreneur, healthcare system, and civic leader.

Entrepreneur: 
•  Winner: akhil agraawal, 

President, american  

Medical Depot.

•  Runner up: Mary Harroun, 

CEO, Merry Walker Corporation.

Hospital or  
healthcare system:
•  Winner: university of 

Maryland Medical System.

•  Runner up: Catholic  

Health Partners.

Civic leader: 
•  Winner: Darrel Mogilles, 

assistant vice president, 

purchase service contracts and 

supplier diversity, HealthTrust.

•  Runner up: rosalyn Carpenter, 

director, supplier diversity, 

Catholic Health Initiatives.
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Tomorrow’s
 Provider

Contracting executives 

are looking ahead to 2014 

and wondering what  

their hospital or health 

system will look like.  

Will physicians trend 

toward independent 

practices, or become 

employees of hospital 

systems? What alignment 

models will work best  

for IDNs? How can  

IDNs best navigate  

the new marketplace? 
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Is the independent physician practice a relic of the 
past, or a viable model for the future? It may depend on 

your perspective. 

Two studies – one by the American Medical Associa-

tion and the other by the Deloitte Center for Health Solu-

tions – agree that hospital acquisition of physician prac-

tices is picking up. But whereas the AMA emphasizes the 

continuing strength of private practice medicine, Deloitte 

leans toward the inevitability of hospital ownership.

The AMA study shows that the percentage of physi-

cians who were practice owners in 2012 decreased 8 per-

centage points from 2007-2008. But despite the increase 

in hospital employment, more than half of physicians 

(53.2 percent) remained self-employed in 2012, and 60 

percent worked in practices wholly owned by physicians. 

Only 23 percent of physicians worked in 

practices that were at least partly owned 

by a hospital, and another 5.6 percent 

were directly employed by a hospital. 

Meanwhile, the Deloitte Center for 

Health Solutions’ 2013 survey of U.S. phy-

sicians cites data showing that two path-

ways to hospital employment are trend-

ing upward: 1) acquisitions of medical 

groups (139 percent growth in deals from 

2010-2011), which can lead to employ-

ment; and 2) direct employment (45 per-

cent growth from 2000-2010). Sixty-six 

percent of respondents expect physician-

hospital integration to increase in the 

next one to three years.

“Increasing physician-hospital employ-

ment is a hot topic in health care, even 

though it has been occurring in waves 

for the past 30 years,” according to the 

authors. This latest cycle is different, 

though, and is mainly a response to the 

structural changes taking place in the 

U.S. health care system, specifically: 

•  Delivery model transformation 

driven by the government and the 

Affordable Care Act.

•  Physicians’ generational attitude 

shifts regarding work-life balance 

and loss of compensation due to 

reimbursement cuts.

Healthcare reform initia-

tives around avoidable read-

missions, bundled payments, 

and value-based purchasing 

call for a closer and interde-

pendent working relation-

ship between hospitals and 

physicians, according to De-

loitte. Hospitals depend upon 

physicians for care delivery 

and patient volumes, while 

a growing number of physi-

cians depend upon hospitals 

for stable employment and 

income preservation.

Dueling Data
What’s next for the independent practice?

“Hospitals 
need to 
identify, 
employ, 

and align 
with the 

right 
physicians 

or risk 
being left 
behind.”
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Why it will work this time around
This time around, hospitals will be more successful in incorporating 

their newly acquired practices than they were 20 years ago, pre-

dicts Deloitte. They have to be.

“The 1990s wave of physician-hospital consolidation, driven by 

health plan capitation and the creation of integrated delivery sys-

tems, ended for many with divesture due to hospitals’ struggles to 

effectively incorporate physicians into their organizations,” accord-

ing to the authors. The deals of 20 years ago were characterized by: 

•  Lack of integration. Newly combined organizations failed to align 

structure, governance, leadership, and care delivery models.

•  Poorly structured compensation packages. Physicians were 

not always incentivized to meet organizational goals. 

•  Financial challenges. Many hospitals that acquired medical 

groups struggled with physician profitability. 

•  Regulatory complexities. Regulators increasingly targeted 

physician-hospital relationships for compliance with Stark 

and anti-kickback laws. (This is still happening, according to 

the authors.)

“There also was a general lack of understanding in the 1990s 

that the hospital enterprise and the physician practice enterprise 

operate under different business models (e.g., billing, staffing, rev-

enue) and have some different regulatory requirements,” according 

to the study’s authors. “This time around, hospitals cannot afford to 

fail, because the need to integrate and the competition for essen-

tial physicians are heightened by the health care system’s overall 

transformation. Hospitals need to identify, employ, and align with 

the right physicians or risk being left behind.”  JHC

To read the AMA study, “Policy Research Perspectives: New Data On Physician Practice Arrange-
ments: Private Practice Remains Strong Despite Shifts Toward Hospital Employment,” go to  
http://www.ama-assn.org/resources/doc/health-policy/prp-physician-practice-arrangements.pdf

To read the Deloitte Issue Brief, “Physician-hospital employment: This time it’s different,” go to  
http://www.deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/Center%20for 
%20health%20solutions/us_lshc_PhysicianHospitalEmployment_090313.pdf

Medical groups are a growing 

acquisition target for hospitals 

and IDNs. Recent activity shows: 

•  Medical group acquisition 

deals by all acquirers grew  

32 percent from 2008-2012.

•  Medical group acquisition 

deals by hospitals and IDNs 

grew 139 percent from  

2010-2011.

•  Hospitals and IDNs represented 

51 percent of medical group 

acquirers in 2011.

•  Medical group acquisitions 

declined 37 percent from 

4Q12 (19 deals) to 1Q13 

(12 deals), although deals 

declined in all healthcare 

sectors during this traditionally 

slow M&A time period.

Source: Deloitte Center for 

Health Solutions

Acquisition trends



JHC
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Physician practices of the 
past followed these principles 

to success:

• High volume.

• High compensation.

• High independence.

But those of the future might 

very well adhere to a different 

set of principles:

• Great outcomes.

• Great compensation.

• Great partnerships.

Welcome to the new normal. 

From volume  
to value
“Successful private physician 

practices will continue to sur-

vive long-term, but not without 

aligned and/or more formal 

relationships with hospitals/

health systems and third party 

payers,” says John Lutz, FACHE, 

FACMPE, managing director, 

Huron Healthcare, who spoke 

at the 2013 MGMA Annual Con-

ference about the alignment 

strategies physician practices 

must adopt in order to ensure 

their long-term survival. Chicago-based Huron Healthcare is a 

healthcare consulting organization. Lutz himself has 18 years expe-

rience leading a multispecialty practice and 10 years experience on 

the acute-care health systems side.

Entitlement programs, such as Medicare and Medicaid, are fo-

cused on reducing their costs as they cover a greater portion of the 

population, says Lutz, who was CEO of a multispecialty practice in 

Albany, N.Y., for 18 years. “Physician practices – particularly primary 

care practices, which are responsible for ‘covered lives’ – are now 

gaining acquisition popularity as hospitals, health systems and 

insurers all try to capture greater market share. Many payers have 

spent significant time and resources trying to identify the lowest 

cost physicians with satisfactory outcomes to create ‘narrow net-

works’ to hedge their bets against those physicians deemed to be 

more costly to them.”

Making the transition from “volume to value” calls for physician 

practices to change many things about the way they operate, he 

says. They must assume some risk for clinical outcomes, build pop-

ulation-health-management capabilities, and move from a “consol-

idated practice” status to a “clinically integrated” one. 

Many shades of alignment
Pursuing partnerships will be key to achieving scale and integra-

tion, he says, pointing to three core aspects of alignment: clinical, 

economic and market:

•  Clinical alignment addresses the need for significant improve-

ments in care coordination, referral management and patient-

focused initiatives, such as patient-centered medical homes. 

•  Economic alignment addresses the need for developing fi-

nancial incentives that reward physicians for providing care in 

No Doctor is an Island
Alignment is key to success
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the right place, at the right time and at the 

most appropriate cost (often referred to as 

the “triple aim.”).

•  Market alignment addresses the need to 

ensure that patients have ready access to 

the most appropriate level of care within 

a reasonable geographic proximity. Such 

alignment brings together physicians 

and other advanced practice providers 

in primary care and specialties, based on 

community or market need; and provid-

ers in the market are structurally aligned 

to ensure that patients can transition 

without major disruption in their care. 

Example: A physician wants to admit his 

or her patient to the local hospital; the 

local hospital has access to the physi-

cian’s notes, patient medication lists and 

diagnostic studies, eliminating the need 

to duplicate them.

Physicians and hospitals
It’s no secret that hospitals are a prime target for many physi-

cians seeking alignment. In many cases, those physicians are 

becoming employees. 

“Employment is by far the most commonly occurring alignment 

relationship,” says Lutz.  More than half of the physician groups re-

sponding to MGMA surveys are now employed by their local hospi-

tal or health system. Typically, the physician practice sells its assets 

to the hospital or health system, and the physicians become em-

ployees of the provider or a related corporate entity. The physician 

is paid a salary and largely gives up his or her independence and 

administrative decision-making responsibilities.

But physician/hospital alignment can take on other forms as 

well, says Lutz. One is a structured engagement, such as a profes-

sional services agreement, or PSA, in which the hospital or health 

system leases the services of 

the physician practice, based 

upon a mutually agreed upon 

budget. The hospital or health 

system may or may not acquire 

the practice assets. In this 

model, the physician practice 

remains intact and allows the 

physician owners to continue 

to make decisions without be-

ing employed. Some physician 

practices do this in advance or 

in lieu of employment.

Another model is clinical 

co-management, in which the 

physician practice becomes  

Organizations that are positioned to suc-
cessfully manage value-based contracts 
have the following characteristics:

•  Full physician engagement and alignment.
•  An unwavering focus on patient-

centered care.
•  Ability to establish, operationalize, and 

enforce a standard of care across the 
health system.

•  Ability to rationalize care across the 
system to gain the best results.

•  Ability to manage care across  
the continuum.

•  Clear roles and accountability for physicians 
in management positions among 
otherwise independent physicians.

Making value-based  
contracts work
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responsible for a specific clini-

cal discipline in conjunction 

with the hospital or health sys-

tem. Often, the physician prac-

tice is paid for its administra-

tive time and may be rewarded 

if mutually agreed-upon goals 

are met.

Many hospitals and health 

systems offer business services 

– e.g., information technology, 

billing, coding, human resourc-

es, etc. – to smaller physician 

practices to assist them in 

keeping their overhead down. 

“Unfortunately, most hospi-

tals and health systems do not 

have the expertise to success-

fully manage these services, 

and physicians usually end up 

spending more money than it 

is worth to them,” says Lutz.

The most recent alignment 

strategy has been the clinically 

integrated network, or CIN, 

in which physician practices, 

hospitals and health systems 

come together for the purpose 

of negotiating with payers and 

improving clinical alignment; 

and optimizing information 

A co-management agreement differs from hospital employ-
ment in that it involves a group of physicians and takes a 
team-based approach to managing specific aspects of patient 
care delivery. What makes these agreements unique is that 
compensation can be structured so that a portion is “at-risk” 
and based on the achievement of predetermined outcomes, 
while a second portion is for administrative duties. If the out-
come goals are achieved, physicians receive the associated 
compensation. But if they are not, physicians do not receive 
the compensation.

Upside for doctors: Alignment is based on services; 
doesn’t require direct employment. Allocates effort and re-
ward among groups. 

Downside: Leverages revenue and income on two parties 
directly. Is not “permanent,” as an employment arrangement.

Alignment model: Co-management

flow, care management and financial performance; yet remaining 

autonomous business entities.

Making the transition
The path toward alignment won’t be easy, says Lutz. “Most physi-

cians and their staff members work very hard every day to ensure 

their patients get the best care possible. It is very hard to redesign 

how you do work while you are doing it.” It’s like transforming a bi-

plane into a jet while still flying, he says.

“It is my sense, from leading a multispecialty practice for 

18 years, that most practices understand the concepts but do  

“It is very hard to redesign how you do 
work while you are doing it.”
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not have the staff ‘bandwidth’ 

to successfully make it hap-

pen. Many practices, hospitals 

and health systems that have 

successfully made the trans-

formation have had to use 

outside resources.”

The good news is, tomor-

row’s doctors may be better 

equipped than today’s vet-

erans to make the necessary 

transition. “My oldest daughter 

is a fourth year medical student 

and has been well prepared for 

what to expect in the future,” 

says Lutz. “Her medical school 

has been bringing internal and 

external experts into classes 

throughout her training to 

help prepare them.” JHC

PSAs provide a viable alternative to physician employment by establishing an independent-con-
tractor-type of relationship between the hospital and physician, whereby the physician is paid 
compensation to provide services that are beneficial to the hospital. Examples:

• Medical director agreements.
• Coverage agreements. 
• Hospital-based service agreements. 
• Leased employee agreements. 
• Foundation model arrangements. 

Upside for doctors: Physicians preserve a modicum of practice independence and future 
strategic options.

Downside for doctors: Potential conflicts around locations of practice.

Alignment model: Professional service agreements

Includes variations of strategies that meet the legal definition 
of employment. Can be applied in a variety of ways and often 
incorporates many of the other strategies as part of the em-
ployment agreement. Examples include: 

• Individual employment agreements.
• Large single-specialty group employment.
• Formation of multispecialty groups and foundations. 

Upside for hospitals: Large primary care network provides 
key to accountable care organizations and defense against 
competition. 

Upside for doctors: Salary guarantees; better work/
life balance; avoidance of administrative burden of an 
independent practice.

Downside for doctors: Perception of loss of control, 
“anchoring” on one health system partner.

Alignment model: Employment
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For hospital systems, acquir-
ing physician practices makes 

sense for a lot of reasons. It’s a 

way to capture a primary care 

access point, and to ensure the 

“loyalty” of physicians to the 

IDN. It makes sense for physi-

cians too, particularly for those 

who want to hand off the finan-

cial responsibilities of running 

a practice. The key question 

for hospital systems is, Does it 

make sense financially? 

VHA Inc., the national health 

care network, has added a new, 

web-based offering to help 

member hospitals analyze and 

improve the revenue and prof-

itability of acquired physician 

practices. It’s called Physician 

Downstream Analyzer, and is 

part of VHA’s Physician Strategies 

and Services consulting service. 

Analytical  
tools needed
Hospital executives interested in 

improving the financial perfor-

mance of their acquired physician  

practices lack analytical tools to help them measure the true impact 

a physician has on revenue and profitability in the health system, 

according to VHA.

“Many hospitals endure operating losses after acquiring a physi-

cian practice based on the assumption that the physician down-

stream revenue can make up for the direct losses,” says Don Hicks, 

vice president, VHA Physician Strategies and Services. “Using the 

Downstream Analyzer, along 

with VHA advisory and consult-

ing services, the guessing game 

turns into precise revenue track-

ing and forecasting using evi-

dence-based analytics.”

The tool, developed by Salt 

Lake City, Utah-based Equation 

Consulting, integrates hospital 

and physician office billing data 

at a patient level. 

Research suggests that health-

care organizations can generate 

an enterprise-wide profit en-

hanced by acquiring physician 

practices, “but until the Down-

stream Analyzer, there hasn’t 

been a way to tie to the finan-

cial numbers,” says Hicks. The 

big reason is that the hospital’s 

IT system typically differs from 

that of the acquired physician 

‘Physicians are 
drawn to the 

right numbers 
to drive the right 
behavior. This is 
the good news 
about what’s 
happening to 
healthcare in  

the future.’

Physician practice acquisition: 
A good deal or not?
Tool helps IDNs evaluate the profitability of the practices they’ve purchased
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practice, which differs from 

that of the organization’s skilled 

nursing facilities, which differs 

from that of the radiology de-

partment, etc. “Most frequently, 

none speak to each other,” he 

says. Given that, it’s almost im-

possible for the IDN to gather 

what Hicks calls “longitudinal 

information” on each patient, as 

that patient moves through the 

system. Downstream Analyzer 

“creates a master patient index 

on steroids,” which [yields] lon-

gitudinal information on each 

patient, each doctor, each lo-

cation, each date, each service 

line,” he says. As a result, the or-

ganization can tie downstream 

revenues to its financials.

The data can help IDN CEOs 

get hard data on the financial 

performance on their acquired practices, and it can help physicians 

improve their performance, says Hicks.

Right numbers drive right behavior
“It gives the medical group a rich data repository, so they can slice and 

dice information across location, by doctor, by service line, etc.,” he 

says. It lets physicians know 

from a business perspective 

where their business is com-

ing from, and can link it to 

the organization’s general 

ledger. Physicians respond 

well to data, being trained 

in the scientific method, 

says Hicks. Combined with 

clinical outcomes informa-

tion, Downstream Analyzer 

sparks physician’s competi-

tive nature. “Physicians are 

competitive, and they have 

been their entire lives. They 

are drawn to the right numbers to drive the right behavior. This is the 

good news about what’s happening to healthcare in the future.”

But data alone won’t change actions. Physicians have tradi-

tionally been independent thinkers; they don’t like to be on the 

bottom of the pyramid, fielding directives from those above 

them, says Hicks. That’s why hospital administrators must move 

away from the pyramid model of doing things, and instead,  

invite physicians to the proverbial oval table.

“There is a huge need to involve physicians in the leadership 

of both clinical management and financial management,” says 

Hicks. “Hospital CEOs need to work with doctors not by edict, 

but by influence. If you have the information, share it with physi-

cians, and they will get onboard.”

But it won’t happen overnight. “This is not a one-size-fits-all 

solution. It’s an educational process. People are busy doing other 

things; it could be a two- to five-year process.  JHC

“Hospital CEOs need to 

work with doctors not by 

edict, but by influence.  

If you have the  

information, share it with 

physicians, and they will  

get onboard.”
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Data indicates that hospital systems can lose as much as $150,000 to $250,000 per year over the 
first three years of employing a new physician. But that doesn’t necessarily mean the acquisition 
was a bad deal, says Don Hicks, vice president, VHA Physician Strategies and Services. That’s true 
for a number of reasons, with these three being the primary ones:

There are other reasons physician practices can quickly lose some of their profitability after being 
acquired by a hospital system, including:

Profitable or not?

•  Ancillary services. One 
of the first things hospital 
systems do after acquiring 
a physician practice is strip 
out ancillary services (e.g., 
imaging, lab, infusion ther-
apy, etc.) and incorporate 
them into the hospital’s 
ambulatory operations. 
The dollars may still be 
flowing, but the revenues 
are no longer attributed to 
the physician practice. 

•  Employee benefits. 
Hospital systems are 
typically more generous 
than physician practices 
in terms of the benefits 
packages they offer their 
employees. So, in one 
fell swoop, the benefits 
packages for the staff of 
acquired practices go up, 
making the practice’s prof-
itability go down.

•  Electronic medical  
records. IDNs often 
switch newly acquired 
physician practices to the 
electronic medical re-
cords system being used 
by their existing prac-
tices. “Any major change 
like that creates an imme-
diate hiccup in terms of 
productivity,” notes Hicks.

•  The IDN overpays for 
the practice, often for 
“goodwill.” (The fact is, 
this happened much 
more frequently in the 
1990s, that is, during 
the last wave of hospital 
acquisitions of physician 
practices, than it does 
today, says Hicks.)

•  Physicians’ productivity 
historically drops when 
they become employees. 
That’s true unless the IDN 
can construct ways to keep 
them as productive as they 
were prior to the acquisition.

•  Productivity of older 
physicians wanes. Without a 
strong recruitment program, 
there may be slippage in 
terms of the revenue of 
acquired practices.

•  The hospital/IDN 
bureaucracy is inherently 
bigger than that of most 
physician practices, adding 
costs to the equation.  
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Oregon: Salem Health whittling 
down merger options
Seven larger healthcare organizations interest-

ed in a partnership or merger are courting Sa-

lem Health (Salem, Ore), according to reports. 

While Salem Health declined to identify its 

suitors, it has been suggested by inside sourc-

es that Legacy Health (Portland, Ore.) and Dig-

nity Health (San Francisco, Calif.) have emerged 

as two very strong contenders. PeaceHealth  

IntheHeadlines
Hospital and health system news from across the country

Editor’s note: The following news has been compiled by Major Accounts Exchange (The MAX), health 
care’s leading provider of real-world intelligence for the supply chain. The MAX serves as a Supply Chain 
“Community” where senior-level executives can easily Find, Digest, and Act on vital business and mar-
ket intelligence. For the latest news impacting the supply chains of over 1,200 IDNs and all the GPOs, 
visit http://www.uslifeline.com/

(Bellevue, Wash.) acknowledged that although 

it is interested, it was not invited to enter into 

negotiations with Salem Health. 

Maryland: Upper Chesapeake 
Health merges with University of 
Maryland Medical Systems 
Upper Chesapeake Health System (UCHS) (Bel Air, 

Md.) completed its merger with University of Mary-

land Medical Systems Inc (UMMS) (Baltimore, Md.), 
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ending a process that took four years to com-

plete. Upper Chesapeake Health is now known 

as University of Maryland Upper Chesapeake 

Health, Harford Memorial Hospital (Havre de 

Grace, Md.) is now Univer-

sity of Maryland Harford 

Memorial Hospital, and 

Upper Chesapeake Medi-

cal Center (Bel Air, Md.) is 

University of Maryland Upper Chesapeake Medi-

cal Center. The hospitals will become subsidiaries 

of UMMS and will adopt the system-wide brand 

and colors of UMMS. Lyle Sheldon, president and 

CEO of UCHS, will serve as a member of the UMMS 

senior leadership team and will become an em-

ployee of UMMS. The merger is expected to help 

lower costs, improve quality, and deliver better 

long-term outcomes for 

patients and payers. Up-

per Chesapeake Health 

cited the need to expand 

medical services, recruit 

more physicians, gain access to capital to finance 

the hospital’s growth and expansion, and sustain 

corporate services as the primary factors behind 

the merger. 

• Bryan Health (Lincoln, NE)

•  Columbus Community Hospital  

(Columbus, NE)

• Faith Regional Health Services (Norfolk, NE)

•  Fremont Area Medical Center (Fremont, NE)

•  Great Plains Regional Medical Center 

(North Platte, NE)

•  Mary Lanning Memorial HealthCare 

(Hastings, NE)

•  Nebraska Medical Center (System)  

(Omaha, NE)

• Methodist Health System (Omaha, NE)

• Regional Health Services (Rapid City, SD)

Together, the organizations represent nearly half of all inpatient care in Nebraska, which will allow the 

group to negotiate better prices with insurers and suppliers. JHC

Nebraska: Hospitals to form provider network
Nine Nebraska hospitals and health systems signed a LOI to form a provider network designed to lower 

costs, improve care coordination, and offer an alternative to Catholic Health Initiatives’ (Englewood, CO) 

Alegent Creighton Health System (Omaha, NE). The nine hospitals include: 

The hospitals will become subsidiaries of UMMS and 
will adopt the system-wide brand and colors of UMMS. 
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By robert T. yokl

VAluE ANAlySIS

If you would think about it, supply chain professionals 
can’t control every aspect of your hospital’s supply chain budget. 

Yes, you can obtain the best pricing for what your department 

heads and managers are buying and you can encourage them to 

standardize as much as possible and cut down on their waste, but 

ultimately they must be responsible for their own supply chain 

cost. We have discovered this little known fact in our own utiliza-

tion management practice after working with hospitals, systems 

and IDNs for 27 years.  We call this “Creating a Culture of Ownership” 

that we believe can truly ring the towel dry in your supply chain 

expense savings if you decide to change the way you do business. 

This point of view is espe-

cially true now that no one has 

time to participate in your value 

analysis team meetings or do 

the hard work outside your VA 

meetings where the real work 

is done. It’s only going to get 

harder to get your department 

heads and managers to partici-

pate in your value analysis pro-

gram considering the demands 

put on them with the new reg-

ulations of the Affordable Care 

Act.  However, budget control 

is still one of your department 

heads and managers’ primary 

responsibilities that needs to 

be redoubled in this era of re-

duced reimbursement. 

Create a Culture  
of Ownership
It’s ultimately your department heads and manager’s  
job to be responsible for their supply chain expenses

Make sure that the savings 
ideas you recommended are 

implemented and are sticking 
when your review your next supply 

chain expense quarterly report. 
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VAluE ANAlySIS

Here’s how supply chain manag-

ers can complement, supplement and 

enlarge your department heads and 

managers’ ownership and visibility 

over their supply chain expenses.

Provide your department heads 

and managers with a supply chain 

expense quarterly report (figure 1) of 

their supply chain expenses favorable 

and unfavorable patterns, trends and 

anomalies in their supply streams. 

Point out areas where they need 

to reduce the utilization of the com-

modities they are buying and then 

offer to assist them in making the 

savings happen. Note: graphs and 

charts work best when presenting 

this data to them. 

Make sure that the savings ideas 

you recommended are implemented 

and are sticking when you review 

your next supply chain expense quar-

terly report.  Then, repeat this cycle 

all over again. 

This is what one our client’s sup-

ply chain manager does quarterly. 

He actually sits down with his de-

partment heads to review their 

supply chain expense reports and 

then gives them guidance on how 

to rein in their cost. On the depart-

ment level we have seen for in-

stance, laboratory managers see-

ing the data for the first time that 

their reference lab test’s utilization 

was beyond acceptable limits, re-

duce these expenses by $500,000 

or more within three months when 

they took ownership over the sup-

ply chain expenses.  

The reason we are seeing this new 

supply expense management tactic 

working at every size healthcare or-

ganization where we are retained to 

provide these reports, is that their 

department heads and managers 

don’t have a clue that their supply 

chain expenses are out of line before 

they are presented with their sup-

ply chain expense quarterly reports. 

Once they do, 98% want to rein in 

their supply chain expenses. How’s 

that for a batting average? JHCFigure 1: Supply Chain Expense Quarterly Report (Sample Chart)

Point out 
areas where 
they need to 

reduce the 
utilization 

of the 
commodities 

they are 
buying and 

then offer to 
assist them 
in making 

the savings 
happen.
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