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Mark Thill

editor’s note

It was a tough winter. Healthcare reform launched inauspiciously. Questions were raised (by a 
RAND Corp. report released in early March) about the promise of  value-based purchasing to 
improve care and lower costs. The weather was lousy. And the Chicago Bulls (my local team) 
lost Derrick Rose for a second season because of  an injury – this time, his right knee.

But there were bright spots. One I’d like to draw your attention to is the release of  a series 
of  “High Value Care” case studies from the American College of  Physicians, intended to help 
clinicians understand the benefits, harms and costs of  tests and treatment options for common 
clinical issues, so they can pursue care that improves health and eliminates wasteful practices. 
(Those are ACP’s words, not mine.)

doctors are speaking your language

“Doctors and other healthcare professionals can use 
these case studies to learn how to balance the clinical ben-
efits of  diagnostic and treatment options with harms and 
costs, with the goal of  improving patient outcomes,” Cyn-
thia D. Smith, MD, FACP, ACP’s senior physician educator, 
was quoted as saying. 

The interactive case studies offer clinicians the opportu-
nity to earn free continuing medical education credits and 
ABIM Medical Knowledge (MOC) points, and cover the 
following five topics:

• Avoid unnecessary testing.
• Use emergency and hospital level care judiciously.
•  Improve outcomes with health promotion  

and disease prevention.
• Prescribe medications safely and cost-effectively.
• Overcome barriers to High Value Care.

The Journal of  Healthcare Contracting has reported 
on “Choosing Wisely,” an initiative of  physician spe-
cialty societies that identifies tests and procedures that 
are commonly used, but not always necessary. And we 
hope you caught last year’s Executive Interview with  

Susan Skochelak, MD, the American Medical Associa-
tion’s group vice president for medical education, who 
told us that tomorrow’s physicians are going to have a 
deeper understanding than their predecessors of  the fi-
nancial impact of  their decisions.

Balancing the effectiveness and cost of  clinical deci-
sions is good news for contracting executives…and for the 
U.S. healthcare system. We all know the significant barriers 
that stand in the way, including fears of  malpractice as well 
as the desire by physicians to do everything they possibly 
can for the good of  their patients. 

And yes, a study published in the January 2014 issue of  
Health Affairs showed that among 503 orthopedic attending 
physicians and residents at seven academic medical centers, 
just 21 percent of  the attending physicians correctly esti-
mated the cost of  commonly used orthopedic devices, and 
just 17 percent of  the residents did so. 

However, more than 80 percent of  those physicians 
and residents said that cost should be “moderately,” “very” 
or “extremely” important in the device selection process.

With all this going on, we have cause for hope that 
doors will open for more constructive dialogue between 
physicians and contracting executives.
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HealtHcare reform navigation

the affordable care act: a primer

Enter the Patient Protection 
and Affordable Care Act, or ACA. 
The ACA was signed into law on 
March 23, 2010. After much de-
bate regarding its constitutional-
ity, it was upheld by the United 
States Supreme Court on June 
28, 2012. Many of  the provisions 

Supply Chain success in a post-reform healthcare market depends on a lot of  factors, including a fundamental and thorough understanding of  
the foundation of  healthcare reform. This is part of  an ongoing series designed to help The Journal of  Healthcare Contracting readers 
understand the implications of  reform.

The current rate of healthcare spending in the United States is 
unsustainable. Healthcare is currently growing at a rate faster than 
our economy. In 2011, it accounted for 17.9 percent of  our coun-
try’s Gross Domestic Product, equaling an annual spend of  $2.7 
trillion. If  we stay on this current path, healthcare spending is pro-
jected to grow to over $4 trillion and will be 20 percent of  the 
United States economy by the year 2021. 



healthcare reform navigation
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for the new law began when it was passed in 2010, with more  
changes forthcoming.

Many viewed last year’s poorly executed rollout of  the online insur-
ance exchanges as a failed ACA. In fact, that only affected one com-
ponent of  the law – the individual mandate for people to have cover-
age – and that was extended to the end of  March 2014. In short, the 
overall goals of  the Affordable Care Act remain the same: To improve 
the quality of  care in our country while reducing the waste and costs 
associated with that care. 

changes to health insurance
With 50 million – or 16.3 percent – of  our population uninsured or 
underinsured, lawmakers determined there must be significant changes 
to the coverage available and how we 
acquire health insurance as a nation. 

In 2010, immediately following 
the ACA being signed into law, insur-
ance providers had to begin limiting 
the use of  annual caps for coverage, 
meaning they could no longer cap 
how much a patient can use in a giv-
en year. For patients with preexisting 
conditions, companies could no lon-
ger turn down children, and they were required to create high-risk 
pools for adults, providing coverage for those who did not have 
access in the past. 

The law calls for all Americans to have insurance or pay a fee. Small 
businesses were scheduled to be given tax credits to cover costs for 
their employees, beginning in tax year 2010. Uninsured or underin-
sured patients were given the opportunity to purchase guaranteed cov-
erage through exchanges, or online marketplaces. For those patients 
who cannot afford care, state and federal governments are working 
together to expand Medicaid programs. 

The result could be as many as 32 million newly insured patients in 
the healthcare system.

the physician’s role

Because of the ACA, primary care physicians are 
expected to become the center of care for a large 
number of patients, helping them understand 
treatments, coordinate care with specialists, and  
ultimately manage their local population of patients. 

Compensation for all caregivers is likely to 
change. Until now, physician compensation has 
been based on a fee-for-service model. This was 
very test- and procedure-focused, and didn’t fo-
cus on the patient getting better. Moving for-
ward, care will be outcomes-based, meaning 
physicians will be reimbursed higher amounts 

for keeping patients healthy and out of  the hos-
pital or acute-care setting. Caregivers will receive 
“bundled payments” for a diagnosis and treat-
ment. And there will be a new emphasis on pa-
tient education around prevention and wellness. 

Steps are being made to reduce medical 
malpractice and errors, and to implement 
“comparative effectiveness,” a way to find the 
most cost-effective method to treat a patient 
by looking at a direct comparison of  exist-
ing treatments to determine which works best 
and which poses the greatest harm. JHC

MDSI – the parent company of  The Journal of  Healthcare Contracting – has developed the Healthcare Reform Navigation Series, 
an online program designed to make the task of  preparing your organization for 2014 and beyond easier. This series will help you and your 
team with online courses that explain many of  the key elements integral to understanding reform and the transformation from fee-for-service to 
fee-for-value. The program includes a 12-month schedule of  topics and live sessions with industry experts. 

To learn more about the Healthcare Reform Navigation Series, contact Tim Brack, director of  training, education and meetings, at 
770.263.5270 or tbrack@mdsi.org.

moving forward, care will be 
outcomes-based, meaning physicians 
will be reimbursed higher amounts 
for keeping patients healthy and out 
of the hospital or acute-care setting. 



regional purchasing coalition profile

The Journal of  Healthcare Contracting 
recently interviewed Rob Addison, 
vice president, TPC, about the or-
ganization’s initiatives and goals and 
the benefits its member have realized 
over the past four years.

The Journal of Healthcare Con-
tracting: How large is the coalition? 
Are you open to new members joining? 
Rob Addison: Currently, eight 
member healthcare organizations 
make up TPC, and the coalition is  
actively seeking new members to ex-
pand its footprint outside the state 
of  Texas and into other regions of  
the country, such as Oklahoma, Ar-
kansas, Mississippi, Louisiana, New 
Mexico and Colorado. In addition 
to our anticipated membership 
growth, other independent, stand-

alone organizations interested in forming a regional coalition are actively 
seeking out TPC for consultation. 

JHC: Has the coalition provided members with more advantages than 
originally expected?
Addison: Our coalition members have experienced many advantages that were 
not originally expected. One clear advantage that has exceeded member expecta-
tions is our three-year savings target. Our members made a significant move in late 
2009, when we put our preferred group purchasing organization of  20-plus years 
out to a collective bid and selected MedAssets as our new performance-improve-
ment partner. Our three-year agreement with MedAssets included a $50 million 
annualized savings guarantee, based on approximately $850 million in supply spend. 
Our coalition members, working together in a collaborative and committed fashion, 
have realized over $90 million in annualized savings in a three-year period. 

This type of  performance doesn’t happen without a disciplined, collaborative 
decision-making process. Our members make pre-committed decisions based on 
standardization and utilization initiatives and then hold each other accountable 
for the implementation of  their shared strategies. Another significant advantage 
that our members have realized – which was anticipated but uncertain – has been 
the ability to achieve system-level results. Because of  their dedication to each 
other and their joint decision-making power, TPC members have experienced 

Committed to Collaboration
For TPC, a collaborative approach has led to substantial savings for its members.

One member, One vOte
TPC operates on a one-member one vote, majority-rules voting process, “which we 
believe is essential in order to gain alignment across our member base and deliver 
system-wide value,” says Addison. “Unlike other coalitions, we do not use a volume-

based voting approach.”

TPC members had established a relationship with one another well before it began its char-
ter on Jan. 1, 2010. Prior to forming the coalition, TPC members – a group of  independently owned 
hospitals – worked together on several other initiatives. Their decision to formally unite was a means to 
solidify their commitment to work together to achieve results, including maximum efficiencies and sav-
ings. Their efforts have paid off, and then some. 

April 2014 | The Journal of Healthcare Contracting8



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

FOLLOW ÖSSUR ON

© ÖSSUR, 03.2014

UNIVERSALLY-SIZED 
PRODUCTS

Reduce your SKUs

Össur off ers a comprehensive line of high quality, 

universally-sized products that lead to inventory 

reductions and cost savings for your facility or 

healthcare system.

Contact the Össur Hospital Specialist at 
(609) 346-1584 to learn how we can help 
reduce your inventory. 

EXAMPLE REDUCTION:  9  1

Universal

AFTERAFTERBEFORE

Heights: 2.25,” 3.25,” 4.25”
Sizes: S, M, L

Universally-Sized Products JHC 0414.indd   1 3/5/14   3:11 PM



regional purchasing coalition profile

system-level results, as indicated by the savings. 
This is an important outcome for a group of  
independent providers that are thriving in an 
environment of  mergers and acquisitions. 

A final example of  an advantage that 
has resulted from the coalition is the 
group’s success with physician preference 
initiatives (PPI). Our team of  physicians 
engaged in a distinct analytical review to 
present insight on PPI cost drivers and 
savings opportunities. The physician en-
gagement resulted in standardization, im-
proved pricing and utilization for total an-
nualized savings of  more than $49 million. 
Nearly half  of  our savings are in the PPI 
space. Few organizations are achieving 
those kind of  results.  The ability to share 
data and collaborate with physicians in a 
collegial, structured and scientific manner 
is essential to successful PPI initiatives. 
This process affirms to physicians that it 
is possible to maintain high quality pa-
tient outcomes while improving financial 
results. This distinct method of  engaging 
physicians before, during and after prod-
uct conversion, across multiple physician 
practice lines and member healthcare or-
ganizations, has yielded substantial results.  

JHC: What are the top initiatives your region-
al purchasing coalition has pursued in the last 
12 months? 

Addison: Three initiatives that will deliver the largest savings for  
us include:
•  Interventional cardiology. After driving 19 percent savings in 

this category in 2010, we recently completed a pre-commit stan-
dardization initiative, whereby we reduced vendors for stents and 
balloons from three to two. The primary vendor was awarded 70 
percent of  the market share. Our members converted product very 
quickly and achieved over 80 percent market share with the primary 
vendor within the first month of  the contract, resulting in additional 
financial incentives from the vendor and an additional 10 percent 
savings for our members.

•  re-manufacturing. We are in the second year of  our re-manufac-
turing initiative, expanding beyond OR products (e.g., burrs, bits and 
blades) to the cath lab (e.g., endoscopic trocars). We are estimating $2 
million in realized savings from this program.

•  total joints. We are addressing total joints across TPC as another 
pre-commit initiative, which we believe is unprecedented in the in-
dustry. In the past, total joints have been addressed on a local basis, 
however, we are looking to maximize our leverage as a virtual IDN 
and drive further financial value.    

JHC: How has being part of  a regional purchasing coalition enabled 
members to leverage their buying power?
Addison: Our members leverage a shared infrastructure, which sup-
ports clinical engagement and committed decisions that deliver supe-
rior, documented savings. Our collaborative approach has helped meet 
cost reduction goals leading to maximum efficiencies and savings for 
our members. Because our members are committed to the coalition 
model and to each other, we have evolved to a structure that ensures 
members participate in 80 percent of  committed purchasing events. 
While many hospitals participate in annual GPO pre-commitment 
initiatives, we have expanded our efforts to include other product  

SavIngS SucceSS
TPC has found success where few organizations are achieving it – in the physician prefer-

ence item space. “Our team of physicians engaged in a distinct analytical review to present 
insight on PPI cost drivers and savings opportunities,” says Addison. “The physician engage-

ment resulted in standardization, improved pricing and utilization for total annualized savings 
of more than $49 million. Nearly half of our savings are in the PPI space.”
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regional purchasing coalition profile

categories, such as physician preference items. To make the process 
even more fruitful, we have taken the bold step of  adding financial 
penalties for members that do not reach participation goals. This allows 
us to optimize total savings in both high-volume commodity products 
as well as PPI. By combining both the GPO and custom contracting 
strategies, we are able to leverage the collective, committed volume of  
our members.

JHC: How much savings has TPC realized?
Addison: In the first 18 months, we realized $54 million in sustainable 
supply spend cost reductions, surpassing our scheduled savings projec-
tion by three months. Through 2013, we have reached $93.6 million in 
annualized supply chain savings, with roughly one-half  of  those sav-
ings in PPI categories. In addition, the purchased services cost reduc-
tions include another $20 million, positioning TPC to expand across 
all non-labor spend categories for even 
deeper cost savings.

JHC: Can you explain your process 
whereby your supply chain executives 
meet and make their decisions?
Addison: Our supply chain council 
has been instrumental in driving our 
results. It meets on a monthly basis 
and helps prioritize and manage the 
majority of  our initiatives. The coun-
cil will continue to be critical to our 
on-going success; however, we have 
expanded beyond the supply chain to include standing committees 
with different disciplines such as finance, physicians and clinicians. 
To use a phrase from the past, our esprit de corps drives success 
through executive, clinician and operations teams collaborating and 
fostering relationships for meaningful discourse. 

Our purchased services organization is very mature and has deep 
experience in many areas across the organization. As with supplies, 
our purchased services initiatives utilize working committees in-
cluding our CFO-based Executive Steering Committee. Our legacy 
programs include insurance, staffing, energy, foodservice and tele-
communication services. TPC members have had access to over 50 
contracts and committed programs, with the estimated spend ex-
ceeding $70 million. This figure is expected to double, which will in-
crease leverage with vendors, yielding even better terms and pricing. 
Purchased services is the next frontier to tackle. One of  our member 

CEOs said it best: TPC is far more than a 
supply chain management partnership. It is 
a network of  peers working together to in-
crease efficiency, reduce operating cost and 
improve healthcare.

JHC: Please describe TPC’s relationship with 
MedAssets.
Addison: Our relationship with MedAssets 
is a partnership. And as part of  that partner-
ship, they bring experience, expertise and 
supporting tools and processes to drive value. 
Aside from the savings that they helped us 
achieve, we have been able to optimize our 
results by leveraging our members’ combined 

strength to create a virtual IDN business 
model. This business model maximizes econ-
omies of  scale and provides significant finan-
cial benefit for national, custom and regional 
contracts. Some examples of  the results that 
we have achieved beyond the national con-
tract portfolio include the:
•  Introduction of  operational analytics to 

achieve even greater cost reductions in 
clinical supplies through standardization 
and reduced variability in supply usage by 
procedure, physician and service line.

•  Consolidation of  medical/surgical, labora-
tory and pharmacy distribution spend un-
der a single custom-contracting agreement.

Our purchased services organization is 
very mature and has deep experience 
in many areas across the organization. 
As with supplies, our purchased 
services initiatives utilize working 
committees including our CFO-based 
Executive Steering Committee. 
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•  The development of  custom and regional 
contracting strategies and agreements for 
PPI categories, such as orthopedics.

•  The conversion of  sutures, endo-mechani-
cals, trocars, surgical mesh and topical skin 
adhesives contracts to one supplier, leading 
to significant savings.

•  Development of  a structure and process 
to ensure our PPI purchasing decisions 
include an informed clinical perspective. 
This perspective has brought improved 
utilization and standardization across all of  
our member organizations.

The combination of  our GPO’s contracts 
and our coalition’s business model has al-
lowed us to leverage the collective, commit-
ted volume of  our members, driving some of  
the lowest prices in the industry.

JHC: How do you ensure that the interests of  
each of  your facilities are considered and that 
each facility’s needs are met?
Addison: The shared infrastructure and es-
prit de corps across our member base allows 
for meaningful discourse and collaboration 
among executive, clinician and operations 
teams. Something that is unique to TPC is 
that we operate on a one-member one vote, 
majority-rules voting process, which we be-
lieve is essential in order to gain alignment 
across our member base and deliver system-
wide value. Unlike other coalitions, we do 
not use a volume-based voting approach. 

JHC: Is it difficult to get buy-in to the coalition’s contracts from each 
of  your facility’s physicians and staff?
Addison: As we move beyond commodities into more complex cat-
egories, such as physician preference items and further penetration 
of  purchased services, the level of  effort and required buy-in in-
creases. It is fair to say that obtaining buy-in is harder, but that is why 
we have the committee structure. As mentioned above, our members’ 
commitment to each other drives success through executive, clinician 
and operations teams collaborating and fostering relationships for 
meaningful discourse.

JHC: Other than cost-savings, what has been the greatest benefit of  the 
coalition to its members?
Addison: Our members are made up of  independent stand-
alone hospitals. We have leveraged the strength of  a virtual IDN 
business model to create economies of  scale and significant fi-
nancial benefit to coalition members. In addition, our members 
have established personal relationships with their peers, where 
they can discuss best practices to not only improve the coali-
tion, but to better enhance their own operating model, in many  
different areas.

JHC: How do you envision your purchasing coalition in five years? 
Addison: As the healthcare industry continues to shift and evolve, 
we anticipate our coalition will grow beyond Texas and expand into 
other areas across the country. We envision our coalition will con-
tinue to be derived of  stand-alone organizations that are striving to 
remain independent. In the future, we will continue to leverage our 
current platforms and partnerships to move beyond purchasing and 
address the changes of  healthcare reform from a holistic approach. 
Looked at another way, if  our physicians or executives build trust-
ing relationships and protocols to tackle supply initiatives, then it 
will be a natural progression to move the discussions to the next 
area of  “value”. JHc

The shared infrastructure and esprit de corps 
across our member base allows for meaningful 
discourse and collaboration among executive, 

clinician and operations teams. 
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the acquired practice

John Frain has some advice for supply chain professionals whose 
hospital or IDN has just acquired some physician practices: Set yourself  up 
for success.

“We try to focus on areas that are in our control,” says Frain, director of  pur-
chasing for Weill Cornell Medical College in New York. In other words, Frain’s 
team works to get those newly acquired practices the best pricing they can on 
products the physicians already use, rather than trying to force those practices 
to standardize on some product that is used in Weill Cornell’s acute- or other 
non-acute-care sites. “It’s enough for some of  these practices to come under 
the Weill Cornell umbrella,” he says. “It’s a big step to tell them what products 
they should use.” 

Standardization may occur…but later.

Weill Cornell 
has 22 physician 
practices spread 
across New York, 
primarily in 
Manhattan. They 
employ about 
1,135 physicians.

Editor’s Note: Hospitals and health systems continue to extend into ambulatory settings to achieve cost savings, maintain stakeholder 
satisfaction and achieve growth. As they do so, contracting executives are learning that the acute and non-acute markets are very different. Each 
has unique capabilities, rules for success and requirements for distribution, alignment/coordination, products, contracting, inventory manage-
ment, technologies, support and geography. This article series aims to highlight the experiences and insights of  health systems executives in this 
growing and important market.

Set Yourself up 
for Success

The Journal of Healthcare Contracting | April 2014 15



the acquired practice

Servicing your non-acute networks  
can be challenging.

Henry Schein makes it easy. 

Simplify your physician supply program. Rely on Henry Schein.

Henry Schein provides more healthcare practitioners 

with products and services than any other company.  

We serve over 115,000 physician practices nationwide.   

Our supply chain solutions are designed to optimize  

the processes associated with managing and sourcing  

medical supplies for YOUR physician networks.

Find out more: www.henryschein.com/whyRelyonUs

Bringing practices into the fold
Frain joined Weill Cornell two years ago after 
holding a variety of  non-healthcare procure-
ment, operations and revenue management 
roles with companies such as IBM, logis-
tics company Purolator Courier, and media 
company Merisel. “I’ve got a diverse back-
ground,” he says. Coming to healthcare, Frain 
was quick to observe one thing: “Compared 
to the corporate world, there are many more 
vendors servicing the same space. That’s not 
efficient for the vendor or the customer.”

Weill Cornell has approximately 22 physician practices spread 
across New York, primarily in Manhattan. They employ about 1,135 
physicians. “We’ve been acquiring practices and opening new facili-
ties,” he says. “We’re definitely growing.”

When a new practice is brought on, a team from supply chain visits 
the doctors and staff  to smooth the transition, he explains. They handle 
the outfitting of  any needs the practice has, and they introduce the 
practice to the IDN’s prime vendors, in medical/surgical, office sup-
plies, pharmaceuticals (e.g., vaccines), etc. Weill Cornell uses different 
prime vendors for acute and non-acute settings to maximize physician 
satisfaction and reduce the “total cost” of  product (i.e., cost of  goods, 
cost of  delivery, unit of  measure and service to a given site of  care).

Frain and his team know that con-
sistency of  products drives volume and 
lessens uniqueness. “Uniqueness costs 
money,” he says. “Having many different 
brands for the same commodity means 
higher costs for us and may lead to 
higher costs for the vendor, who has less 
volume and higher stocking costs if  they 
are not accustomed to serving the physi-
cian office.” Even so, Frain knows that 
to drive standardization among newly  
acquired physician practices might be 
too much and lead to alienation. 

For that reason, the purchasing team 
focuses on driving better prices for the myriad of  products currently 
in use among Weill Cornell’s physician practices. “We’re not qualified 
to tell them what products they should use, but we are qualified [to get 
better prices] for the products they already use. That’s the first step. The 
second step is to get all the doctors to agree on certain commodities. 
That will bring additional savings.”

Weill Cornell is growing, and with that growth comes additional 
negotiating power, says Frain. “We’re acquiring practices,” he says. “And 
we just opened a new, 18-story research building. We have the power to 
negotiate great prices on products.”

Leveraging volume requires knowledge of  product usage. That means 
gathering and understanding current purchases and prior usage history. 
“We want to get in front of  that,” says Frain. Often, that is accomplished 
in partnership with non-acute suppliers who have been servicing the 
business. Knowledge and data are powerful, and having access to that 
data is critical, especially since the physician office space is different than 
what Cornell has been accustomed to on the acute side. JHC

Weill Cornell uses different prime 
vendors for acute and non-acute 
settings to maximize physician 
satisfaction and reduce the “total 
cost” of product (i.e., cost of goods, 
cost of delivery, unit of measure 
and service to a given site of care).

John Frain
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Patrick Moore was no novice to 
supply chain and operations when he 
joined Allina Health in 2006. “All of  
my past positions have been in supply 
chain and operations,” he says, includ-
ing experience in manufacturing, and 
most recently, oil and gasoline. And the 
overarching concepts of  supply chain 
are similar in all industries, he says. 

Still, Moore says healthcare 
is unique, and assuming the 
role of  director of  logistics 
& materials management, 
supply chain, required a lot 
of  hard work. It’s been a 
good fit, however, and to-
day, he has direct oversight 
of  the IDN’s four largest 
metro hospitals – Abbott Northwest-
ern Hospital, United Hospital, Mercy 
Hospital and Unity Hospital – as well 
as “dotted line” oversight of  the IDN’s 
remaining seven regional hospitals (to-
taling over 1,800 beds and about $400 
million annual supply chain spend). In 
addition, he is responsible for:

• Report-writing team.
• Contract administration team.
• Lawson Support team.
• Operations buyers. 
• Process improvement team.
• O&M distributor relationship.
•  Phase I of  implementing inventory 

management across Allina Clinics.

In his seven years with Allina, Moore has been credited with success-
fully maintaining accountability and control, removing inefficiencies and 
introducing cost-saving solutions. He has moved the IDN from 100 per-
cent bulk delivery to 60-70 percent low unit of  measure (LUM) delivery, 
point-of-use delivery, as well as established PAR levels based on consump-
tion rather than shelf  space. In addition, he has overseen the automation 
of  inventory control processes using PAR Excellence technologies, and 
applied LEAN principles to the IDN’s warehouse and stockroom opera-
tions. Throughout it all, he has partnered with Owens & Minor to consoli-
date usage across the organization.

PAr excellence
Implementing a PAR Excellence automated wall-to-wall inventory system has 
perhaps been one of  Moore’s most challenging – and rewarding – projects these 
past 12 months. “The primary challenge has been change management,” he ex-
plains. “We are significantly changing the way we manage our inventory system, 
as well as who has responsibility for it. This also includes working with Owens 
& Minor to implement LUM. One of  the primary objectives has been to allow 
the nurses to focus on patient care rather than inventory. We wanted to make 
our inventory replenishment process more streamlined and accurate. We have 
worked diligently to build trust with nurses to have confidence in our systems 
that the right inventory will be available when they need it for patient care.”

As these projects wind down (completion is targeted for the second quarter 
of  2014), Moore has been working in conjunction with Owens & Minor to 
develop strategic plans for the next 5-10 years. “We need to anticipate the fu-
ture, formulate and implement plans that will continue to improve operational  
efficiencies and reduce costs,” he says. JHC

“ one of the primary objectives 
has been to allow the nurses to 
focus on patient care rather than 
inventory. We wanted to make our 
inventory replenishment process 
more streamlined and accurate.”

A Good fit
from PAr excellence automated inventory to low-unit-of-delivery and an integrated 
service center, supply chain expert Patrick moore won’t stop until the job gets done. 

Patrick moore
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What contracting executive hasn’t heard the beeps, chirps and 
screams of  telemetry-related alarms in their facility’s ICU or 
med/surg units? Designed to keep patients safe, too many 

alarms, sounding off  too often, can actually compromise patient safety. 
That’s because nurses can, in essence, tune them out. It’s a phenomenon 
known as “alarm fatigue.” And it’s a problem. 

In fact, ECRI Institute listed alarm hazards as one of  its top 10 
safety hazards for 2014. 

“Excessive numbers of  alarms – particularly 
alarms for conditions that aren’t clinically significant 
or that could be prevented from occurring in the 
first place – can lead to alarm fatigue, and ultimately 
patient harm,” according to ECRI. “Beyond alarm 
fatigue, patients could be put at risk if  an alarm does 
not activate when it should, if  the alarm signal is 
not successfully communicated to staff  or does not 

include sufficient information about the alarm condition, or if  the care-
giver who receives the alarm signal is unable to respond or is unfamiliar 
with the proper response protocol.”

Culture change and teamwork – 
not capital investment – allow one 

medical center to create an alarm 
management system that keeps 

patients safer…and nurses happier

Making 
Alarms
Count



CAT SCAN
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89 percent reduction
A couple of  years ago, Boston Medical Center 
tackled the issue head-on, and reduced the aver-
age number of  alarms from 90,000 a week to just 
under 10,000 a week for a 24-bed unit – an 89 
percent reduction in alarms. They did it without 
buying new technology, but rather, through team-
work and planning. And today, patients are just 
as safe as they were before. In some ways, safer.

“The ability for nurses to hear alarms, 
spend more direct time with patients and 
have a more pleasant working environment 
all contribute to safety,” says James Piepen-
brink, BSBME, director, department of  
clinical engineering. Piepenbrink presented 
Boston Medical Center’s alarm-reduction 
strategy at the 2013 UHC Annual Confer-
ence, along with Deborah Whalen, MSN, 
APRN, ANP-BC, clinical service manager 
and nurse practitioner of  cardiology; and 
Patricia Covelle, RN, director, critical care 
nursing. He shared their story with The Jour-
nal of  Healthcare Contracting.

“Boston Medical Center has been look-
ing at alarm management consistently since 
2008,” explains Piepenbrink. “At that time 
we were expanding telemetry coverage and 
investing in new technology, and we found 
wide variability in device and alarm defaults 
across the different telemetry care areas.” To 
address the issue, the medical center con-
vened a multidisciplinary team comprising 
the chief  medical officer, nursing director, 
nurse managers, clinical instructors, physi-
cians (attendings and residents) and clinical 
engineering, to standardize alarm defaults 
across the hospital. 

“The prime trigger was a couple of  in-
cidents that occurred in teaching hospitals 
that appeared in the press, and we wanted 
to be certain that we were not at risk for a 

similar event,” he says. “This caused us to continue to evaluate indi-
vidual parameters and identify areas of  opportunity where we were 
ensuring that critical – that is, clinically significant – alarms were 
identified and captured.”

The team found that “as a result of  creating alarms for the multi-
tude of  individual parameters, there was an overwhelming amount of  
noise on the units, and with this, frustration,” explains Piepenbrink. 
“[W]e enhanced the sensitivity and specificity of  alarms, but we didn’t 
address the impact of  these alarms.

Contracting executives can take away a lesson or two 
from Boston Medical Center’s alarm management project, 
says James Piepenbrink, BSBME, director, department of  
clinical engineering.

One of the most labor-intensive pieces was extracting 
the alarm logs from the system, he says. “Many vendors make 
this difficult to extract, so purchasing departments can ini-
tiate the discussion with vendors at the time of purchase…
about how organizations can best utilize the technology 
they are purchasing.”

Contracting executives should also negotiate periodic 
customer education with their telemetry equipment ven-
dors, he continues. “Manufacturers provide education at the 
time of installation, but little follow-up after that. Having a 
partnership where periodic support is available would great-
ly enhance the user experience and embolden the use of this 
expensive technology.”

Contracting executives: take note

“ The ability for nurses to hear 
alarms, spend more direct time 
with patients and have a more 
pleasant working environment 
all contribute to safety.” 

– James Piepenbrink, BSBME, director,  
department of clinical engineering
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Less critical alarms
“In 2011, the team started looking at ways to 
create a more balanced alarm management 
program by evaluating alarm data from the 
telemetry system so that we could identify op-
portunities to better manage alarms and the 
accompanying noise. In looking at the default 
settings as well as the alarm data, we found that 

there were a large percentage of  less critical 
alarms that were ringing off  and overwhelm-
ing the staff.”

The team focused on audible cardiac moni-
tor alarms on med/surg telemetry units. 

“The medical/surgical areas, in our opin-
ion, were more vulnerable, based on two 
principle reasons,” explains Piepenbrink. 
“First, the telemetry technology had limited 

visibility for the staff  to view alarms compared to the ICUs or other 
technology-intensive areas. The other piece was the staffing ratios. 
ICUs typically are staffed at 1:1 or 1:2, whereas on the med/surg 
areas, that ratio is higher. Technology-intensive areas have devices in 
each room where staff  can view and respond quicker. Additionally, 
managing individual patient alarms and settings is more common in 
these areas.”

The team’s goal was to enhance the use of  the existing telemetry 
system without layering additional technol-
ogy on top, he continues. “We are one of  
a few safety net hospitals in the state, and 
we choose our capital investments shrewdly. 
Our feeling was that if  we were to evalu-
ate the use of  the telemetry system and the 
process in which staff  respond to alarms, 
and use data to help drive change, we could 
leverage our current investment and create 
a safer and more satisfying environment for 
our patients and staff.”

Targeting least critical alarms
Starting in October 2011, the team began 
evaluating alarm data in one of  the medical 
center’s busier telemetry units. Compiling 
alarm data, reviewing the definitions and as-
sessing the risks led the task force to create 
some major changes to alarm defaults, says 
Piepenbrink. Additionally, an enhanced serial 
observation of  how staff  responded to alarms 
was another data point the team used to frame 
the pilot. 

“The data was extracted from the telem-
etry system by clinical engineering,” he says. “Log files containing each 
alarm type and parameter violation were extracted, and a grid was de-
veloped to show the specific alarm parameter violations, the frequency, 
and also the alarm acuity. We used these data to isolate the alarms that 
carried the least clinical significance, and these were the primary tar-
geted alarms that we proposed be changed.”

Says Piepenbrink “We took the approach that all audible alarms 
were to be considered actionable. By downgrading some less significant 
clinical alarms and elevating others to crisis, we created an environment  

Not all alarms are the same, explains James Piepenbrink, 
BSBME, director, department of clinical engineering, Boston 
Medical Center.

Crisis alarms are intended to signal conditions that are 
life-threatening (asystole, etc.). “There is a distinct tone to this 
alarm, and the alarm is stored in the alarm history,” he says.

Warning alarms are those that can carry a higher acuity, 
such as heart rate violations (rate too high or too low), and 
that reset if the patient’s condition returns to normal. The 
alarm has a specific sound and will be stored in the alarm 
history. Example: A post-op patient gets out of bed or goes 
for a walk, and there is a transient increase in heart rate 
because of the activity. The heart rate often stabilizes after 
a brief period, so the alarm violation – while stored in the 
alarm system history – stops. 

Advisory alarms are the lowest acuity audible alarm. 
They signal parameters that do not require immediate re-
sponse but that do need to be captured in the alarm history 
for review.

Alarm primer
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where any audible alert was deemed critical in nature and required  
attention. The data captured prior to the pilot showed that the largest 
percentage of  alarms captured was categorized as warning alarms. By 
reviewing those and creating changes to ensure that we did not miss 
any critical alarms, we eliminated the warning alarms, which cut out the 
largest quantity of  alarms.”

The medical center also slightly expanded the high and low limits 
for Heart Rate. “They were a bit too tight and a common violator,” 
he says.

The task force and unit leadership were presented these data and 
agreed that slight changes would not negatively impact the patients on 
this unit. They went on to propose to senior leadership that a pilot of  
the changes be done on the telemetry unit.

The medical center also instituted two key elements to help sup-
port the alarm default changes. The first was enhanced order sets for 
the staff  to use. “Additional information was embedded in the order 
sets to help better define specific requirements for using telemetry as 
well as ensuring improved communication between the physician teams 
and the nursing staff,” explains Piepenbrink. “Having greater clarity on 
orders as well as what latitude there was to create safe, patient-specific 
changes led to greater autonomy on the unit and better management of  
the patient by the entire care team.”

The second key element was giving two nurses the ability to discuss 
a parameter or alarm change, make the change, and then notify the 
physician about a change in the orders. The task force felt that staff  un-
derstood the system and their patients, and that it was very unlikely that 
two nurses would miss something that would negatively impact care. 

Culture change
The project was as much about a culture change as it was a technology 
change, says Piepenbrink. “We were asking the care team to change the 
way they manage patients. We were making some significant changes 

to the alarms and this was a leap of  faith for 
them. We felt that the process was sound, that 
we covered this in an extensive manner (inter-
nal marketing, local education, meetings, etc.), 
and that we would be counting on the staff  to 
trust the changes and the process.

“[Giving] staff  an opportunity to fully un-
derstand the rationale and the process was 
invaluable. We shared data, listened to their 
concerns, educated them on the anticipated 
results, and provided 24/7 support to them 
during the pilot. The success of  the pilot was a 
direct result of  the areas taking ownership of  
this,” and seeing the positive impact on their 
work, the environment and patients.

Given the success of  the project, BMC 
rolled out the pilot to all 330 medical/sur-
gical telemetry beds in the winter of  2012, 
with similar cardiac-rhythm and heart-rate 
alarm reductions.

“We have been on this journey for nearly 
six years, with no end in sight,” he says. “Alarm 
management is a term that requires constant 
review and tweaking to ensure that we are 
managing and using this technology in the 
best way possible. We are evaluating three ad-
ditional parameter changes to further reduce 
the alarms, and we will roll this out in the same 
exact way we did the first time. We will extract 
the data, discuss the issues, detail the process, 
evaluate the staff  impact, measure and moni-
tor the results.” JHC 

“Our feeling was that if we were to evaluate the use of the 
telemetry system and the process in which staff respond 

to alarms, and use data to help drive change, we could 
leverage our current investment and create a safer and 
more satisfying environment for our patients and staff.”
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Supply chain executives can and should play a role in 
bringing order to their facilities’ alarm management 
program, says Vladimir Cadet, associate, Applied Solu-
tions Group division, ECRI Institute. 

ECRI recently placed alarm hazards at the top of 
its list of 10 safety-related topics for 2014.

“It’s important to understand the developing 
strategies to optimize alarm management,” says Ca-
det. “That typically requires planning, implementation 
and review from a multidisciplinary team,” involving 
key senior leadership, physician champions, nursing, 
key clinicians (including front-line staff), patient safe-
ty, risk management, biomedical engineering and IT. 

“But supply chain executives must also be inte-
grated into this process for the most effective and ef-
ficient alarm management system,” he says.

Alarm integration systems
Contracting executives should make an effort to un-
derstand not only the equipment that is sounding 
alarms (e.g., physiologic monitors, ventilators, bed exit 
alarms, infusion pumps, nurse call systems, etc.), but 
the manner in which that equipment is integrated with 
alarm technologies and care models, says Cadet. A key 
part of that process is the alarm integration system, 

that is, the system that collects alarms from the various 
devices and equipment, then delivers them to “alarm 
notification devices,” such as pagers, smartphones, etc. 

Standardization of monitoring equipment can 
help avoid systems-integration issues that can poten-
tially affect a facility’s alarm management efforts, says 
Cadet. “If you have a physiologic monitor from Vendor 
A, a ventilator from Vendor B, and a bed-exit alarm 
from Vendor C, you don’t know how effectively [they] 
will communicate with the middleware for your alarm 
management system. Inefficiencies in these commu-
nication routes may cause delays in alarm response, 
jeopardizing the patient’s health. 

“It is essential for a hospital or healthcare facil-
ity to initially assess the compatibility of a vendor’s 
middleware and the multiple technologies from 
potentially different vendors that stand to integrate 
with the middleware. Standardization, when feasible, 
could make the process more efficient and smoother.”

Alarm management is a very complex process, says 
Cadet. “Each hospital has its unique set of circumstanc-
es, requiring the involvement of multiple stakeholders. 
So it’s important to maintain constant communication 
not only within the hospital, but with experts who have 
experience with alarm management strategies.”

Alarm management begins with contracting

2014 top 10 health technology hazards 
The annual list from ECRI Institute is designed to raise awareness of the potential dangers associated with the 
use of medical devices and to help providers minimize the risk of technology-related adverse events.

   1. Alarm hazards.
   2. Infusion pump medication errors.
   3. CT radiation exposure in pediatric patients.
   4. Data integrity failures in EHRs and other health IT systems.
   5. Occupational radiation hazards in hybrid ORs.
   6. Inadequate reprocessing of endoscopes and surgical instruments.
   7. Neglecting change management for networked devices and systems.
   8. Risks to pediatric patients from “adult” technologies.
   9. Robotic surgery complications due to insufficient training.
10. Retained devices and unretrieved fragments.

A 16-page executive brief about the hazards is available for free download at www.ecri.org/2014hazards. 
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The effectiveness of clinical alarms was one of the 
Joint Commission’s earliest National Patient Safety 
Goals (NPSG). In effect in 2003 and 2004, the goal was 
retired in 2005 because the organization felt that suf-
ficient attention had been brought to the issue. But 
several years later – following the proliferation of de-
vices with alarms -- concerns were again raised about 
alarm safety, leading to a new NPSG on the subject.

The Joint Commission Sentinel Event Database 
contains 98 reports of alarm events between January 
2009 and June 2012. Eighty of those events resulted 
in patient death. (The Joint Commission notes that 
the reporting of most sentinel events is voluntary and 
represents only a small proportion of actual events.) 
In addition, a Food and Drug Administration database 
contains 566 alarm-related patient deaths between 
January 2005 and June 2010.

The recently published National Patient Safety 
Goal (NPSG.06.01.01) on alarm system safety addresses 
clinical alarms that can compromise patient safety if 
they are not properly managed. This includes alarms 
from equipment such as cardiac monitors, IV machines, 
ventilators, etc., that have visual and/or auditory com-
ponents. In general, it does not include items such as 
nurse call systems, alerts from computerized provider 
order entry, or other information technology systems.

The NPSG will be implemented in two phases. The 
first phase heightens awareness of the potential risks 
associated with clinical alarms, and the second phase 
introduces requirements to mitigate those risks. 

EP (Element of Performance) 1: As of July 1, 2014, 
leaders establish alarm system safety as a hospital priority. 

EP 2: During 2014, identify the most important alarm 
signals to manage based on the following: 

•  Input from the medical staff and clinical departments.

•  Risk to patients if the alarm signal is not attended 
to or if it malfunctions.

•  Whether specific alarm signals are needed or unnec-
essarily contribute to alarm noise and alarm fatigue.

•  Potential for patient harm based on internal  
incident history.

• Published best practices and guidelines.
(For more information on managing medical 

equipment risks, refer to Standard EC.02.04.01.) 

EP 3: As of Jan. 1, 2016, establish policies and pro-
cedures for managing the alarms identified in EP 2 
above that, at a minimum, address the following: 

• Clinically appropriate settings for alarm signals.
• When alarm signals can be disabled.
• When alarm parameters can be changed.
•  Who in the organization has the authority to set 
alarm parameters.

•  Who in the organization has the authority to 
change alarm parameters.

•  Who in the organization has the authority to set 
alarm parameters to “off.”

• Monitoring and responding to alarm signals.
•  Checking individual alarm signals for accurate 

settings, proper operation, and detectabil-
ity. (For more information, refer to Standard 
EC.02.04.03.) 

EP 4: As of Jan. 1, 2016, educate staff and licensed indepen-
dent practitioners about the purpose and proper operation 
of alarm systems for which they are responsible. 

The Joint Commission established its National 
Patient Safety Goals in 2002 to help accredited orga-
nizations address specific areas of concern in regards 
to patient safety. The first set of NPSGs was effective 
Jan. 1, 2003. 

national Patient Safety goal: Alarm System Safety

To view the National Patient Safety Goal on alarm system safety, including rationale, go to  
http://www.jointcommission.org/assets/1/18/R3_Report_Issue_5_12_2_13_Final.pdf
Additional resources are available at http://www.jointcommission.org/sea_issue_50/
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This year’s Forum provided attendees with 
a comprehensive outlook on the dynamic 
state of  the pharmaceutical sector. A variety 
of  speakers, including supply chain experts 
and public officials, offered strategic insights 
to facilitate better planning 
and performance amidst a 
groundswell of  change. 

Significant expertise and in-
dustry experience were evident 
at every panel. Banner Health 
delivered a double-dose of  in-
sight, with keynote speaker and 
thought leader Peter S. Fine, 
Banner’s president and CEO, 
offering his insights on Ban-
ner’s strategy of  utilizing an 
operating company structure 
to more nimbly adjust to the Affordable Care 
Act and other more market-driven changes; 
and Pam Nenaber, CEO of  Banner’s Phar-
macy Services, presenting a deep dive into the 
organization’s formulary strategy. 

IDNs’ perspective
The shifting horizon of  healthcare remained on 
display during a panel on the changes that are 
occurring in three important integrated delivery 

networks (IDNs) around the country. This discussion, which focused on 
value-based drug assessment, featured panelists Terri Corbo, vice presi-
dent of  pharmacy services for Christiana Care Health System; Brian Sayre, 
health system director of  pharmacy for Charleston (WV) Area Medical 
Center; and Martin Caponi, director of  pharmacy for PeaceHealth. After 

reviewing their respective pharmacy programs, 
the panelists discussed the role of  value-based 
assessment in their formulary development pro-
cesses. Each of  these speakers provided details 
about the clinical and financial metrics used in 
decision-making processes, including the value 
that suppliers can bring.

Technologies and innovations
Two innovative medicine experts – Brian 
Hocum, an adjunct faculty member at Wash-
ington State University College of  Pharmacy 
and personalized prescribing clinical phar-

macist for Genelex Corporation, and Harry Glorikian, managing 
director of  strategy at Precision for Medicine and founder of  Sci-
entia Advisors – discussed the newest technologies and innovations 
affecting patient care in terms of  diagnostic and therapeutic medi-
cine. Hocum and Glorikian noted that changes in the field are being 
driven by Affordable Care Act payment methodologies and that, as 
a result, providers are organizing themselves differently. One of  the 
major takeaways from the panel was that market power is shifting 
toward a new model of  care, requiring suppliers to adjust or be left 
playing catch up.

Annual Pharmacy Forum 
focuses on the future

By Curtis Rooney

After only a few presentations at the 2014 National Pharmacy Forum – an 
annual event co-hosted by the Healthcare Supply Chain Association (HSCA) and 
the Healthcare Industry Supply Chain Institute (HISCI) – the shifting healthcare 
horizon quickly emerged as an unofficial theme. The conference, which took place 
February 24-26 in Scottsdale, Ariz., has become known not only for its warm and 
friendly atmosphere, but also for its high-quality, high-touch programming that con-
tinually exceeds the expectations of  attendees. 

This year’s Pharmacy 
Forum provided a 
timely reminder of 

how important it is to 
escape the day-to-day 
routine once in a while 
and attend an industry 
meeting that focuses 

on the future – a future 
that, while uncertain,  
is full of opportunity. 
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Supply chain security
Dirk Rodgers of  Dirk Rodgers Consulting, LLC, described the challenges of  
the new Federal Drug Supply Chain Security (DSCS) Act, which was signed 
into law in November. Rodgers broke the complex law down into a series of  
manageable questions: What is the new law trying to accomplish? Why are 
pedigree laws on the rise here and around the world? What options are there 
for meeting the law here in the U.S.? What might we expect when the DSCS 
takes effect? Are drug shortages an open invitation for criminals to introduce 
illegitimate product into our legitimate supply chain? By including a variety of  
case studies of  pharmaceutical crimes within the supply chain and juxtapos-
ing them against the new law, Rodgers helped the audience learn about the 
latest thinking on how to prevent criminals from attacking our drug supply.

Medicaid expansion
In a panel that focused on Medicaid expansion, State Representative 
Heather Carter, co-chair of  the Arizona Health and Human Services 
Committee, and Don Hughes, deputy policy director in the Office of  
Arizona Governor Jan Brewer, discussed the political and policy impli-
cations of  increased enrollment. By providing an up-close-and-personal 
perspective on how Arizona has weathered this debate, especially in terms 
of  the role of  business leaders and the impact on the broader community 
of  healthcare providers, Carter and Hughes provided an indication of  
how the debate may play out in the states.

A brighter future
Doug Long, vice president of  industry relations for IMS Health, provided an 
overview of  the U.S. pharmaceutical market and the ongoing changes within 
the pharmaceutical world, with a focus on drugs moving to Phase III clinical 
trials. Long covered a number of  topics, including upcoming patent cliffs, 
market trends, current hospital data, FDA challenges, drug shortages, and 
cutting edge changes in the pharmaceutical industry. Long provided hope to 
battle-worn attendees, suggesting that a brighter future is near for the indus-
try, especially in the area of  specialty and biopharmaceuticals.

Expanded pharmacists’ role
Other speakers urged attendees to look beyond the Pharmacy and Thera-
peutics Committee. For example, Jarrod Kile, clinical pharmacy specialist 
in infectious diseases for the Lehigh Valley Health Network, described the 
roles pharmacists can play in areas in which their input isn’t normally re-
quested, such as the hospital products committee. Kile also demonstrated 
that looking at the “complete” picture in treating patients can be cost-effec-
tive and also increase quality.

Specialty Pharmacy Taskforce
The formation of  the Specialty Pharmacy 
Taskforce Initiative at University HealthSys-
tem Consortium (UHC) was the subject of  an-
other panel. The panel, which included Kevin 
Colgan, corporate director of  pharmacy for 
Rush Hospital, Doug Smith, senior director 
of  supply chain for UHC, and Jake Groene-
wold, senior vice president of  supply chain for 
UHC, covered the new program’s benefits as 
well as an overview of  the process undertaken 
to develop the final product. The audience 
also engaged in a lively question and answer 
discussion related to business dealings associ-
ated with the Specialty Pharmacy Initiative.

Pharmacy Committee update
Finally, Gary Freeman, vice president of  phar-
macy for Amerinet, Inc., Ron Hartmann, 
Pharm.D., senior vice president of  pharmacy 
for MedAssets, and John Van Eeckhout, vice 
president of  clinical services for Children’s 
Hospital Association, discussed HSCA’s Phar-
macy Committee, including past accomplish-
ments and current initiatives, as well as an out-
look for the future regarding drug shortages, 
the 340B program and other issues. Members 
of  the panel also offered best practices for 
working with their respective group purchasing 
organizations (GPOs), and described how they 
will approach several of  the hot button public 
policy issues in the future. 

After surviving a particularly brutal win-
ter, attendees enjoyed the fact that most of  the  
after-panel briefings in Arizona occurred outside, 
under a clear sky with afternoon temperatures 
hovering around 80 degrees. This year’s Phar-
macy Forum provided a timely reminder of  how 
important it is to escape the day-to-day routine 
once in a while and attend an industry meeting 
that focuses on the future – a future that, while 
uncertain, is full of  opportunity. JHC

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

Consumers seeking insurance through state and federal exchanges 
are making tough decisions in regards to coverage options

By Robert Betz, Ph.D.

I recently attended a 
strategy meeting with a group 
of  senior executives from a 
large international healthcare 
manufacturer. The discussion 
immediately turned to the 
results of  the Platinum, 
Gold, Silver, and Bronze 
competition among insurers 
for the sign-up of  individuals 
under of  the Affordable Care 
Act (ACA).  

According to reports, the clear winner seems to be the Bronze insurance policies 
being purchased by those seeking insurance from either the state exchanges or the federal 
exchange. The question these executives were throwing around was, if the overwhelming 
majority of people were signing up for the cheapest available plan – Bronze level insur-
ance with the highest deductibles – what might that mean for healthcare in the future?

Making sense of the numbers
First off, how many people so far have actually signed up for insurance on either the 
state or federal exchanges? As of  April 1, 2014, reports are that nationwide over 7.1 
million people have signed up. This exceeds the number of  individuals projected by 
the Congressional Budget Office (CBO) to be eligible to enroll in a marketplace plan. 
However, we still don’t know how many of  these individuals have actually paid their 
premiums yet. Estimates are that about 20 percent of  new enrollees have not paid 
their first month’s premiums – meaning the true number of  people receiving cover-
age under the new law is still unknown. 
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View from washington

According to a report released by Pricewa-
terhouseCoopers’ (PwC) Health Research In-
stitute, despite concerns that the ACA would 
cause the price of  insurance premiums to 
skyrocket; these premiums have come in ei-
ther lower or comparable for similar employ-
er-based policies. However, consumers are 
experiencing severe sticker shock from the 
substantial insurance deductibles.

The PwC’s study noted that the average 
cost of  premiums sold on the ACA’s exchang-
es is about $5,844 annually – or 4 percent less 
than the average cost of  $6,119 for an employ-
er-provided plan with comparable benefits. 
Looks like the exchanges are competitive, if  

not cheaper in some instances. So what is the 
big deal now? Aren’t more people covered?  
Isn’t this what the ACA was supposed to do?

People are discovering that the lower insur-
ance premiums mean substantial out-of-pock-
et costs in terms of  deductibles. According to 
the Wall Street Journal the deductibles are aver-
aging $5,081 per year for the minimal coverage 
Bronze plans on the HealthCare.gov website 
in 34 of  the 36 states on the federal exchange. 
That’s 42 percent higher than the $3,589 de-
ductible individual plans in 2013. In looking 
at the potential impact, the Wall Street Journal 
further reported that for a couple or a family, 
deductibles may be as high as $12,700.

If  you don’t qualify for a subsidy under 
the ACA, there is plenty of  evidence that 
monthly premiums are going up if  you had 

health insurance before. Some healthcare policy experts estimate this 
increase to be substantially higher than the previous monthly premi-
ums. However, it is the new and higher deductibles that are stopping 
the newly insured in their tracks. How is this going to affect the behav-
ior of  the newly insured in the future?

Let us not shoot fish in a barrel at this point about President 
Obama’s often repeated promise, “You can keep your old health 
plan if  you want to!” That has seemingly been dealt with by a 
heartfelt apology to the American public and a recent three-year 
extension of  the deadline for everyone to convert to an “approved” 
plan. Everybody feel better now? It was not true when he said it 
and the consequences of  this deception, intentional or not, have 
real policy repercussions – now and for the future.

A fellow health policy professional and vigorous proponent of  the ACA 
characterized recent developments as making people “trade up.” The 

new policies mean “more benefits” and “better 
policies.” But what if  you don’t want more ben-
efits? What if  you are happy with the quality of  
your old policy? I get the utility argument about 
spreading risk. Also, I can rationalize that people 
will eventually get better overall insurance pack-
ages. However, for many, those insurance policy 
packages still have a bunch of  covered services 
that they really don’t want. It is not clear how 
many of  those who have wrapped their arms 

around the legs of  the ACA have thought how this may eventually play 
out. Because, a growing chorus of  consumers are complaining they will be 
paying significantly more for less financial protection.  

I bet we could slay a whole afternoon with a focus group of  con-
sumers who previously had insurance and now are facing increased 
costs for essentially less coverage. But there is another important con-
sideration here – the comparison with employer sponsored insurance 
for those still lucky enough to have it. The average deductible is $1,135 
for those who are still able to take advantage of  health insurance plans 
through their employer. That is about an $8,865 difference for some 
now gaining insurance under the exchanges.

“Deductibles for many plans in the insurance exchanges are pretty 
high,” Stan Dorn, from the Urban Institute, recently told the New York 
Times. “These plans are more generous than what’s prevalent in the 
current individual insurance market, but significantly less generous 
than most employer-sponsored insurance.”

A study done by the independent research organization NORC 
at the University of  Chicago, found that 65 percent of  group plans 

The PwC’s study noted that the average 
cost of premiums sold on the ACA’s 
exchanges is about $5,844 annually – 
or 4 percent less than the average cost 
of $6,119 for an employer-provided 
plan with comparable benefits. 
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offered by employers would fall under the 
gold or platinum category offered by the 
ACA. However, 84 percent of  insurance 
plans purchased by individuals provide cov-
erage equal to the Bronze level of  the ACA 
or less. 

The new healthcare law does provide de-
ductible cost-sharing subsidies for individuals 
who earn up to 2.5 times the poverty level, 
which is about $28,725, for those who pur-
chase one of  the Silver plans, but there is no 
cost sharing available for Bronze plans. 

“Consumers are giving up cost-sharing re-
ductions of  enormous value if  they enroll in a 
Bronze plan because it has the lowest premium,” 
Dorn observed in the New York Times article.  

Kitchen-table decisions will  
impact medical marketplace
What does this mean for the medical market-
place? It seems to indicate that many people, 
previously uninsured, will now be making a 
kitchen-table decision about actually using 
their insurance or not due to the high deduct-
ible in their Bronze level plan. Sure they have 
health insurance now! But what happens if  
the vast majority makes the economic deci-
sion not to use that insurance because the out-
of-pocket costs are financially overwhelming?

Healthcare providers, manufacturers, and 
others will be rethinking their business model 
in response to this situation. This seems espe-
cially true for procedures which cost less than 
the deductibles in the Bronze plans. Further, 
if  the business model has been dependent on 
attracting out-of-pocket dollars to encourage 
patients to trade-up for higher technology, 
won’t such trade-ups now face new finan-
cial disincentives? And, if  technology driven 
companies determine the marketplace to be 

facing such powerful disincentives, won’t they likely be reconsidering 
future investments in research and development? With fewer research 
and development dollars being spent, what happens to the future pace 
of  industry sponsored medical technology advances?

The ACA’s cap on out-of-pocket costs – $6,350 for an individual 
and $12,700 for a family – did away with some whopping deductibles 
in plans previously offered to people without employer-provided 
coverage. Deductibles as high as $10,000 for an individual and $30,000 
for a family were features of  policies sold on the individual market in 
one state just under a year ago, according to a report from the U.S. 
Government Accountability Office.

The deductibles for many low-cost marketplace plans are high com-
pared to the average for people provided health benefits through their 
jobs. The average deductible for workers with job-based insurance is 
$1,135, according to the nonpartisan Kaiser Family Foundation’s 2013 
annual survey of  benefits.

So what happens in the future? Many middle-income families, who 
will not qualify for subsidies, will be financially hit the hardest. PwC re-
searchers say if  the price trend continues in insurance premiums, many 
employers may shift their employees onto the state and federal exchanges.  
Also, if  deductibles in the overwhelmingly selected Bronze plans remain 
prohibitively high, the newly uninsured will likely forgo healthcare – just 
like they did when they didn’t have any insurance at all. Health insurance 
for the newly insured will be seen just like a catastrophic coverage policy 
– assuming a patient or their family can scrape together the deductible. 
On the other hand, manufacturers will likely be making decisions to re-
duce future research and development investments as high deductibles 
incentivize people to forgo care that insurance will cover. 

For providers, it seems some hospitals and doctors across the 
U.S. have already announced they will not accept insurance provid-
ed by the exchanges because of  low rates and more subsequent red 
tape. For those providers who will accept the exchange insurance, 
some will get left with more people showing up with new insurance 
coverage, but who also cannot afford the care they are provided 
because of  the high deductibles. 

The newest wrinkle for the effectiveness of  the ACA roll out is the 
potentially destabilizing influence these hatefully high deductibles will 
have for the majority of  Bronze level enrollees.  The thing is called the 
Affordable Care Act. For many, it looks like it is not going to be so 
“affordable” after all. JHC
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trends

Can healthcare personnel in 
non-OR settings transmit healthcare-
associated infections via their uni-
forms or attire? Possibly. That’s why, 
as more evidence is being developed, 
hospitals should take precautions. 
The Society for Healthcare Epidemi-
ology of  America (SHEA) published 
a series of  recommendations on the 
subject in February.

Studies have demonstrated the 
clothing of  healthcare personnel may 
have a role in the transmission of  
pathogens, said Gonzalo Bearman, 
MD, MPH, a lead author of  the recom-
mendations and member of  SHEA’s 
Guidelines Committee. “This docu-
ment is an effort to analyze the avail-
able data, issue reasonable recommen-
dations, define expert consensus, and 
describe the need for future studies to 
close the gaps in knowledge on infec-
tion prevention as it relates to [health-
care personnel] attire.”

Healthcare facilities should con-
sider a number of  practices, accord-
ing to the recommendations.

“Bare below the elbows” (BBE). 
Facilities may consider adopting a BBE 
approach to inpatient care as a supple-
mental infection prevention policy. 
(BBE is defined as wearing of  short 
sleeves and no wristwatch, jewelry, or 
ties during clinical practice.) However, 
an optimal choice of  alternate attire, 

such as scrub uniforms or other short-sleeved personal attire, remains undefined. 
“While the incremental infection prevention impact of  a BBE approach to inpa-
tient care is unknown, this practice is supported by biological plausibility and studies 
in laboratory and clinical settings, and is unlikely to cause harm,” wrote the authors.

White coats. Facilities that mandate or strongly recommend use of  a 
white coat for professional appearance should institute one or more of  the 
following measures:

•  Personnel engaged in direct patient care (including house staff  and 
students) should have two or more white coats available and access 
to a convenient and economical means to launder them (e.g. onsite, 
institution-provided laundering at no cost or low cost).

•  Institutions should provide coat hooks that allow personnel to 
remove their white coat prior to contact with patients or a patient’s 
immediate environment.

Other apparel. The authors fell short of  recommending limiting the use of  
other specific items of  apparel, such as neckties. “The role played by neckties 
and other specific items of  [healthcare personnel] apparel in the horizontal 
transmission of  pathogens remains undetermined. If  neckties are worn, they 
should be secured by a white coat or other means to prevent them from coming 
into direct contact with the patient or near-patient environment.”

Laundering. Optimally, any apparel worn at the bedside that comes in con-
tact with the patient or patient environment should be laundered after daily use, 
says SHEA. White coats worn during patient care should be laundered no less 
frequently than once a week and when visibly soiled. At least weekly launder-
ing may help achieve a balance between microbial burden, visible cleanliness, 
professional appearance, and resource utilization. If  personnel launder apparel 
at home, a hot-water wash cycle (ideally with bleach) followed by a cycle in the 
dryer or ironing has been shown to eliminate bacteria. 

Footwear. All footwear should have closed toes, low heels, and non-skid 
soles. “The choice of  [healthcare personnel] footwear should be driven by a 
concern for [their] safety and should decrease the risk of  exposure to blood or 
other potentially infectious material, sharps injuries, and slipping.”

Healthcare attire and 
infection prevention
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trends

Identification. Name tags or identifica-
tion badges should be clearly visible on all 
healthcare personnel attire for identification 
purposes. Name tags are associated with pro-
fessional appearance, and are an important 
component of  a hospital’s security system.

Shared equipment, including stetho-
scopes, should be cleaned between patients.

The authors refrained from offering general guidance for pro-
hibiting items such as lanyards, identification tags and sleeves, cell-
phones, pagers, and jewelry. However, items that come into direct 
contact with the patient or environment should be disinfected, re-
placed, or eliminated.

If  implemented, all practices should be voluntary and accom-
panied by a well-organized communication and education effort 
directed at both HCP and patients, according to the authors of  
the recommendations.

To view the recommendations, which were published in the February 2014 issue of  Infection Control and Hospital Epidemiology, 
go to http://www.jstor.org/stable/10.1086/675066.

By the numbers
A total of  337 Society for Healthcare Epidemiology of  America members and members of  the SHEA Research Network 
(21.7 percent response of  1,550 members) responded to the survey regarding their institutions’ policies for healthcare 
personnel attire. The majority (91 percent) worked at hospitals.

•  A majority of  respondents (65 percent) felt that the role of  healthcare personnel attire in the transmission of  
pathogens within the healthcare setting was very important or somewhat important.

• Twelve percent of  facilities encouraged short sleeves, and 7 percent enforced or monitored this policy. 

•  Five percent discouraged the use of  white coats, and of  those that did, 13 percent enforced or monitored this policy. 

• Twenty percent of  facilities had a policy encouraging the removal of  watches and jewelry. 

•  A majority of  respondents (61 percent) stated that their facility did not have policies regarding scrubs, scrub-like 
uniforms, or white coats in non-clinical areas. 

•  Thirty-one percent responded that their hospital policy stated that scrubs must be removed before leaving the 
hospital, while 13 percent stated that scrubs should not be worn in non-clinical areas. 

• Neckties were discouraged in 8 percent of  facilities, but none monitored or enforced this policy.

•  Although 43 percent of  respondents stated that their hospitals issued scrubs or uniforms, only 36 percent of  
facilities actually laundered scrubs or uniforms. A small number of  hospitals provided some guidance on home 
laundering: 13 percent provided specific policies regarding home laundering, while 38 percent did not.

• Half  of  facilities required specific types of  footwear, and 63 percent enforced and/or monitored this policy. JHC
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By Robert T. Yokl, Chief Value Strategist, Strategic Value Analysis® in Healthcare

value analysis

Accountable Care Organizations (ACO) are popping up all over the 
country. The ACO concept centers around healthcare organizations banning 
together to provide overall care coordination for a single patient event or mul-
tiple events. In doing so, the ACOs would guarantee a flat rate per episode of  
care, or a monthly rate per covered lives to third-parties payers. This is a new 
way of  doing business in healthcare that is still just in a pilot stage for most 
ACOs, but can be a reality for supply chain professionals who need to figure 
out a foolproof  way to guarantee their supply chain supplies and purchase ser-
vices cost also under these new and risky agreements.  

With these facts in mind, our industries’ traditional 
price per unit or price per activity contracting approach 
won’t work under the ACO’s cost structure, since price 
increases and yearly contract renewals will be obsolete. 
We need to find new approaches to contracting that are 
absolutely necessary to meet the new ACO’s challenges. 

solutions from other industries
Therefore, I always find it helpful to look to other in-
dustries for solutions to our healthcare challenges.  One 
such solution, pioneered by Kate Vitasek, supply chain 
consultant and educator, is Vested Outsourcing. It’s a term that means, “Cre-
ating outsourcing relationships where companies and their suppliers become 
vested in each other’s success.” The multifaceted goals of  Vested Outsourcing 
for healthcare organizations and their suppliers, which are different from tradi-
tional contracting, are:
Focus on outcomes, not transactions: Both parties agree to align 
their interests around more efficient, higher quality and low-cost solutions 
than is presently being provided for multiple years (e.g., 5 or more).
Focus on what, not the how: Less emphasis on things and processes 
and more weight given to performance expectations. In short, let the experts 
do their job without dictating how they should their do job. All they need to 
know is their scope, not boundaries.
Agree on clearly defined and measureable outcomes: Outcomes 
are to be expressed in terms of  a limited set of  (ideally five) high level metrics. 
Less is more under these agreements. 
Optimize pricing model incentives: Structure pricing that incentivizes 
best price/service trade-offs. Under these arrangements your suppliers are 

rewarded for solving your problems 
and then not penalized for costs 
that they don’t control (e.g. fuel, 
transportation, postage, chemical 
increases, etc.).
Build a governance structure 
that creates insight, not just 
oversight: Employ a panel of  
internal experts (i.e., performance 

committees) to help 
you manage individual 
contracts that improves 
performance – over 
time. These com-
mittees’ charge is to 
collaborate with your 
suppliers in improve-
ments, not hang them 
out to dry. 

These Vested Outsourcing goals 
might seem formidable considering the 
bid, negotiate and forget mentality of  
our present contracting regiment. Yet, 
in the new ACO environment these 
principles are the foundation of  a fluid, 
progressive model that can quickly be 
altered as your ACO’s goals and patient 
population requirement’s fluctuate. 

That’s why the old way of  con-
tracting for products and services at 
newly formed ACOs no longer will 
work, and why new tactics must be 
experimented with, like Vest Out-
sourcing, to meet the new challenges 
of  the new healthcare economy we 
live and work in. JHC

vested Outsourcing and aCOs
new approaches to contracting are necessary to meet new aCO’s challenges
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service contracts

In the new world of healthcare, 
effective service contract manage-
ment can save your organization 
money while increasing the quality 
and value of  your equipment servic-
es. No longer can a one-size-fits-all 
solution be accepted as adequately 
managed service. 

Sourcing agents and clinical en-
gineering personnel are faced with a 
daunting array of  service offerings 
from both OEMs and independent 
service organizations. Today’s chal-
lenge is recognizing the program or 

service offering that satisfies not only your needs on a macro level, but also on a mi-
cro level – the individual piece of  equipment – all while minimizing your fiscal risk 
and maintaining your ability to meet the demands of  this dynamic environment.

Service contract management is seldom a bottom-line decision. The total 
cost of  service goes beyond the number on the last page. There are a variety 
of  service aspects that must be taken into consideration when determining 
the value of  a service contract. Among these are parts costs, labor, upgrades, 
glassware (tubes, image intensifiers), and digital detectors. Poor service contract 
management can lead to increased costs, extended downtime, poor diagnosis, 
legal and liability issues, and employee inefficiency.

risk assessment
One of  the first considerations when determining the level of  service best 
suited for your organization is risk assessment. Risk assessment is defined as 

service contract  
Management
as the affordable care act appears less and less affordable, the value of service 
contract management takes on an even higher level of importance within the 
supply chain management department. 

By Joe Haduch



service contracts
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the level of  risk or responsibility your institution is willing to take in 
regard to your equipment’s service. 

Typically, risk is inversely proportional to contract cost. If  your 
primary fiscal goal is to maintain some level of  cost certainty with 
minimal financial risk, you will most likely be purchasing a high-cost, 
high-coverage contract. However, if  your strategy is to minimize, if  
not eliminate, contract expenses, you risk the potential of  paying high 
out-of-pocket costs for critical, if  not catastrophic, repairs. 

You can minimize your level of  risk while maintaining a level of  cov-
erage appropriate for your equipment by taking into consideration 
the following:

• The service requirements of  your department or facility.
• The equipment’s service history. 
• All levels of  service contract coverages. 

Evaluate the service requirements 
of your department or facility. As you 
begin to evaluate the needs of  your depart-
ment, consider the time the equipment is in 
use. Equipment schedules will affect the avail-
ability and the necessity of  adding overtime 
hours to your service agreements’ principal 
hours of  coverage. The redundancy of  your 
equipment – whether it’s a CT scanner or an 
infusion pump – will very often dictate the 
urgency of  equipment repair. Take this into 
consideration when determining response 
time or priority parts delivery in your service 
contract. Very often, a smaller community hospital may lack equip-
ment redundancy, thus creating a greater need to minimize downtime. 
Patient volumes and the number of  studies can affect contract and 
certain parts costs.

Review equipment service history. A comprehensive analysis 
of  equipment’s service history is critical to minimizing risk. Past per-
formance may not be an exact indicator of  future results, but it is still 
an important guide. Determine your previous labor and parts spend 
based on normal time and materials. (This would be your costs, if  
you didn’t have a service contract.) How do those costs compare to 
the coverage costs of  the service agreement? Has the service engi-
neer spent a lot of  labor diagnosing software issues or user errors 
and replaced very few parts? How much of  the labor has been done 

during overtime hours, and can the hospi-
tal department accommodate service during 
normal business hours? Equipment service 
history should be available from your cur-
rent service provider or the OEM if  the 
equipment is still under warranty. A compre-
hensive review of  service histories will help 
you better identify the service needs of  indi-
vidual pieces of  equipment.

Evaluate all levels of service con-
tract coverages. Though your facility 
may only have minimal in-house capabil-
ity, it is still important to review all levels 
of  service coverage offered by your service 

provider. Many contracts can be custom-
ized to meet your specific needs. If  your 
equipment is older and has a high amount 
of  parts replacement, then some level of  
parts coverage should strongly be consid-
ered. A contract may only include service 
support and remote diagnostics to support 
your in-house group. These agreements are 
normally available for minimal cost com-
pared to full service contracts. No matter 
the coverage, review all available options. 
Your organization may not currently be in 
a position to take on additional risk and re-
sponsibility, based on either fiscal restraints 

“ as you enter into future 
service agreements, you 
must have the ability to 
increase or decrease service 
coverages, as you and your 
organization see fit.”
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service contracts

or in-house service competences, but re-
viewing all levels of  costs and coverages 
will show you the potential value of  other 
service models and allow you to reduce fu-
ture contracts. Due diligence is the key to 
minimizing contract risk. 

Don’t be a conformist
With healthcare moving from a volume-based 
delivery model to that of  a quality-based  

approach, you will be faced with fiscal and 
operational challenges not seen since the 
changes in the steel and auto industries of  
the last century. Your ability to adapt to 
these changes will be key not only to your 
personal success, but the success of  your 
organization. A key element to successfully 
meeting these challenges will be negotiating 
contracts that permit a large degree of  cov-
erage flexibility. Most service organizations 
will gladly permit you to increase service 
coverage; however, it’s vital that these same 
agreements allow you to lower coverages, 
and lower contract costs, to meet any orga-
nizational changes you may encounter. 

Administrators will look to you for lower 
costs and a more effective and value-driven 
service plan. As you enter into future service 
agreements, you must have the ability to in-
crease or decrease service coverages, as you 
and your organization see fit. This will also 
allow you to more effectively meet the service 

needs of  your facility as equipment ages and in-house repair capabili-
ties expand or contract. 

Effective service contract management that includes a thor-
ough analysis of  your clinical needs, equipment service histories 
and available service options will be a key component in ensuring 
your facility’s best service value. Flexibility, with respect to both 
cost and service offerings, will afford you the ability to change 
as your fiscal and service needs warrant. Preparing today for the 
challenges of  tomorrow will better position your organization for 
future success. JHC

Glassware typically refers to x-ray tubes and image intensi-
fiers, commonly called IIs. These are high-cost items that are 
not normally covered under a base service agreement. In 
addition, not all x-ray tubes are created equal. A tube on a 
portable or general x-ray room may only cost a few thou-
sand dollars, however a CT tube may list for a few hundred 
thousand dollars. There are usually a number of ways service 
organizations offer tube coverage, from pay-as-you-go, to 
annual tube coverage programs, to discounted tube costs 
based on patient volumes. As with all service coverage, de-
cide what offering is best for you. 

You may also want to be on the lookout for these other high-
cost parts, not normally covered in your service agreement:

• Digital detector coverage.
• Magnet monitoring and cryogen replacement.
• Ultrasound probes.

Joseph A. Haduch, MBA, MS is the director of  imaging services for UPMC Biotronics, Pittsburgh, Pa. He is responsible for the operational 
and administrative duties associated with UPMC’s imaging and radiology equipment service division, which comprises nearly $500 million of  
equipment inventory. He manages a staff  of  25 radiology and oncology service engineers, parts procurement and service contract negotiations.

Haduch has 25-plus years of  experience in the repair, installation, management and procurement of  imaging equipment and service. He 
began his career with Mercy Hospital of  Pittsburgh (now UPMC Mercy) as an entry-level imaging engineer, and soon moved through the 
ranks until becoming technical specialist for the Imaging Services group. With UPMC, he worked as a radiology engineer specialist before 
becoming director in 2008. 

He received both his MBA and M.S. in Management and Technology from Carlow University in Pittsburgh. He graduated from Point 
Park University with a B.S. in Electrical Engineering Technology, and received his A.A.S in Biomedical Equipment Technology from Penn 
State University.

Why you need to be aware of glassware



You worry about the
  bottom line...

We’ll take care of your 
front line.

Approximately 8 million U.S. healthcare workers (HCW) are potentially  
exposed to hazardous drugs, including pharmacy and nursing personnel.1   
These drugs are known or suspected to cause cancer, miscarriages, birth  
defects, or other serious health consequences.2 

At B. Braun, we’re protecting those who dare to care with innovative,  
closed system devices designed to help reduce the risks associated  
with admixture, transport, delivery and disposal of hazardous drugs. 

For more information on exposure and reducing the risks, visit www.CytotoxicExposure.com 

1 US Bureau of Labor Statistics, May 2006 National and Occupational Employment and Wages estimates, Washington DC: United States Department of Labor, Bureau of Labor Statistics; 2007 
2 www.invw.org/chemo-main
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diversity in the workplace

By William Foltz

Max insights

Medicaid and accountable care
According to data from Leavitt Part-
ners, a healthcare intelligence and 
consulting firm, at least 10 states have 
Medicaid ACO programs in various 
stages of  development. Only Colorado, 
Oregon, and Utah have operational 
Medicaid ACO models, which together 
cover roughly three-quarters of  a mil-
lion lives. Minnesota and New Jersey are 
the next closest to launching Medicaid 
ACOs and are currently evaluating their 
potential benefits through small-scale  

state-Level accountability
Could a new aCO model work at the state-level?

demonstration projects. In addition, Alabama, Arkansas, Illinois, Iowa, and  
Vermont have all passed legislation to create accountable care models for Medicaid.

Much like their Medicare counterparts, Medicaid ACOs aim to decrease 
costs and improve patient outcomes. However, unlike ACOs participating in 
the Medicare Shared Savings Program or Pioneer ACO Model, Medicaid ACOs 
are largely state-run initiatives. Some Medicaid ACOs have received grants or 
waivers from federal organizations, but their operating and reimbursement 
structures are not dictated by national legislation, which gives them greater 
flexibility and has led to a variety of  different Medicaid ACO models. 

Where Medicaid aCOs differ
The greatest difference between Medicaid ACOs lies in the extent of  partici-
pating providers’ responsibility for costs and quality. For example, the Colorado 

Medicare and commercial insurers dominate the current conversation about 
accountable care organizations (ACOs) today, but a lesser-known type of  ACO has risen 
in few states looking to improve care and reduce the cost of  their Medicaid programs. 
Though not referred to explicitly as “ACOs,” the initiatives serve as interesting examples 
of  how states have adopted accountable care principles to reform government-organized 
healthcare on the local level.
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max insights

Medicaid ACO model emphasizes care coordination and development 
of  community-based support services that work with patient-centered 
medical homes to improve outcomes. Providers can earn incentive 
payments upon meeting goals for reduced utilization of  inpatient read-
missions, ER visits, and imaging procedures, but they bear no respon-
sibility for overall costs. 

In Oregon’s Coordinated Care Organization model, however, 
each ACO is given a lump monthly payment and bears full respon-
sibility for quality as well as the total cost of  patient care. One of  
Minnesota’s pilot programs, the Hennepin Health demonstration 
ACO, extends provider accountability even further through a shared 
savings model that includes nonmedical services such as public hous-
ing, social services, and correc-
tions in an attempt to integrate 
services typically associated with 
low-income populations.

In some ways, Medicaid ACOs 
are fulfilling the same role as man-
aged care organizations (MCOs), 
which handle medical care for the 
majority of  Medicaid recipients 
across the country. Both operate 
under cost restrictions or incen-
tives, typically through capitated 
budgets or shared savings, and 
their performance is often tied 
to clinical quality measures to en-
sure adequate patient care. 

However, Medicaid ACOs 
differ in a few key respects that 
make the model attractive to 
some states. Because medical 
providers, rather than the MCO, bear direct responsibility for patient 
care and costs, it’s easier for Medicaid ACOs to coordinate care and 
launch initiatives to improve patient outcomes or reduce expenses, es-
pecially if  the providers are part of  an existing PHO or community 
medical organization. Even in Medicaid ACO models like Colorado’s 
that have prioritized patient care over cost reduction in their early stag-
es, lower utilization and healthier patients may decrease the growth of  
Medicaid spending over time and present a better long-term solution 
for states concerned with the value of  cost-driven managed care plans.

Even so, managed care will still be a major part of  the Med-
icaid program, and if  Medicaid ACOs prove successful, future 

Medicaid reimbursement models will likely 
involve partnerships between ACOs and 
MCOs that leverage the strengths of  each. 
A November 2013 briefing paper from the 
Center for Health Care Strategies (CHCS) 
outlines such a care model in which the two 
organizations can complement each other 
and improve care. Though setting relative 
capitation rates and delineating patient care 
responsibilities present challenges, Medic-
aid ACOs can benefit from the data ana-
lytics, utilization management, and quality 

support capabilities of  estab-
lished MCOs, while ACOs 
are better positioned to im-
prove outcomes and reduce 
costs at the point of  care for  
the MCO’s population.

Though most state’s Med-
icaid ACOs are still in their 
pilot or development stages, 
Colorado and Oregon have re-
leased preliminary results show-
ing modest improvements. In 
Colorado, patients covered by 
the Accountable Care Collab-
orative experienced a lower rate 
of  hospital readmissions and 
number of  imaging procedures 
from June 2012 to 2013 com-
pared to a historical baseline 
population. Oregon’s Coordi-

nated Care Organization program demon-
strated a 13 percent decrease in emergency 
department visits and an 8 percent reduction 
in preventable hospital readmissions over the 
project’s first nine months of  operation. 

Whether the positive findings are borne 
out by more rigorous comparison research 
or can be sustained over the long term has 
yet to be seen, though they are encouraging 
signs for advocates of  an accountable care 
approach in Medicaid. JHC

Oregon’s Coordinated
Care Organization 

program 
demonstrated a 13 
percent decrease 

in emergency 
department visits and 
an 8 percent reduction 

in preventable 
hospital readmissions 

over the project’s  
first nine months  

of operation.
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calendar of events Send all upcoming eventS to graham garriSon, managing editor, at ggarriSon@mdSi.org
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Amerinet

2014 Amerinet Member Conference 

May 20-23, 2014 

Paris Hotel 

Las Vegas, Nev.

AHRMM

AHRMM Annual  

Conference & Exhibition 

August 3-6, 2014 

Orlando World Center Marriott

ASCP (American Society of Consultant Pharmacists)

Annual Meeting

November 5-7, 2014 

Gaylord Palms Resort & Convention Center 

Orlando, Fla.

ANAE (Association of National Account Executives)

ANAE Annual Conference 2014

July 21-22, 2014 

Chicago, Ill.

Health Connect Partners

Radiology & Imaging Conference

April 28-30, 2014 

St. Louis, Mo.

Hospital O.R. & Surgery Center Conference

April 30-May 2, 2014 

St. Louis, Mo.

Hospital Pharmacy Conference Spring 2014

May 5-7, 2014 

St. Louis, Mo. 

Amerinet

Fall Hospital Pharmacy Conference

Oct. 6-8, 2014 

Chicago, Ill.

Hospital & Healthcare I.T. Conference

Oct. 13-15, 2014 

Chicago, Ill.

IDN Summit

2014 Spring IDN Summit and Reverse Trade Show

April 7-9, 2014 

Omni Orlando Resort and Champions Gate 

Orlando, Fla.

MDSI

Market Insights Supply Chain Forum

Oct. 6-7 

Charlotte, N.C.

Premier

Breakthroughs Conference 

June 10-13, 2014 

San Antonio, Texas 
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The Centers for Disease Control and Prevention (CDC) estimates that 2 million hospital patients contract a Healthcare 
Acquired Infection (HAI) each year, costing the hospitals an estimated $45 billion annually and leading to 100,000 patient 
deaths.* Infection Control is a serious issue in the healthcare industry, and Health o meter® Professional Scales is proud 
to offer the first and only professional Antimicrobial** scale. Health o meter® Professional Scales has developed the new 
3001KL-AM Antimicrobial scale as another valuable tool for medical facilities in the fight against HAIs. This new scale 
features Dupont™ Alesta® AM patented*** antimicrobial powder coating on the scale’s handrails and transport handle. 
This unique powder coating uses silver ionic technology that can suppress the growth of  microorganisms and limit the 
transmission of  harmful microbes, helping reduce patient and staff  exposure to various bacteria and viruses. 

 This new Antimicrobial scale also includes important Patient Safety features such as a low profile platform and 
“live” handrails. Additionally, healthcare professionals will value the scale’s transport handle and rugged, scuff-proof  
wheels for their durability and convenience. The new 3001KL-AM also includes beneficial features that come standard 
on Health o meter® Professional digital scales such as Body Mass Index functionality, EMR connectivity, and an industry 
leading 1,000 lb/ 454 kg capacity. Special options for this scale include a mechanical height rod, and for a limited time 
only, customers can have the scale shipped to their facility pre-assembled – at no extra charge!

To learn more about the new Health o meter® Professional 3001KL-AM Antimicrobial scale, visit  
www.homscales.com/antimicrobialscales.

* http://ortoday.com/digital-edition-january-2014/
** Antimicrobial protection is limited to the treated article and does not protect a user against disease-causing bacteria.
*** Patents US6093407(A), US643241 (B1)
Axalta Coating Systems LLC and all affiliates. Alesta® is a registered trademark owned by Axalta Coating Systems LLC and all affiliates. 
Free assembly promotion valid on purchases made through June 30, 2014.

Improving Infection Control Outcomes: Antimicrobial scale

SolutionSSpotlight

EvEry 5 minutEs 
in America someone dies from a Healthcare Acquired Infection*

The Market’s First and Only 
Antimicrobial Professional Scale 
Scan the QR code to learn 
more about Health o meter® 
Professional’s new Antimicrobial scale or visit
www.homscales.com/antimicrobialscales

*http://ortoday.com/digital-edition-january-2014/
**Patents US6093407(A), US643241 (B1). Axalta Coating Systems LLC and all affiliates. Alesta® is a registered trademark owned by Axalta Coating Systems LLC and all affiliates.

Features Dupont™ Alesta® AM patented** Antimicrobial  
Powder Coating which uses environmentally sustainable silver ions to inhibit 
the growth and transmission of harmful microbes on treated surfaces.



IntheHeadlines

California: Santa Clara Valley Health and  
Hospital System interested in acquisitions
In January 2014, Santa Clara Valley Health and Hospital System 
(San Jose, CA) announced its interest in acquiring O’Connor 
Hospital (San Jose, CA) and Saint Louise Regional Hospital 
(Gilroy, CA) from Daughters of  Charity Health System (Los 
Altos, CA). Buying one or two hospitals would eliminate the 
need to spend $600 million to replace about 100 licensed beds 
the county expects to lose because an older Santa Clara Valley 
Medical Center (San Jose, CA) building has not been seismically 
retrofitted. O’Connor and Saint Louise reportedly need any-
where from $10 million to $20 million of  seismic work to meet 
standards beyond 2030. The acquisitions would also address the 
demand created by tens of  thousands of  county residents ex-
pected to sign up for health insurance under the state insurance 
exchanges. Any hospital purchase would have to be approved 
by at least three of  the five Santa Clara County supervisors. 

Editor’s note: The following news has been compiled by Major Accounts Exchange (The MAX), healthcare’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 market intelligence. For the latest news impacting the supply chains of  over 1,200 IDNs and all the 
GPOs, visit http://www.uslifeline.com/

Hospital and health system news from across the country

DC: DoD uses EHR interface to help  
reduce VA disability claims backlog
The US Military Health System (DoD) (Washington, 
DC) launched the Health Artifact and Image Manage-
ment Solution (HAIMS), which makes electronic health 
records automatically available to service members who 
have separated or discharged from the military since 
January 1, 2014, and also available to US Department of  
Veterans Affairs (VA) (Washington, DC) providers, in 
order to help expedite disability claims. This is another 
attempt to reduce the disability claims backlog at the 
VA. The result is an interface from DOD to VA through 
HAIMS, which represents the two organizations work-
ing together collectively to solve a problem and coming 
up with a solution, a timetable, and a way to put the 
solution in place on schedule.

Virginia: Rappahannock General Hospital signs LOI to join Bon Secours Virginia Richmond Health System 
Rappahannock General Hospital (Kilmarnock, VA) signed a letter of  intent to join Bon Secours Virginia Richmond Health Sys-
tem (Richmond, VA), two years after they entered into a clinical affiliation agreement. The agreement will include the hospital, 
Chesapeake Medical Group (Kilmarnock, VA), and the hospital’s foundation. The agreement awaits applicable approvals. 
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Comes advanced science for

SKIN.

Prevantics® for skin, the first FDA approved 3.15% Chlorhexidine Gluconate (w/v) and  
70% Isopropyl Alcohol (v/v) skin antiseptic with up to 7 days antimicrobial persistence.1

To request a sample and more information, please visit pdihc.com/prevantics.

From the leaders in

SURFACE...

1 Prevantics® Swabstick and Maxi Swabstick only.
©2014 PDI. All rights reserved. Prevantics® is a registered trademark of  Professional Disposables International, Inc.
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YOUR TRUSTED GUIDE

As facility costs continue to rise, providers increasingly focus on non-traditional 
spend areas like facilities, HR benefits and energy. Team up with CoreTrust as your 
expert guide on indirect spend and watch your savings soar. Learn more about 
CoreTrust at www.totalcostmanagement.com

“Experience matters. I recommend a  
TRUSTed partner to help you not only 

survive, but thrive.”


