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John Pritchard

PUBLISHER’S LETTER

I recently took my truck in for service at the local Ford dealership. I am on my 
third Ford truck and have been very happy with all three. I have them serviced at the same deal-
ership by the same service manager, Wayne. Wayne is a great guy in his mid-50s and loves cars 
like I do. We always have a nice conversation about cars, features, current events or even college 
football, especially when my Buckeyes are winning. Wayne looks out for me. He ensures any re-
calls are addressed without me asking, and that my time isn’t wasted by keeping the maintenance 
on schedule. I can’t think of  a time I had to return because work wasn’t done satisfactorily. 

Now, every time I have my truck serviced, Wayne tells me I’ll be receiving a survey via 
phone, mail or email. He says he would like to know in advance if  I can’t 
give him all 5s on the survey. Anything less than a 5 is an egregious mark 
against his service, the dealership and the Ford brand. Truth be told, I 
never fill out surveys unless I want to complain. It would take a pretty 
bad experience at my local dealership to fill out a report with less than 
5s, regardless of  what went wrong during my visit, because Wayne has 
made it known to me how important it is to him and the dealership.

Big Data is making demands on everyone in healthcare, especially with 
patient experience scores. Care givers are beginning to communicate with 
patients about how critical good scores are to them and their facilities. There 
probably isn’t as much payment at risk based on patient experience scores as 
we thought there’d be, but that dynamic may change in the next few years. 
How patients grade the frontline care givers and facilities will determine 
more and more of  how much they get paid. This is the most obvious effect 
from reform and its underlying intent to add the value equation into our 
nation’s healthcare delivery system. 

You can connect the dots. If  our physicians and hospitals implore pa-
tients to fill out surveys – and the importance of  good marks on those surveys – they will get 
better scores. But what I hope the real message is that if  our care givers display real concern and 
earnest caring, they will be rewarded with good marks. As it should be.

Thanks for reading this issue of  The Journal of  Healthcare Contracting.

The Pursuit of Good Marks

There probably 
isn’t as much 

payment at risk 
based on patient 

experience scores 
as we thought 
there’d be, but 

that dynamic may 
change in the next 

few years. 
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Seeing the Field

Jim Marziale joined Am-
erinet as vice president, field 
specialists, in May 2014, 
following roughly 20 years 
in healthcare distribution 
and four years in inventory 
and asset management for 
two logistics corporations. 
But his training in leader-
ship and teamwork began 
even earlier.

Born and raised in LaFayette, 
N.Y., a small town about 20 miles 
south of  Syracuse, he was surround-
ed by mentors. “Proud Americans,” 
he says.

His father, first-generation Italian 
immigrant Americo Marziale, was a 
member of  the Greatest Generation. 

Jim Marziale 
believes in the 
importance of 

leadership and 
teamwork.  

Not surprising. 
He’s had some  

great teachers.

Jim Marziale
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As a member of  the 466th Bombardment Group (Heavy), 
he flew B-24 bombers on missions from England over 
Germany during World War II. His crew was shot down 
on March 14, 1945, during the Rhineland Campaign, but 
he and a friend were lucky enough to be picked up by a 
forward reconnaissance unit of  Hodges 1st Army.

“He was like others of  that generation,” says Marziale. 
“They came home from war and went to work.”

West Point
In school, Jim Marziale was a three-sport athlete: lacrosse, 
football and basketball. He almost played football at the 
college level, but as one of  the top lacrosse players in the 
Northeast, he was recruited by U.S. Military 
Academy lacrosse coach Dick Edell to come 
to West Point. “I not only liked lacrosse, but 
I bought off  on everything West Point was 
about,” he says. “I am a huge advocate of  the 
service academy experience in general.” (He’s 
still involved in lacrosse. In fact, he coaches 
the girls team at The Woodlands High School 
in The Woodlands, Texas.)

Marziale gained further experience in lead-
ership and teamwork serving in the United 
States Army from 1984 through 1989. Com-
missioned in air defense artillery – his first as-
signment was in Germany, where his mission 
was active surveillance of  the Czechoslova-
kian boarder – he was trained and NATO-
certified as a Tactical Control Officer, in charge of  a sur-
face-to-air missile unit. “It was 1985; we were still focused 
on the Cold War and the Warsaw Pact countries,” he says.

He got a close-up look at healthcare – and its supply 
chain – following the birth of  his first daughter in Frankfurt, 
Germany, who was born prematurely, at 27 weeks. Medically 
evacuated to Walter Reed Army Medical Center, she spent 
almost a year in recovery, her mother with her all the time. 
Marziale was transferred to the Quartermaster Corps, and 
received logistics training in the Defense Logistics Agency, 
whose responsibility it is to support the military through the 
acquisition and management of  weapons and other materials.

Through his work in the Army, Marziale became ac-
quainted with performance-oriented training, or what he 

now refers to as situational training. “At that time, the 
Army’s budgets were tight, resources were shrinking, but 
the threat from the Warsaw Pact countries was growing, 
and we had to maintain readiness. When I think about it, 
it sounds like our healthcare industry today.

“We had to get smarter. Training had to be more relevant. 
And the Army realized we had to elevate folks who had ex-
perience, who were engaged, who understood the situation. 
We needed to get them in the setting, evaluate what we were 
doing, then teach everyone else what they learned. That was 
one of  my big takeaways. That’s my whole mindset today, 
whether it’s coaching high school lacrosse or leading a team 
[in healthcare].”

Supply chain
In 1989, he joined Baxter Healthcare (later Allegiance 
Healthcare, now Cardinal Health) in the mid-Atlantic 
area. Under the direction of  Area Vice President Skip 
Dalrymple, Marziale was exposed to all facets of  the 
business – sales, customer service, inventory, contract-
ing, sales management, distribution, etc. “Skip’s phi-
losophy was to grow general managers, people who 
holistically understood the company,” he says. It was 
another valuable lesson learned. In his fourth year with 
the company, he was promoted to regional operations 
and moved to Houston.

In early 1997, however, Marziale left healthcare to become 
corporate director of  inventory for American Parts Services, 

“ Analytics are not 
solutions by themselves. 
They point you in a 
direction, but you 
need people, teams, 
leadership, to capitalize 
on those opportunities.”
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for whom he led inventory management and purchasing for 
Big-A Auto Parts stores, with 270 company-owned stories, 
28 distribution centers and 215 installer warehouses. 

A year later, he followed American Parts Services CEO 
Mark Hoffman to Corporate Express Delivery and its new 
subsidiary delivery business, where he was in charge of  
asset management. He was responsible for roughly $75 
million in fuel, capital equipment and MRO, and for a time 
was one of  the largest procurers of  small delivery vehicles 
in the country, working with companies such as Ford Mo-
tor Company and General Motors. 

Supplier relationships
The Corporate Express Delivery gave Marziale a direct 
look at the supplier proposition. “The big lesson for me 
was, supplier relationships are really important. And in 
those relationships, trust is very important.

“Until that experience, I considered myself  a hard-
core ops person. I put everything on the financial value 
proposition. I just wanted the best deal. What I came 
to learn was, in a competitive marketplace, you need 
suppliers you can collaborate with, that you can trust. 
It doesn’t mean you don’t want a competitive deal. But 
there has to be more.”

Another thing Marziale learned was that just because a 
person comes into an industry from outside, that doesn’t 
mean he or she has the answers to that industry’s ills. “A 
lot of  times, when people come in, they make the mistake 
of  thinking, ‘These people don’t know what they’re do-
ing,’” he says. “What I’ve learned is that there are nuances 
in any business that must be [understood]. There are nu-
ances that force people in that industry to do things that 
might look absurd in an academic world.” 

Healthcare is a good example, he says. Standardization 
and utilization control are sound concepts, but in the end, 

they are subordinate to patient care. Despite 
the best laid plans, product usage depends on 
what the clinician needs when he or she is in 
surgery or taking care of  a patient. “You have 
to think of  any industry’s primary objective. 
In healthcare, it’s patient care. And that’s more 
pronounced now than ever, as reimbursement 
is being driven by outcomes.”

His experience outside healthcare taught 
him another lesson – the value of  analytics. 
“I’m a big proponent,” he says. “But what I 
would say is, analytics determine opportunity. 
Analytics are not solutions by themselves. 
They point you in a direction, but you need 
people, teams, leadership, to capitalize on 
those opportunities.”

Back to healthcare
In 2001, Marziale was recruited by Cardinal 
Health to become regional manager of  the 

South Texas region, where he previously had served as 
director of  operations. “At the time, South Texas was con-
sidered a mature region for the company,” he says. “But we 
doubled the size of  that region in five years by selling sup-
ply chain excellence.” Rather than selling product features 
and benefits, Marziale and his team focused on “winning 
the channel.” Instead of  approaching customers from 
the standpoint of  selling products, “we realized the story 
we needed to tell was, ‘We need to be your supply chain 
partner.’ The products were the fuel running through that 
engine,” making it run efficiently. The approach lowered 
the customer’s costs while increasing the supplier’s sales.

“ There are nuances in 
any business that must 
be [understood]. There 
are nuances that force 
people in that industry 
to do things that might 
look absurd in an 
academic world.”
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Later, in 2006, when he was serving as Cardinal’s vice 
president of  clinical operations management, Marziale was 
asked to create a Medical Supply Solutions Group. “I had 
always been in the field or run field businesses,” he says. 
“To me, this opportunity sounded very consultant-driven.” 
It wasn’t. “The key thing was, it focused on implementa-
tion,” he says.

“We were a very eclectic group,” comprising materials 
managers, nurses, IT specialists and others, he says. Their 
job was to help clients improve their processes for product 
acquisition, inventory management, labor management, 
etc. One big project in which the group was engaged was 
helping one IDN – North Shore-Long Island Jewish – 
build an 84,000-square-foot integrated distribution center 
in Bethpage, N.Y., in 2011.

Amerinet
Marziale joined Amerinet in May 2014, as vice president, 
field specialists. It’s a logical step in his career.

In his role, he is responsible for leading the field 
specialist sales organization and developing strategies 
to drive sales growth and support the member expe-
rience. Amerinet’s specialists are experts who provide 
one-to-one interaction with members to optimize prod-
uct standardization and utilization, and to enhance sav-
ings opportunities and clinical outcomes in a variety of  
portfolio areas.

“What got me excited about this opportunity was its 
breadth,” he says. “The group I have now is multidisci-
plinary. It’s not just med/surg, but pharmacy, diagnostic 
imaging, lab, nutrition, environmental services, engineer-
ing.” Combined with Amerinet’s executive solutions group, 

“we are able to address much of  our member’s P&L,” he 
says. “And it’s embedded into the GPO business model, 
where I think it can really shine.”

Amerinet has robust service offerings, says Marziale. 
“We feel that if  we take these solutions, put them in the 
hands of  subject matter experts, we will not only have a 
better chance of  successfully deploying them, but also of  
helping our members reap the outcomes they are meant 
to achieve.”

There are plenty of  challenges facing Marziale, Ameri-
net and healthcare providers in general. Taking care of  an 
aging population with declining reimbursement is just one 
of  them. “But these industry forces are opportunities for 
my team,” he says. They intend to make the most of  those 
opportunities by:

Maximizing its peer-to-peer strategy, whereby a pro-
vider professional, such as a pharmacist, is matched with a 
counterpart from Amerinet.

Strengthening its city market approach, that is, capital-
izing on the relationships that providers form within cer-
tain metropolitan areas.

Promoting team selling. “It’s going back to military 
days,” says Marziale. “It’s like an eclectic task force.”

“I believe that the old adage, ‘Necessity is the moth-
er of  invention,’ is alive and well in healthcare,” says 
Marziale. “Business models will change. We all have to 
change. The solutions for success will be found through 
collaboration with clinical care providers in the field, 
where patient care is delivered.

“They’re the ones doing the work. We have to get 
close to them. We have to offer solutions they will  
buy into.” JHC

“What I came to learn was, in a competitive 
marketplace, you need suppliers you can 

collaborate with, that you can trust. It 
doesn’t mean you don’t want a competitive 

deal. But there has to be more.”
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THE ACQUIRED PRACTICE

An Acquired Skill
Best practices from health systems that have acquired physician practices

Hospitals and health systems 
continue to extend into ambula-
tory settings to achieve cost savings, 
maintain stakeholder satisfaction and 
achieve growth. As they do so, con-
tracting executives are learning that 
the acute and non-acute markets are 
very different. Each has unique capa-
bilities, rules for success and require-
ments for distribution, alignment/
coordination, products, contracting, 
inventory management, technolo-
gies, support and geography. The 
following Acquired Practice column 
highlights some best practices from 
health systems executives in this 
growing and important market.

Make the proper introductions
When a new practice is brought in at 
Weill Cornell Medical College in New 
York, a team from supply chain vis-
its the doctors and staff  to smooth 
the transition, says John Frain, direc-
tor of  purchasing. They handle the 
outfitting of  any needs the practice 
has, and they introduce the practice 
to the IDN’s prime vendors, in medi-
cal/surgical, office supplies, phar-
maceuticals (e.g., vaccines), etc. Weill 
Cornell uses different prime vendors 
for acute and the non-acute settings 

The Journal of Healthcare Contracting | December 2014 11
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THE ACQUIRED PRACTICE

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 consistency of  prod-
ucts 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 physician 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 driv-
ing 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,” says Frain. “That’s the first step. The second 
step is to get all the doctors to agree on certain commodi-
ties. That will bring additional savings.”

Give physicians a voice
Norfolk, Va.-based Sentara Healthcare launched DOCx-
direct – a purchasing program for community physicians 
– in 2001 as a way to help doctors lower their non-labor 

costs by leveraging Sentara’s buying power. Today, approx-
imately 260 practices participate. 

DOCxdirect members can purchase med/surg prod-
ucts, medical equipment, office supplies, pharmaceuticals, 
even services, such as red-bag-waste removal, document 
shredding and storage, and instrument sharpening. DOCx-
direct delivers additional savings by supplying many of  the 
products on which Sentara Healthcare has standardized 
– no easy feat among acute and non-acute supply needs. 
The IDN has several active value analysis committees [that 
incorporate physician leaders] in such areas as general sur-
gery, orthopedics and spine. “You can’t drive down cost if  

everyone is using something different,” says 
Cindy Saeger, program manager for DOCxdi-
rect. “These committees address issues such as 
standardization and utilization.”

Saeger and her staff ’s focus to incorpo-
rate the non-acute physicians and their prod-
uct/equipment requirements into the overall 
strategy has proven valuable to the IDN. The 
DOCxdirect staff  now actively manage both 
Sentara owned sites, as well as the DOCxdi-
rect program and serve as a resource to the 
rest of  the materials team, who may be well-
versed in acute-care products and services, 
but less so in non-acute ones. For example, 
during an ongoing initiative to standardize 
products among Sentara’s urgent-care facili-
ties, Saeger and her team have been able to 
shed light on the necessity of  some of  the 

equipment and supplies used in those facilities [and the 
appropriate ‘clinical’ quality for non-acute settings versus 
acute settings].

Get good data
John Gaida, senior vice president, supply chain manage-
ment, Texas Health Resources, has experience building 
a physician program. He did it about 20 years earlier, 
when he was at Partner’s Healthcare System in Boston. “I 
learned fast that you have to customize whatever program 
you are creating to the customer,” he says. “The physician 
office is nothing like the acute market, and that’s the first 
thing to get through your head.”

“ Uniqueness costs money. 
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 physician office.” 

– John Frain, Weill Cornell
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He knew that to launch a successful program, he 
would need to gather data about the practices’ supply 
chain activities. That wasn’t easy, given the large num-
ber of  practices and distributors involved. Pulling data, 
such as invoices, from each practice’s accounting sys-
tem was difficult. The bottom line? It was difficult to 
make logical decisions about taking cost out of  the sys-
tem without good data.

Two things became clear. First, THR needed its own 
information system, not that of  any single supplier. “We 
needed to own the data; we needed to be able to com-
municate with all vendors. And it became clear that until 
we had our own data, we couldn’t make decisions about 

standardization and cost reduction.” THR ultimately con-
tracted with Inventory Optimization Solutions, LLC, for 
a supply chain solution that would allow the practices to 
order equipment and supplies, and track inventory. 

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

At that point, THR faced a decision: “Do we imple-
ment the information system piece first, or the conversion 
to Henry Schein?” he says. “We decided to do the whole 
thing at the same time.” In 11 weeks, all 250 offices had 
been converted.

Market the program
The success of  any non-hospital program depends on 
planning and development, says Jim McManus, vice presi-
dent of  finance, St. Joseph Health System, Orange, Calif., 
a regional healthcare system with facilities in northern and 
southern California, west Texas and eastern New Mexico. 
Supply chain executives have to consciously shift gears, 
from focusing almost exclusively on the needs of  the in-
patient setting, to incorporating offices and clinics into the 
overall program. And the IDN supply chain team has to 
devote resources to tend to the program, respond to in-
quiries, work with outside partners, educate and empower 
staff  and physicians, etc. 

It helps to create a little excitement around the program, 
McManus says. So, rather than simply dictate product usage, 
the St. Joseph team has developed a marketing program to 
help the physician groups understand the benefits that the 
supply chain program can offer them. By branding the pro-
gram and incorporating its partners, such as Henry Schein, 
MedAssets as well as St. Joseph Health System, physicians 
are tied closer to the organization, says McManus.

The results speak for themselves. St. Joseph has helped 
its clinics save anywhere from 18 to 51 percent, thanks to im-
provement in materials processes and product standardization. 
“And we have better information now, to help us set up fu-
ture strategies for contracts,” says McManus. In addition, St. 
Joseph’s administration reports a level of  physician satisfaction. 
The program is working well according to the operating com-
mittee, which bodes well for growth and expansion. JHC

St. Joseph has helped its clinics save 
anywhere from 18 to 51 percent, thanks to 
improvement in materials processes and 

product standardization. “And we have better 
information now, to help us set up future 
strategies for contracts,” says McManus. 
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REGIONAL PURCHASING COALITION

When Louisville, Ky.-based Alliant Purchasing formed in 1990, it was 
with the intention of  helping independent community hospitals obtain the same 
supply chain pricing concessions offered to larger IDNs. It wasn’t long, however, 
before the regional acute-care hospital coalition evolved into serving both acute 
and non-acute-care providers across the United States. The Journal of  Healthcare 
Contracting recently spoke with Mike Stigler, president, Alliant Purchasing, about 
the coalition’s successful track record and the role it has played for its members. 

The Journal of Healthcare Contracting: How has Alliant Purchasing grown 
in size since it began?
Mike Stigler: Growth has been achieved through new member participation, 
affiliations with aggregation groups and through acquisitions of  smaller GPOs. 
Today, Alliant Purchasing serves more than 140 hospitals and 7,400 non-acute 
members across 50 states. Growth in members continues to be a primary focus 
of  the organization and an important component of  our contracting strategy.

JHC: Have you found the coalition is providing members with more advantages 
than originally expected?
Stigler: Alliant’s original goal was to leverage volume in a tight geographic re-
gion to obtain pricing advantage for its members. Growth in membership and in 
purchasing volume has allowed Alliant to create aggregation opportunities for its 
members that have exceeded original expectations. Our membership growth has 
provided Alliant with the leverage to negotiate agreements for services not offered 
through our GPO partner and to develop financially beneficial relationships with 
distributors. In addition to supply chain, we have helped our members develop 
shared service programs for mobile MRI and mammography services. These op-
portunities were not envisioned in the original business plan for the organization.

JHC: What are the top three initiatives your regional purchasing coalition has 
pursued in the last 12 months? 
Stigler: We have:

•  Built out a national footprint of  personnel to serve our members in the 
states where we have a concentration of  clients.

Expanded membership, 
growth in opportunity 
Strong member commitment has helped one coalition expand from a small 
regional organization to one that serves members nationwide.

•  Established a business partner 
program with our major suppli-
ers to help improve communi-
cation, resolve issues and drive 
savings initiatives for members.

•  Started a monthly collaborative 
call with our affiliation partners 
to develop contracting strategy 
and improve communications.

JHC: How has being part of  a region-
al purchasing coalition enabled mem-
bers to leverage their buying power?
Stigler: Alliant utilizes its members’ 
commitment to collaborate for the de-
velopment of  aggregation strategies, 
group buy opportunities and the de-
velopment of  shared service partner-
ships. Our field service team has been 
instrumental in helping our members 
understand contract utilization and en-
sure proper vendor pricing. Alliant has 
included members in workgroups that 
develop contracting strategy for major 
agreements, such as distribution. The 
goal of  all these initiatives has been to 
strengthen collaboration and commit-
ment and better educate our members 
on the value of  the Alliant program.

JHC: How much savings did the co-
alition achieve in the first year, and 
how has that increased since? 
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Stigler: For acute care members joining Alliant, the first 
year savings has ranged from 5 to 9 percent, depending on 
their predecessor GPO and their level of  contract com-
pliance. For non-acute members, our distribution agree-
ments and contract aggregation pricing has produced sav-
ings as high as 22 percent, which is phenomenal for some 
members. Annually, we establish the contracting strategy 
calendar for the coming year, which includes targets for 
contract concessions that we plan to achieve.

JHC: Please explain your process whereby your supply 
chain executives meet and make their decisions.
Stigler: We have monthly contracting meetings with 
our affiliation partners to discuss contracting issues 
and strategy. We have created steering committees for 
pharmacy, laboratory and distribution to make collab-
orative decisions regarding contracting strategy. Our 
staffing model includes personnel dedicated to new 
member development, field service and support and 
contract negotiation.

JHC: How do you co-exist with your GPO? For instance, 
does the purchasing coalition only work off  of  the 
GPO’s contracts?
Stigler: Alliant has had a strong relationship with Pre-
mier, Inc, since its inception. Our members, affiliates and 
personnel serve on the Premier steering committees for 
strategic advisory, surgical, food and non-acute to advise 
Premier on contracting strategy and provide a conduit for 
communication between our members and Premier. In ad-
dition, Alliant has a portfolio of  agreements that are struc-
tured to provide members access to goods and services 
that Premier does not contract for.

JHC: How do you ensure that the interests of  each of  your 
facilities are considered and that each facility’s needs are met?
Stigler: Alliant has a dedicated service team to serve our 
member facilities. To ensure that we are meeting mem-
ber expectations, we have developed an annual member 
survey to gauge member perceptions of  Alliant’s service, 
contracting and value. We utilize these tools to assess our 
performance and make adjustments where necessary to 
enhance our value to our members.

JHC: Is it difficult to get buy-in to the coalition’s contracts 
from each of  your facility’s physicians and staff?
Stigler: We suspect that Alliant members have the same 
resistance to change that most organizations do. We believe 
that when presented with meaningful data that helps them 
understand the implications of  their behavior, they will take 
action to improve performance. Alliant developed a hospital 
scorecard several years ago that we utilize to identify opportu-
nities that a member is not utilizing. The goal of  the tool is to 
improve contract compliance and drive savings opportunities 
for our clients. We have found this tool to be an effective way 
to have meaningful dialog that ultimately leads to change.

JHC: Other than cost-savings your coalition has achieved 
through greater volume purchasing, what has been the 
greatest benefit of  the coalition to its members?
Stigler: An advantage of  our size has been the ability to 
get the attention of  the appropriate vendor personnel to 
resolve member issues, such as failure to supply, product 
substitution, delivery issues and payment disputes. Many 
times, Alliant is resolving issues that affect multiple mem-
ber facilities at the same time. This allows our members 
to focus on the needs of  their organization instead of  the 
distraction of  dealing with administrative issues.

JHC: How do you envision your purchasing coalition in 
five or so years? 
Stigler: Healthcare reform continues to drive the need for 
programs like Alliant Purchasing, which focus on bend-
ing the cost curve of  healthcare. We see our contracting 
focus expanding to focus on opportunities for cost reduc-
tion in purchased-service agreements. We are investing in 
tools that identify member utilization of  products and will 
use this information to benchmark utilization and iden-
tify opportunities for volume and cost reduction. We will 
continue to identify GPO acquisitions that enhance our 
market position and develop collaborations with other or-
ganizations that will allow Alliant to create value for its 
members. We believe that for organizations to be success-
ful, they must have a culture that embraces the opportu-
nities created by change; adopts technology to do things 
better, faster and cheaper; and develops relationships that 
influence behavior. JHC
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TEN YEARS AFTER

By Christine Dean

Supply chain’s ‘roundtable’
SMI celebrates 10 years of bringing together suppliers and providers to solve the 
tough problems

The Strategic Marketplace Initiative (SMI®), a non-profit, member-
driven organization of  healthcare supply chain thought leaders, recently cel-
ebrated its 10th anniversary. Over 200 members, founders and guests marked 
this milestone at the SMI Fall 2014 Forum in Orlando, Fla., which included a 
special gala celebration, where founders and first board members were recog-
nized and honored for their vision and leadership.

SMI was started in 2004 by two healthcare supply chain industry icons 
– John Gaida, senior vice president supply chain management for Texas 
Health Resources; and Carl Manley, former vice president of  supply chain 
at Sentara Healthcare. 

Gaida and Manley recognized 
the need to bring hospital sup-
ply chain executives together with 
healthcare suppliers, manufactur-
ers and distributors to discuss and 
solve problems in a non-competi-
tive, non-pricing environment. The 
two men spent several months vet-
ting this new idea with key industry 
partners and providers, and with the 

Founding Members as well as members of the SMI Forming Committee and First Board celebrate SMI’s 10th Anniversary at the SMI Fall 
2014 Forum in Orlando, Florida (from left: Steve Gundersen, Vice President, BD; Tom Hughes, Executive Director, SMI; Keith Kuchta, 
Vice President, Global Accounts & Strategic Partnerships, Halyard Health (previously Kimberly-Clark Health Care); Jim Natale, formerly 
of C.R. Bard; Jane Pleasants, Associate Vice President, Procurement & Supply Chain Management, Duke University Health System; 
Gary Wagner, Vice President, Supply Chain Management, The Methodist Hospital System and formerly of Inova Health; Pat Luddy, 
formerly of Yale New Haven Health System; Carl Manley, formerly of Sentara Healthcare; Tim Callahan, Vice President, Health System 
Services, Owens & Minor; Teri Gallagher, Administrative Director, SMI; Jim Francis, Division Chair/Assistant Treasurer – Supply Chain 
Management, Mayo Clinic; John Gaida, Senior Vice President Supply Chain Management, Texas Health Resources) 
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help of  these visionaries, began to 
lay the foundation for a new organi-
zation to accomplish common goals 
and positively impact the healthcare 
supply chain industry.  

“Both Carl and I recognized 
how fast our industry was chang-
ing and that we needed to improve 
relations and trust between trading 
partners,” says Gaida. “By bring-
ing these two parties together, and 
removing the cost factor, we were 
able to finally understand the needs 
and challenges of  each other and 
share new and innovative ideas and 
best practices.” 

SMI began with just a handful of  
members, and now boasts a member-
ship of  over 60 leading IDN mem-
bers and 50 top healthcare manu-
facturers, suppliers and distributors.   
These members meet twice per year 
at an annual forum. Members also 
participate in various initiative teams, 
which work to create valuable tools 
and resources that are available free 
to the industry on the SMI website.   

Tom Hughes, SMI executive direc-
tor says, “SMI’s primary mission is to 
establish a forum for decision makers 

to create mutually beneficial solutions 
to solve healthcare supply chain is-
sues. SMI continues to produce so-
lutions to real problems within the 
industry for the benefit of  the entire 
healthcare supply chain.” 

“SMI is not a passive organiza-
tion,” says Jane Pleasants, associate 
vice president, procurement and 
supply chain management, Duke 
University Health System, and a 
member of  the original forming 
committee and first board. “Mem-
bers are encouraged to get involved 
in topics they are passionate about. 
I have personally participated in nu-
merous SMI initiatives. They always 
provide a beneficial learning op-
portunity for both my organization 
and me. Duke has also implemented 
numerous SMI tools, which are de-
signed to help hospitals and manu-
facturers eliminate waste, control 
costs and streamline processes.”

To learn more about SMI and its over 
25 tools and resources, visit the SMI web-
site at www.smsiupplychain.com. JHC

Christine Dean is communications 
manager for SMI.

SMI reports that 13 team initiatives have resulted in 26 “tools,” provided free of charge to industry. They include:

Initiatives on which SMI 
supplier/provider teams are 
currently working include:

• Low-cost trading partner.
•  Best practices in 

supplier/provider 
collaboration.

•  Future best practices in 
value analysis initiative.

Tools for supply chain improvement

•  Vendor Access Guidelines (endorsed by AORN).
• Measuring Effective Relationships (software).
• Roadmap to the Perfect Order.
• Contract Synchronization.
•  New Product Introduction Management 

(software).

• 810 Transaction.
• The Link Between Supply Chain and Revenue.
• Supply and Labor Cost Calculator.
• Vendor Managed Inventory.
• Value Alignment.
• SMI Executive Briefings.

Ongoing initiatives

SMI began with 
just a handful of 
members, and 
now boasts a 
membership of 
over 60 leading 
IDN members and 
50 top healthcare 
manufacturers, 
suppliers and 
distributors.   
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Improving the patient’s perception of care isn’t 
just the work of doctors and nurses, but all 

support personnel too. Including supply chain.

ThePatient
Experience
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The hospital room as sacred space? That’s how 
Grace Ibe, RN, perceives it. 

“We treat our patients with respect and dignity,” says 
Ibe, senior director, service excellence and culture de-
velopment, St. John’s Regional Medical Center, Oxnard, 
Calif. “When a nurse or physician goes into the patient’s 
room, it’s not the caregiver’s room, but a separate space 
for the patient, and we as caregivers are visiting the patient 
in their sacred space. If  you look at the traditional hospi-
tal, you see people walking in and out, interrupting, with 
a lot of  technology and different things. But what do our 
patients want? They want to heal quietly.”

St. John’s – like hospitals across the country – is work-
ing hard to improve its patients’ experience of  care. Most 
important, it’s the right 
thing to do. But there’s 
another factor at work – 
the Affordable Care Act’s 
Value-Based Purchasing 
program. The program fi-
nancially rewards – or pe-
nalizes – hospitals based 
on how they perform on 
various clinical process-
of-care measures, as well 
as several patient experi-
ence measures, as record-
ed through the Hospital 
Consumer Assessment of  
Healthcare Providers and 
Systems survey, better 
known as HCAHPS.

For Ibe and others 
with whom the Journal 
of  Healthcare Contracting 
spoke, improving patient 
experience isn’t just a 
matter of  sending pa-
tients home happy. And 
it’s more than patient sat-
isfaction surveys, though 

that is part of  it. Rather, it is the belief  that the hospital 
should be a healing environment, not just a curing one. 

The responsibility to create that environment extends 
beyond the nurses, doctors, and other clinicians, to include 
all who support them, including supply chain professionals.

Points measured
The Hospital Value-Based Purchasing Program applies 
to payments beginning in Fiscal Year (FY) 2013, that is, 
on or after Oct. 1, 2012, and affects payment for inpa-
tient stays. The Centers for Medicare & Medicaid Services 
bases hospital performance on an approved set of  mea-
sures and dimensions, grouped into specific quality do-
mains. Currently, the program focuses on two domains: 
clinical process-of-care, and patient experience. The clini-
cal measures include actions taken for acute myocardial 
infarction, heart failure, pneumonia and surgical care. The 
dimensions of  the patient experience of  care domain for 
FY 2013-2015 are:

• Nurse communication
• Doctor communication
• Hospital staff  responsiveness
• Pain management
• Medicine communication
• Hospital cleanliness and quietness
• Discharge information
• Overall hospital rating

Each hospital’s performance in terms of  patient experi-
ence is based on responses to the 32-question/item HCAHPS 
survey. For years, hospitals have collected information on 
patient satisfaction. But prior to value-based purchasing and 
HCAHPS, there was no national standard for collecting or 
publicly reporting information about patients’ perspectives 
of  care – information that could enable valid comparisons to 
be made across all hospitals, according to CMS. 

The survey contains 21 items that ask how often or 
whether patients experienced a critical aspect of  hospital 
care, rather than whether they were “satisfied” with their 
care. It is administered to a random sample of  adult inpa-
tients between 48 hours and six weeks after discharge. 

“Today, it’s 
a matter 
of, ‘What 
is it we 

can do to 
make the 
hospital 

experience 
the best 
one the 
patient 

can have 
while he or 
she is ill?’” 

– Kim Sargent
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The Patient Experience

Determined to improve
The staff  at St. Luke’s Hospital, Miners Campus, Coaldale, 
Pa., has worked to improve its patients’ experience of  care, 
and the effort is paying off. Kimberly Sargent, BSN, RN, 
vice president, patient care services, recounted some of  
the hospital’s efforts at the Premier Breakthroughs Con-
ference in June in San Antonio, Texas, and later, spoke 
with the Journal of  Healthcare Contracting.

In FY 2013, the facility received a 0.15 percent payment 
from CMS as part of  the Hospital Value-Based Purchas-
ing program. Not satisfied, hospital leadership resolved to 
improve its performance in FY 2014 for clinical and out-
comes measures, as well as patient experience. To address 
the latter, St. Luke’s:

•  Developed a Patient Satisfaction Committee to 
discuss opportunities and actions to improve and 
sustain HCAHPS domains and scores. From this 
committee, sub-committees were formed to focus 
on each domain. 

•  Worked with the emergency department to focus on 
patient experience engagement, as most admissions 
begin in the Emergency Department.

•  Instituted thorough, ongoing education on patient 
experience for all employees. Topics included posi-
tive patient communication and first impressions.

•  Instituted patient rounding, not only by staff, but 
leadership as well.

•  Shared HCAHPS data with administration, manage-
ment and staff, in an effort to increase awareness 
and accountability at all levels. 

The work paid off. St. Luke’s overall performance score 
went up, resulting in a 0.76 percent positive payment impact 
from CMS beginning FY 2014. This score and associated 
financial impact gained recognition as the eighth highest in 
the United States and the highest in Pennsylvania.

Patients’ expectations
Hospitals’ understanding of  patient experience has 
changed in recent years, says Sargent, who has been in 

her current position since December 2010. As recently as 
seven or eight years ago, hospitals emphasized patient sat-
isfaction, as measured through patient surveys, she says. 
Today, “it’s not just about executing patient satisfaction; 
it’s a matter of, ‘What is it we can do to make the hospital 
experience the best one the patient can have while he or 
she is ill?’”

In years past, the focus of  patient surveys was usually, 
“How did we do?” she continues. “Now we want to ad-
dress, ‘What are our patients’ expectations?’”

It’s an important question, because patients’ attitudes have 
changed, fueled in part by social media, electronic networking 
and more, she says. “And we’ve gone from a society where, in 
the past, you went to the doctor and did what you were told 
to do, no questions asked.” Today, patients can compare one 
hospitals’ outcomes to others simply by going online, and pa-
tients have opinions – and expectations – about some of  the 
amenities associated with a hospital stay, such as food, park-
ing, and even what the lobby looks like.

To meet these expectations, all staff  must be involved, 
not just those responsible for patient services, says Sar-
gent. “If  your employees are happy and prideful in what 
they do, that will spill over into how they treat patients and 
the patients’ perceptions of  employees.”

Materials management
Says Kevin Hines, associate vice president, network mate-
rials management, St. Luke’s University Health Network, 
“I think everybody in our organization has a heightened 
awareness of  patient experience, and I’m seeing more and 
more discussions, committees and meetings that include 
the ancillary and support departments.

“Materials managers should be concerned about pa-
tient experience and the role we play,” he continues. “If  
the clinician is unable to perform a procedure or test be-
cause of  a missing piece of  equipment or supply, that de-
lays patient care, which can lead to frustration not only on 
the clinician’s part, but that of  the patient as well.

“We talk to our staff  and ask, ‘If  your loved ones were re-
ceiving care, how would they feel about the way we deliver it?’ he 
says. “Rolling a cart with a squeaky wheel down the hall can be a 
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disruption. So we want our people to be aware of their presence 
on the floors and the impact they can have on the clinicians. 

“And a smile and a ‘Good morning’ from someone 
pushing a cart may not seem like a lot, but it goes far to-
ward helping patients feel more comfortable.”

Transformative experience at 21
Grace Ibe has been a nurse for 35 years, but it was during 
his first year – at age 21 – that she had an experience that 
would transform her approach to her profession.

“I had open heart surgery,” she says. “When I was in the 
midst of  it, I promised myself  that when I got better, I would 
work to take care of  patients safely and compassionately.” 
The experience inspired her to look for in-
novative projects that could bring the entire 
hospital staff  together to optimize the over-
all patient experience. 

Years ago, open heart surgery meant 
an inpatient stay of  weeks, she says. “Now, 
you’re up and feeling better and ready to go 
home in four days.” Given that, the need to 
create a healing environment is more urgent 
than ever, she says. Her vision – of  the hos-
pital as healing environment – was one she 
shared with Laurie Harting, who was the 
CEO of  St. John’s prior to becoming senior 
vice president of  operations for the Sacra-
mento (Calif.) service area for Dignity Health, of  which St. 
John’s is part. Work began in earnest in January 2011.

St. John’s created a Service Excellence Steering Com-
mittee, designed to increase employee engagement in im-
proving the patient experience; as well as “Sacred Work 
Retreats” for all leadership and frontline staff, designed to 
teach the principles of  building a healing hospital.

St. John’s also established a formal HCAHPS team in 
2012, which established seven action items involving the 
hospitals’ HCAHPS scores: communication with nurses, 
communication with physicians, communications about 
medications, pain management, responsiveness, cleanli-
ness/quietness and discharge information. The team devel-
oped specific opportunities and supporting tactics for each.

Uppermost in the hospital’s approach was the belief  
that improving patient experience is the responsibility of  
everyone, and that it includes taking care of  the people who 
take care of  patients. By necessity, then, hospital operational 
and clinical leadership must be involved, says Ibe, who, with 
several colleagues, wrote a paper on the topic, “Cultivating 
the Healing Environment: Changing the Cultural Percep-
tion of  Quietness in the Hospital.” Accordingly, administra-
tive leadership increased their involvement by participating 
in leadership development retreats, daily rounds, daily hud-
dles and the creation of  a new position, the “measureven-
tionist,” whose responsibility it is to measure actions and 
interventions during medication passes.

It’s not easy to change a hospital’s culture, says Ibe. 
“It was a challenge, and an absolute learning curve 
for me.” But from the start, she has focused on three 
themes: education and training, leadership accountabil-
ity, and employee accountability. 

“My mantra – how I educate our leadership, the front 
line staff, everyone – is, ‘How would you like your mother 
to be treated when she steps through the door in our hos-
pital?’ We want to provide the best of  care. Treat everyone 
like your mother.”

The physical environment
Improving the physical environment is an important part of  
creating a healing hospital, says Ibe. It begins with respecting 

“ If you look at the traditional 
hospital, you see people 
walking in and out, 
interrupting, with a lot of 
technology and different 
things. But what do our 
patients want? They want  
to heal quietly.”  – Grace Ibe
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The Patient Experience

the patient room as sacred space. But it comes down to some 
basics as well.

“When the patient is in the room, they have nothing to 
do; maybe they’re waiting for some tests or surgery; they 
look at the ceiling and they can see every little bit of  dust,” 
she says. “They think the room is infectious and filthy,” 
when in fact, it isn’t. Still, perception is everything.

St. John’s staff  takes pains to keep patient rooms clean. 
Garbage is discarded often, bathrooms are clean, utensils (bed-
pans, urinals, pitchers, etc.) are tidy, organized and easily acces-
sible. “Without that, it looks like clutter to the patient,” says Ibe. 

Another important component of  the healing hospital 
is quietness. Hospitals can be noisy, says Ibe. Some of  that 
noise is unavoidable, but some can be controlled.

The hospital’s HCAHPS team evaluated quietness in 
the facilities, attempting to address as many aspects of  dis-
traction and noise that a patient might identify. Hospital 
leadership began rounding the floors, talking to patients 
about noise and how to address it.

Avoidable noises include over-paging in hallways, says 
Ibe. Communication in medicine is vital, and physicians 
need to be able to call and be in action immediately. But the 
noise of  paging is generally unacceptable to patients. So is 
the noise of  squeaky carts. In fact, the HCAHPS team iden-
tified a specific needle exchange cart as especially disruptive, 
and discussed with the vendor ways to redesign it. 

Quiet kits
To help address the noise issue, St. John’s began working with 
Medline Industries – as well as consultant Trent Haywood, 

M.D. and designer Deborah Adler – to develop prototypes 
of  so-called “quiet kits,” to be given to patients upon admis-
sion. Such kits could give patients control over their environ-
ment and potentially speed the healing process, they decided.

After examining the prototypes, the hospital agreed on a 
standard quiet kit for most patients as well as a second 
“premium” kit – later christened “Refresh & Relax” – for 
longer-term patients. The kit contains the following items 
in a pillow-shaped box, and is delivered to patients by  
Environmental Services: 

•  Ear plugs, to help patients “relax and reconnect with 
themselves,” and to soften the noise levels within 
the hospital. 

•  An eye mask, to encourage rest, to help patients 
calm themselves, and to block out their surround-
ings as they go into an MRI or CT scanner. 

•  A “Voices Down, Please” card for the patient’s 
door, which is a way to remind staff  to be mindful 
of  noise, or to silently ask them to come back later. 

•  Lip balm, to soothe dry lips, especially nice  
for patients on oxygen.

•  A “Questions for My Care Team” notebook, 
prompting patients to record questions and jot 
down things to remember, such as doctors’ and 
nurses’ names. Also useful for families. 

•  Sudoku and crosswords, to help patients and fami-
lies pass the time or simply ease the anxiety of  being 
in the hospital.

Quiet-kit trials began on the ortho-oncology floor due 
to the variety of  patients and the opportunity to teach the 
staff  the value and importance of  the kit for differing pa-
tient situations. As the kits rolled out across the hospi-
tal, the easiest implementation came in Labor & Delivery, 
where new mothers were used to receiving gifts. 

The kits not only give the patient the opportunity 
for needed rest and quiet, but they also serve as a visual 
cue that the hospital staff  respects that the patient has 
a need for rest and quiet, and that the kit gives patients 
the power to convey those needs. They afford clinicians 
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one more opportunity to engage in dialogue with the 
patient, and they can even serve as a conversation-start-
er between patient, doctor and nurse, which changes 
the focus away from the patient’s injury or illness, to 
healing and human kindness.

The quiet kits serve patients and their families well, 
says Ibe, who recalls the gratitude one man felt for having 
Sudoku to occupy his mind while waiting for his wife to 
wake up from a C-section. And word about the kits has 

spread throughout the community.
“I call them patient ambassador tools,” says Ibe.” We dis-

tribute them to all our patients, and they are happy to have 
them.” The physicians have caught on too. It’s not uncom-
mon to hear a physician tell the surgical tech, “Don’t forget 
the quiet kit; she’ll have dry mouth after this procedure.”

“Involving physicians, nurses, materials managers – it seems 
like a little thing, but we knew it would be great,” says Ibe. JHC

The healing hospital
Editor’s Note: The following is an excerpt of  “Cultivating the Healing Environment: Changing the Cultural Perception 
of  Quietness in the Hospital,” a white paper by Laurie Harting, CEO; Cathy Frontczak, RN, BSN, MBA, HCM, CNO, 
vice president patient services; Grace Ibe, RN, MSN, senior director, service excellence and culture development; and 
Kriselle Lim Walton, MPH, CSSB, director, performance excellence, St. John’s Regional Medical Center, Oxnard, Calif.

Putting patients first requires more than simply 
providing top-quality health care. It is no longer enough 
to just treat a patient’s health issue: One must treat the pa-
tient’s perceptions of  their hospital experience. These per-
ceptions can be a challenge, as a patient does not require 
literacy in medicine to “know” whether they received good 
treatment or not. Patients need only the ability to know if  
the service provider “cared” and showed concern.

The seemingly elusive positive patient experience goal 
remains the proverbial pebble in the shoe for many hospi-
tals. As one CNO states, “There is no neutrality in the pa-
tient experience: It is either positive or negative.” Multiple 
touch points throughout a patient’s hospital stay provide 
countless opportunities for both positive and negative ex-
periences, and what may have been a positive experience 
to begin with can quickly change with a single negatively 
perceived incident. Inconsistency is the prime killer of  
patient experience, yet it takes years to hardwire practice 
consistency into every moment. 

Dignity Health’s St. John’s Regional Medical Center 
(Oxnard, Calif.) recognized that delivering high quality 
care as effectively and efficiently as possible is required in 
order to achieve operational and financial success in the 

future. To realize this success, the hospital leaders knew 
they needed to transform their hospital culture. They 
chose the “Healing Hospital” concept as their platform 
for organizational change, promoting caregivers as heal-
ers with a duty to provide thoughtful, compassionate care 
to patients and families during their vulnerability, treating 
patients’ needs holistically, which in turn would impact the 
overall patient care experience. 

Far from simply sending patients home well or whole, 
what makes a “Healing Hospital” are building blocks such 
as human interactions, empowering patients through edu-
cation and information, healing arts, human touch and 
complementary therapies. While curing focuses on the 
disease, illness, or injury, healing is multifaceted, involv-
ing the structural (physical environment), process (inter-
actions with caregivers), and outcomes (interactions of  
process and interpersonal encounters).

A focus on healing can turn the caregiver’s attention 
from the clinical to the personal, influencing how they 
perform treatments and interact with patients, providing 
high-quality care that is “patient centered” and responsive 
to patients’ preferences, needs, and values. In other words, 
a focus on patient experience. JHC
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Your care from nurses
  1.  During this hospital stay, how often did nurses 

treat you with courtesy and respect? 
  2.  During this hospital stay, how often did nurses 

listen carefully to you? 
  3.  During this hospital stay, how often did nurses 

explain things in a way you could understand? 
  4.  During this hospital stay, after you pressed the 

call button, how often did you get help as soon 
as you wanted it? 

Your care from doctors
  5.  During this hospital stay, how often did doctors 

treat you with courtesy and respect? 
  6.  During this hospital stay, how often did doctors 

listen carefully to you? 
  7.  During this hospital stay, how often did doctors 

explain things in a way you could understand? 

The hospital environment
  8.  During this hospital stay, how often were your 

room and bathroom kept clean?
  9.  During this hospital stay, how often was the area 

around your room quiet at night?

Your experiences in this hospital
10.  During this hospital stay, did you need help 

from nurses or other hospital staff in getting to 
the bathroom or in using a bedpan?

11.  How often did you get help in getting to the bath-
room or in using a bedpan as soon as you wanted?

12.  During this hospital stay, did you need medicine 
for pain?

13.  During this hospital stay, how often was your 
pain well controlled?

14.  During this hospital stay, how often did the 
hospital staff do everything they could to help 
you with your pain?

15.  During this hospital stay, were you given any 
medicine that you had not taken before?

16.  Before giving you any new medicine, how often did 
hospital staff tell you what the medicine was for?

17.  Before giving you any new medicine, how often 
did hospital staff describe possible side effects 
in a way you could understand?

When you left the hospital
18.  After you left the hospital, did you go directly to 

your own home, to someone else’s home, or to 
another health facility?

19.  During this hospital stay, did doctors, nurses or 
other hospital staff talk with you about whether 
you would have the help you needed when you 
left the hospital?

20.  During this hospital stay, did you get information 
in writing about what symptoms or health prob-
lems to look out for after you left the hospital?

Overall rating of hospital
21.  Using any number from 0 to 10, where 0 is the 

worst hospital possible and 10 is the best hospi-
tal possible, what number would you use to rate 
this hospital during your stay?

22.  Would you recommend this hospital to your 
friends and family?

Understanding your care  
when you left the hospital
23.  During this hospital stay, staff took my prefer-

ences and those of my family or caregiver into 
account in deciding what my health care needs 
would be when I left. (Strongly disagree, disagree, 
agree, strongly agree.)

24.  When I left the hospital, I had a good under-
standing of the things I was responsible for in 
managing my health. (Strongly disagree, etc.)

25.   When I left the hospital, I clearly understood 
the purpose for taking each of my medications. 
(Strongly disagree, etc.)

HCAHPS survey questions

Source: Hospital Consumer Assessment of Healthcare Providers and Systems, www.hcahpsonline.org/files/
HCAHPS%20V9.0%20Appendix%20A%20-%20Mail%20Survey%20Materials%20(English)%20March%202014.pdf
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The concept of patient experience may be new 
to some in the industry, but not to Carol San-
talucia. “Making the patient experience better 
is something I’ve been passionate about for 
years,” says Santalucia, who is vice president of 
CHAMPS Patient Experience/Santalucia Group. 
She spoke about that passion at this spring’s 
Premier Breakthroughs Conference.

Santalucia worked as an ombudsman for years 
at Cleveland Clinic. As such, she fielded patient 
complaints and solicited feedback from patients 

about their hospital stay and how it could be im-
proved. Then, as director of service excellence at 
Cleveland Clinic, she began making more proac-
tive changes to create a better patient experience, 
she recalls. About three years ago, Santalucia took 
a leap of faith and started her own business, fo-
cused on helping providers improve the patient 
experience. A year later, she formed a partnership 
with CHAMPS Healthcare, a Premier owner and a 
Cleveland, Ohio-based healthcare consulting or-
ganization, which has been providing services to 
healthcare facilities since 1916. “There was a syn-
ergy around what we were trying to do,” she says. 

More than satisfaction
“In years past, people would say to me, ‘You’re the 
one who tries to make people happy,’” she says. “I 
can’t make people happy, but I do whatever I can 
to reduce their anxiety and make their experience 
more positive. That’s why I like the term ‘patient 
experience.’ It’s about more than satisfaction. It’s 
all about creating the optimal patient experience.”

Nursing has always been a focal point for 
such work, says Santalucia. “In my early years on 
the job, I spent a lot of time with nurses, helping 

them understand that the way they 
interact with patients is critical.” She 
spent time talking about “service 
recovery,” that is, how to engage, 
apologize to and satisfy patients 
who were disappointed with some 
aspect of the hospital’s service.

“But in my early role, I found 
that even if the nurses believed in 
what we were doing, they would 
turn those [disappointed] patients 
over to me. That was wrong.” Today, 
everyone in the facility has to own 

patients’ problems and solutions.
Patient outcomes actually seem to improve 

when the hospital staff is engaged in the patient 
experience, she says. But it takes time to effect a 
so-called culture change.

“Scores don’t change quickly. Sometimes, 
if [the transformation] doesn’t occur quickly 
enough, the atmosphere can become punitive 
and negative. But if you keep focusing on making 
those culture changes, the atmosphere becomes 
more respectful and celebratory, which leads to a 
stronger culture, and ultimately, better scores for 
patient experience.”

A passion for patient experience

“ If you keep focusing on making 
those culture changes, the 
atmosphere becomes more 
respectful and celebratory, 
which leads to a stronger 
culture, and ultimately, better 
scores for patient experience.”
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Shortfalls
In her work as a patient experience consultant, 
Santalucia has come to recognize three promis-
ing areas for improvement.

The first is the understanding that every per-
son makes an impact, and that front-line employ-
ees must be given the tools to do the job. “That 
means training around empathetic communica-
tion, really helping them see that they own this. 
They need to be empowered to do what it takes 
to improve their patients’ experience; it can’t just 
be a directive from administration.

“If you’re working in a healthcare organiza-
tion, you’re either directly serving the patient, or 
serving someone who does,” she continues “I try 
to help front-line staff understand that they can 
either see what they do as tasks – ‘I collect the bill,’ 
‘I park cars,’ ‘I bring up food’ – or they can look at 
it as a purpose: ‘I make sure people get a healthy 
meal.’ ‘I make sure their cars get parked safely.’ It 
connects them to the mission, vision and goals of 
the organization.”

The second is sharing best practices. “When 
one area has achieved some kind of improve-
ment, it’s best to share that throughout the orga-
nization,” she says.

And the third is leadership commitment. 
“When I go into an organization, the first thing 

I do is a pretty intense leadership kickoff,” she 
says. One organization with which she recently 
worked believed in the concept so strongly that 
its leaders insisted that all of their people with di-
rect reports – about 2,000 in all – go through an 
eight-hour workshop with Santalucia. “We talked 
about what it really means to be a strong and 
empathetic leader, to coach and mentor their 
teams, and to be personally accountable for the 
patient experience.

“It means nothing to just tell your folks to start 
doing this. You have to live it.”

Nurses go into healthcare to take care of peo-
ple. But often, in the hurried and task-oriented 
environment of today’s hospitals, they can forget 
that fact, says Santalucia. 

“I think the reason I’ve been successful in my 
work is that I come from the approach of, ‘I’m here 
to help you reconnect with why you came into 
healthcare in the first place,’” she says. “Most of the 
time, I get some real ‘aha’s and changed attitudes. 
It’s one of the most rewarding parts of my job. 

“The team I have formed is all about con-
necting people to their passion. That’s where we 
think the biggest impact can be made. Our work 
with leaders, front-line staff and others is recon-
necting people with the passion of why they 
went into healthcare.” 

“ I can’t make people 
happy, but I do 
whatever I can to 
reduce their anxiety and 
make their experience 
more positive.”
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Should the patient have a voice in the development 
of innovative medical devices? The Food and Drug 
Administration wants to find out. 

In April, the FDA awarded the Minneapolis, 
Minn.-based Medical Device Innovation Consortium 
a contract of nearly half a million dollars to conduct 
research to better understand patient preferences 
and how to integrate those preferences into the de-
velopment of medical devices.

MDIC’s findings may be of interest not only to 
developers of medical devices, but to hospital buyers. 
After all, hospitals are facing value-based payment, in 
which reimbursement is based – at least in part – on 
the patient’s perception of their inpatient experience. 

Formed in 2012, MDIC is a nonprofit organization 
dedicated to enhancing regulatory science around 
medical devices, and improving product safety and 
performance while reducing cost and time to market.

Benefits vs. risks
“Before approving a new medical device, regulators 
must evaluate its safety and effectiveness,” says Steph-
anie Christopher, program manager, MDIC. “One of 
the most important questions they ask is whether the 
clinical benefit of a device outweighs its risk. It makes 
sense to consider that question from the perspective 
of patients as well as researchers and clinicians. 

“Patients and their families have a deep and 
personal understanding of what it is like to live with 
a disease, and they often have valuable insights on 
how a device could affect their quality of life. And in 
the end, patients are the ones who take the risks in 
order to achieve the benefits of medical therapies.

“The FDA already recognizes the importance 
of patient preferences,” she continues. “In 2012, the 
agency’s Center for Devices and Radiological Health 
issued guidance for manufacturers on how it makes 
benefit-risk determinations during the pre-market 
review of certain medical devices.” At that time, the 

FDA emphasized that patient tolerance of risk and 
perspective on benefits is an important consider-
ation. However, the agency has not provided de-
tailed instructions on how device developers should 
collect and use this information. 

MDIC’s Patient-Centered Benefit-Risk Project repre-
sents a collaboration of regulatory, device industry, and 
patient groups, says Christopher, adding that work-
ing groups have made tremendous progress thus far. 
Those groups are working toward three deliverables:

•  A catalog of methods that can be used to assess 
patient preferences about the benefits and risks 
of a medical technology, to be completed in 
November. The working group has identified 19 
methods, including structured interviews, rank-
ing exercises and patient-reported outcomes. 

•  A framework for incorporating information 
on those preferences into benefit-risk as-
sessments of new medical technology, to be 
completed by February 2015.

•  An analysis of gaps in current methods for assess-
ing patient preferences and an agenda for fur-
ther research, to be completed by March 2015. 

“We will share our findings with the FDA, which 
could then choose to use them in future guidance 
documents and regulatory decisions,” says Christopher. 

“It is not our goal to make the integration of pa-
tient preferences a requirement for regulatory review,” 
she says. “We believe the decision to assess patient 
preferences should be left to the discretion of the 
device company.” Device companies may decide it is 
appropriate to assess patient preferences during the 
product development process, during the clinical tri-
als process, or after the device goes onto market.

In any case, “there is certainly potential – and a 
real interest – in engaging patients in a meaningful 
way across the product lifecycle,” she adds.

FDA studies how to incorporate patient preferences  
into new product development
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MODEL OF THE FUTURE

By Laura Thill

“In the past 2 ½ years, we have 
restructured the supply chain at Saint 
Francis Hospital and Medical Center 
to meet the needs of  the future,” he 
says, referring to his team’s Vision 
of  Tomorrow project. “We have re-
aligned [our strategy] to meet our 
customers’ needs.” To do so, sup-
ply chain works directly with a team 
of  physicians and nurses, as well as 
service line and senior administra-
tive leaders, he explains. “We have 
a robust value analysis process that 
involves all areas of  the hospital sys-
tem and focuses on quality, costs and 
outcomes [to determine whether] the 
strategy has accomplished what it  
intended to.

“In the process, we have created 
a wonderful team atmosphere,” he 
says. “People here want to be in-
volved. They recognize the value they 
can bring to the table.” Indeed, it has 
become more important than ever 
for team players to “clearly define 
what their abilities are – what they 
can and will do – and then commu-
nicate, communicate, communicate.” 
There’s no denying it works. In his 
first year at Saint Francis, he reduced 
the IDN’s operating budget by $2.5 
million, he says. “The following year, 
we had a $3.5 million reduction, and 
this year we will see a $7.4 million re-
duction – all through standardization 
and utilization.

Sharing the Risk
If 25 years of supply chain experience has taught David Walsh one thing,  
it’s the value of communication. 

The rules of the game have changed. “Twenty-five years ago, part-
nerships and capitated costs meant something much different than they do 
today,” says David Walsh, administrative director of  supply chain, Saint Fran-
cis Hospital and Medical Center (Hartford, Conn.). Quality outcomes have 
become increasingly important, he says, and manufacturers understand they 
must “share the risk” by guaranteeing their products will help reduce hospital 
readmissions. “Honesty and openness; the willingness to share information; 
and the ability and desire to service hospitals” are essential qualities he looks 
for in his manufacturer partners. 

But, manufacturers aren’t the only ones who 
must lay their cards on the table. True, Walsh 
looks to partner with a vendor that is ready to 
make an investment. However, “if  we are go-
ing to have a long-term relationship, we both 
must be honest. We must both be able to throw 
punches and walk away smiling. It’s very impor-
tant in our role that we, too, accept our respon-
sibility in the agreement. If  we don’t do what we 
are supposed to do, we can’t penalize the vendor. 

“It’s not just about our partners bringing value to the table, but us as well,” he 
says. “When we sit down with our physicians and leaders, we discuss our strate-
gies” – a new concept for many of  them, he adds. “The role of  supply chain is 
more important today than ever before,” he says. “Our manufacturer partners 
must have confidence in our ability to strategize and bring value to the table.

“It can’t be about the cath lab doing its own thing with the vendors,” he 
continues. “There must be a strategy. Even when we know the direction we are 
looking to take, we must have a strategy to get there.” To accomplish this, sup-
ply chain executives must have a clear understanding of  how the market works, 
and bring that information to the rest of  the team, he notes. “We have the 
benchmarking tools, clinical data on utilization and best practices data.” If  the 
research supports that patients’ cardiovascular function improves with certain 
procedures or devices, “the products have been well worth the investment.”

Vision of Tomorrow
No matter how on-spot the strategy is, there’s only one way to make it work, 
says Walsh: Communicate, and then communicate some more. 

David Walsh
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“This is an ongoing project,” says 
Walsh. “We will adjust to meet [every-
one’s] needs and constantly improve the 
process. My goal is to maximize tech-
nology, streamline certain processes, 
improve our reporting structure around 
cost per procedure, and to ensure that 
as we get into cost-sharing agreements, 
what we look at will be measureable.”

At the same time, he is mindful that the 
current structure of  the healthcare system 
can change at any time. “The reimburse-
ment structure, ACOs and bundled pay-
ments – all of  this can change tomorrow,” 
he says. “We must move forward with the 
information we have on hand, and then 
be prepared to be flexible and change our 
course if  necessary.” JHC

A brief stint in working in electronics in the military 
nearly a quarter of a century ago taught David Walsh, 
administrative director of supply chain, Saint Francis 
Hospital and Medical Center, that transistors and re-
sistors “didn’t do it for me.” His earlier experience with 
planning and logistics for a private-sector manufac-
turer – together with his wife’s encouragement – led 
him to a position at Massachusetts General in envi-
ronmental services. “I discovered I enjoyed it, and it 
worked well with my background in planning and 
logistics,” he recalls. It wasn’t long before the hospi-
tal moved him into supply chain distribution. “I spent 
the next 16 years progressing through the ranks,” he 
says. “At one point, I was responsible for the IDN’s 
non-acute care network.”

From there, he transitioned to South Shore Hos-
pital as director of materials, facilities and nutritional 
services, and moved to his current position at Saint 
Francis Medical Center in 2012. “The greatest benefit 
I have been able to bring to supply chain is my pri-
vate industry experience,” he says. “The healthcare 
industry involves different products and widgets, but 
the process is the same. I have an understanding of 
logistics, planning and lead-time. I understand the 
challenges distributors face and I understand the 
healthcare industry.”

In his current role as administrative director of sup-
ply chain at Saint Francis Medical Center, Walsh is 
responsible for all aspects of supply chain, including  

managing capital needs and long-range plans.  
In addition he has:

•  Established a value analysis committee 
for product and opportunity review. The 
committee represents all service lines and 
includes physicians. 

•  Established a centralized system for 
distribution reducing cost and increasing 
efficiencies and coverage.

• Reduced warehouse inventory by 60 percent.
•  Implemented low-unit-of-measure ordering, 

reducing cost and improving space utilization.
•  Implemented handheld inventory and a 

receiving / delivery module.
•  Enhanced electronic data management with 

EDI vendor (invoicing/advance ship notice, etc.)
•  Implemented contract database management.
•  Restructured the supply chain to better meet 

needs of the institutions, including OR repre-
sentation and physician involvement internally.

•  Decreased non-file items purchased over  
the last 12 months from 52,338 to 16,607  
(68 percent reduction).

•  Standardized product nomenclature. 
•  Decreased non-file spend from $33 million to 

$4.3 million (87 percent reduction).
•  Completed an aggressive master data 

management initiative and presented it as 
educational sessions with three professional 
organizations in the past year.

Different setting, same process

“Twenty-five years 
ago, partnerships 

and capitated 
costs meant 

something much 
different than they 

do today.”
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Centers for Disease  
Control and Prevention
The CDC Ebola website – www.cdc.gov/
vhf/ebola/hcp/procedures-for-ppe.
html – contains the latest outbreak 
information as well as guidance on 
how to deal with Ebola patients, 
how to minimize the spread of  the 
virus, and more. Among the many 
resources CDC offers is the follow-
ing on “Recommended Personal  
Protective Equipment”:

Powered air-purifying respira-
tor (PAPR) or N95 Respirator. If  a 
NIOSH-certified PAPR and a NIOSH-certified fit-tested disposable N95 res-
pirator is used in facility protocols, ensure compliance with all elements of  the 
OSHA Respiratory Protection Standard, 29 CFR 1910.134, including fit test-
ing, medical evaluation, and training of  the healthcare worker. 

•  A PAPR with a full face shield, helmet, or headpiece. Any reusable 
helmet or headpiece must be covered with a single-use (disposable) hood 
that extends to the shoulders and fully covers the neck and is compat-
ible with the selected PAPR. The facility should follow manufacturer’s 
instructions for decontamination of  all reusable components and, based 
upon those instructions, develop facility protocols that include the desig-
nation of  responsible personnel who assure that the equipment is appro-
priately reprocessed and that batteries are fully charged before reuse. 

•  A PAPR with a self-contained filter and blower unit integrated inside the 
helmet is preferred. 

•  A PAPR with external belt-mounted blower unit requires adjustment of  
the sequence for donning and doffing.

•  N95 Respirator: Single-use 
(disposable) N95 respirator in 
combination with single-use 
(disposable) surgical hood 
extending to shoulders and 
single-use (disposable) full face 
shield. If  N95 respirators are 
used instead of  PAPRs, care-
ful observation is required to 
ensure healthcare workers are 
not inadvertently touching their 
faces under the face shield dur-
ing patient care.

Single-use (disposable) fluid-re-
sistant or impermeable gown that 
extends to at least mid-calf or cov-
erall without integrated hood. Cov-
eralls with or without integrated socks 
are acceptable. Consideration should 
be given to selecting gowns or coveralls 
with thumb hooks to secure sleeves over 
inner glove. If  gowns or coveralls with 
thumb hooks are not available, person-
nel may consider taping the sleeve of  
the gown or coverall over the inner 
glove to prevent potential skin expo-
sure from separation between sleeve 
and inner glove during activity. Howev-
er, if  taping is used, care must be taken 
to remove tape gently. Experience in 

Ebola: Education trumps panic
Resources and information on effective Ebola protocols

Editor’s Note: With a few exceptions, cooler heads prevailed during the height of  the Ebola scare. Rather than press 
the panic button, the Centers for Disease Control and Prevention, infection preventionists and other professional societ-
ies disseminated information on how to manage and control the virus. The Journal of  Healthcare Contracting offers a few 
resources to which readers can refer for factual information.
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some facilities suggests that taping may increase risk by mak-
ing the doffing process more difficult and cumbersome.

Single-use (disposable) nitrile examination gloves 
with extended cuffs. Two pairs of  gloves should be worn. 
At a minimum, outer gloves should have extended cuffs.

Single-use (disposable), fluid-resistant or imperme-
able boot covers that extend to at least mid-calf or 
single-use (disposable) shoe covers. Boot and shoe cov-
ers should allow for ease of  movement and not present a slip 
hazard to the worker. Single-use (disposable) fluid-resistant 
or impermeable shoe covers are acceptable only if  they will 
be used in combination with a coverall with integrated socks. 

Single-use (disposable), fluid-resistant or imper-
meable apron that covers the torso to the level of 
the mid-calf should be used if Ebola patients have 
vomiting or diarrhea. An apron provides additional 
protection against exposure of  the front of  the body to 
body fluids or excrement. If  a PAPR will be worn, consid-
er selecting an apron that ties behind the neck to facilitate 
easier removal during the doffing procedure.

AORN
On Oct. 14, the Association of  periOperative Nurses issued 
guidelines for perioperative personnel. AORN recommends 
that airborne precautions be taken when caring for an Ebola 
patient in the surgical setting in addition to standard, contact, 
and droplet precautions. (The “AORN Recommended Prac-
tices for Prevention of  Transmissible Infections in the Periop-
erative Practice Setting” are said to provide detailed guidance to 
perioperative RNs for implementing standard precautions and 
transmission-based precautions, i.e., contact, droplet, airborne.)

Environmental cleaning team members should follow 
CDC recommendations when cleaning the OR after a patient 
with Ebola, according to Amber Wood, MSN, RN, CNOR, 
CIC, AORN. The CDC advises higher levels of  precaution 
toward potentially contaminated surfaces because of  Ebola’s 
apparent low infectious dose and disease severity. 

Contaminated instruments should be placed in puncture- and 
leak-proof  containers and transported to the decontamination 

area as soon as possible after completion of  the procedure. Ster-
ile processing team members should follow standard precau-
tions and wear personal protective equipment (PPE) including: 

• Fluid-resistant gown with sleeves 
•  Gloves (i.e., general purpose utility gloves with a 

cuff  that extends beyond the cuff  of  the gown)
• A mask and eye protection or a full face shield
• Shoe covers or boots designed for use as PPE 

Wood recommends a review of  AORN’s “Recommend-
ed Practices for Cleaning and Care of  Surgical Instruments 
and Powered Equipment” for detailed guidance for the safe 
handling and decontamination of  soiled surgical instruments. 

Read the AORN recommendations at www.aorn.org/
about_aorn/media_resources/press_releases.aspx

Processing biohazardous medical waste
On Oct. 23, five societies issued a joint statement offering 
guidance on handling biohazardous medical waste, includ-
ing waste contaminated with the Ebola virus. Specifically, 
the statement addresses the use of  sterilizers for process-
ing biohazardous waste in the healthcare facility. The five 
societies are: International Association of  Healthcare 
Central Service Materiel Management (IAHCSMM), As-
sociation for the Advancement of  Medical Instrumen-
tation (AAMI), AORN, Association for Professionals in 
Infection Control and Epidemiology (APIC) and Associa-
tion of  Surgical Technologists (AST). 

The five societies recommend that:
•  Healthcare organizations should not circumvent 

established protocols for handling biohazardous 
medical waste.

•  Biohazardous medical waste should not be brought 
into clean areas where processing reusable medical 
devices is performed.

•  Biohazardous medical waste should not be inactivat-
ed in a sterilizer that is used for processing reusable 
medical devices.

•  Sterilizers used to inactivate biohazardous medi-
cal waste should be designed and validated for that 
particular purpose.
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•  Organizations should work with infection preventionists 
and keep abreast of  evolving professional and regulatory 
guidelines for handling biohazardous medical waste.

Read the statement at www.iahcsmm.org/resources/
ebola-resources.html

Texas Health Resources
Texas Health Presbyterian Hospital Dallas, where the 
country’s first Ebola patient was treated, presented a we-
binar in late October on “Learnings and Lessons.” Among 
the actions taken by the hospital were:

Upgraded medical record software to clearly highlight 
travel risks. Medical record software at Texas Health Dal-
las now includes a robust screening tool specifically asking 
where a patient has recently travelled and high-
lights that information in a large, red box at the 
top of  the medical record.

New triage procedures initiated to quickly 
identify at-risk patients. Generally, within five 
minutes of  entry, patients will be asked about 
travel history and the patient’s chief  complaint.

A triage procedure to move high-risk patients 
immediately from Emergency Department. High-risk patients 
will be taken to an isolation unit by a nurse in full protective 
gear – gloves, gown, shoe covers, face mask and face shield – or 
immediately taken to a hospital with an isolation unit.

A final step for cleared patients. Thirty minutes prior 
to discharge, vital signs will be rechecked. If  anything is 
abnormal, the physician will be notified.

Increased emphasis on face-to-face communication. 
Nurses and doctors will increase face-to-face exchange of  
information so that they do not solely rely on electronic 
medical records.

Other resources
North Shore-LIJ Health System in Great Neck, N.Y., re-
leased an Ebola preparedness guide. The facility is one of  
eight New York hospitals and health systems designated as 
Ebola treatment centers. (www.nslijalerts.com/homepage/
ebola-virus/for-healthcare-organizations/north-shore-lij-
ebola-virus-preparedness-manual/?utm_source=pr&utm_
medium=bitly&utm_campaign=ebola-pr-bitly)

The University of  Nebraska Medical Center’s Center for 
Continuing Education created a free online course called 
“The Nebraska Ebola Method,” to enable the learner to bet-
ter understand the pathogenesis and epidemiology of  Ebola, 
safe treatment practices, public health management, and sub-
sequent systems change that result from an Ebola outbreak. 
Topics include: choosing required personal protection using 
national guidelines; safely putting on and removing personal 
protection equipment to prevent contact with infectious ma-
terials; and incorporating personal protection strategies based 
on the successful experience treating patients with Ebola by 
the Nebraska Biocontainment Unit. Also available are free, 
printable handouts on “Donning and Doffing PPE.” Com-
missioned by the CDC in 2005, the Nebraska Biocontain-
ment Patient Care Unit was designed to provide the first line 

of  treatment for people affected by bioterrorism or extreme-
ly infectious naturally occurring diseases. For more informa-
tion, go to http://app1.unmc.edu/nursing/heroes/

During the annual meeting of  the American College of  
Emergency Physicians, the CDC published Ebola guide-
lines for emergency departments. The guidelines include 
advice for: 1) assessing patients, including those for whom 
travel histories are unavailable (for example, when patients 
are unconscious); 2) donning and doffing personal protec-
tive equipment; 3) managing and isolating patients who may 
have Ebola; 4) informing hospital personnel and other au-
thorities about possible infection; and 5) providing direct 
observation of  healthcare workers during the donning and 
doffing processes for PPE. www.cdc.gov/vhf/ebola/pdf/
ed-algorithm-management-patients-possible-ebola.pdf

The American Medical Association created an online 
Ebola Resource Center (www.ama-assn.org/ama/pub/
physician-resources/public-health/ebola-resource-center.
page), including Ebola basics, how to prevent transmis-
sion, monitoring people exposed to the virus, etc. JHC

A final step for cleared patients.  
Thirty minutes prior to discharge, vital 
signs will be rechecked. If anything is 
abnormal, the physician will be notified.
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Right product,  
right patient, right time
Total Visibility Project will bring efficiency and accuracy to the supply chain

By Curtis Rooney

The Healthcare Supply Chain Association (HSCA), led by its  
Committee for Healthcare eStandards (CHeS) and working hand-in-hand 
with GS1 US, recently announced an important new industry best prac-
tice that will help bring greater efficiency to the healthcare supply chain. 

Dubbed the Total Visibility Project, this initiative will also create greater transparency and 
improve access to accurate product information for providers at both the procurement and 
clinical level. Simply put, the Total Visibility Project will help ensure that the right product gets 
to the right patient at the right time.

The GDSN
To provide healthcare trading partners ac-
cess to specific product information, HSCA 
members’ hospitals are increasingly engaging 
in data synchronization through their Global 
Data Synchronization Network (GDSN). 
The GDSN is an automated, standards-based 
global environment for the electronic trans-
fer of  standardized product information be-
tween trading partners. The GDSN helps to 
enable secure, continuous data synchroniza-
tion over time. 

To advance data synchronization and sim-
plify the publication of  product attributes, 
HSCA has identified the Minimum Product 
Attributes that all suppliers, manufacturers 
and GPOs providing data to the GDSN may 
use to fulfill HSCA member attribute require-
ments. With a one-time initial publication of  
these attributes, suppliers will know that all 
hospital/provider members of  a GPO will 
have immediate access to product data. 

For product suppliers and manufactur-
ers, this helps achieve total visibility of  these 

December 2014 | The Journal of Healthcare Contracting46



HSCA

To advance data synchronization 
and simplify the publication of 
product attributes, HSCA has 
identified the Minimum Product 
Attributes that all suppliers, 
manufacturers and GPOs providing 
data to the GDSN may use to fulfill 
HSCA member attribute requirements.

product attributes in the healthcare supply chain. Sharing 
product information via the GDSN will significantly re-
duce errors, duplicative labor efforts, and other inefficien-
cies among trading partners. Participation in this initiative 
will be beneficial to GPOs, healthcare providers, clini-
cians, and patients.  

The benefits of  sharing product information through the 
GDSN include:

•  Useful and accurate product data information 
available quickly and from a reliable source.

• Timely product data updates.
•  Reduction in the number of  administrative touches, 

time, and errors.
•  Increased speed of  new product introduction.

Beginning the process
Here are the necessary steps to begin the 
data synchronization process with GPOs:

1.  Subscribe to a Certified GDSN  
Data Pool.

2.  Complete and submit a GPO Trad-
ing Partner Information Form for 
each GPO with whom you do busi-
ness. This step should be completed 
by Jan. 30, 2015. 

3.  Use the Minimum Product Attributes 
List to ensure Initial Synchronization. 
Review each GPO’s Data Synchro-
nization Implementation Guide for additional 
requested or optional data. With the initial publica-
tion of  the Minimum Product Attributes, all sub-
scribing trading partners will receive all additions 
and updates.

4.  Review the product information you plan to load 
into GDSN. Validate and cleanse data prior to 
publishing. If  needed, seek the advice of  industry 
experts on data quality.

5.  GPOs will create GDSN subscriptions for your 
Information Provider GLN and confirm readiness 
to accept initial publications. 

6.  Publish product information as “Initial Load” to 
the Recipient GLN for each GPO with whom you 
do business.  

7.  Send an email notifying each GPO when initial 
publications have been sent to ensure data has been 
received. If  it has not, the GPOs will initiate error 
checking to correct issues. 

8.  After Initial Loads are complete, continue to sub-
mit all modifications/corrections through GDSN. 
New items should be published as “New.”

The Minimum Product Attributes list required for 
Total Visibility of  product data can be found at www.
supplychainassociation.org. Individual HSCA members will 
also be alerting their partners about this development shortly. 

During this period of  tremendous change, we are all 
striving to improve the healthcare supply chain, and this 
development is one more step in that direction. GPOs will 
monitor and encourage participation in this effort from 
our supply chain partners. If  you have questions on this 
initiative, the synchronization process or the Minimum 
Product Attributes required for Total Visibility, feel free to 
reach out to any of  the participating GPOs. For technical 
questions, contact your GDSN Certified Data Pool. 

GPOs are leading the way toward improving the accu-
racy and accessibility of  product information available to 
the supply chain. We hope you join us! JHC

Curtis Rooney is president of  the Healthcare Supply Chain Association, www.supplychainassociation.org.
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Olympus develops solutions for healthcare professionals that help improve clinical outcomes, reduce overall costs and 
enhance quality of  life for their patients. By enabling less invasive procedures, innovative diagnostic and therapeutic en-
doscopy and early stage lung cancer evaluation and treatments, Olympus is transforming the future of  healthcare. For 
more information, visit Olympus at www.olympusamerica.com

Premier is one of  the nation’s largest performance improvement alliances of  approximately 2,900 U.S. community hos-
pitals and 100,000 alternate sites using the power of  collaboration and technology to help lead the transformation to 
coordinated, high-quality, cost-effective care. Owned by healthcare providers, Premier operates a leading purchasing 
network and also maintains clinical, financial and outcomes databases based on 1 in every 4 U.S. hospital discharges. A 
leader in measurably improving patient care, Premier has one of  the largest performance improvement collaboratives in 
America, including one in partnership with the Centers for Medicare & Medicaid Services. Headquartered in Charlotte, 
N.C., Premier also has an office in Washington. www.premierinc.com.

Sponsors:

In a session aptly titled, “Understanding IDNs,” 
four supply chain executives spoke about  
their organizations:

•  Teresa Dail, RN, BSN, chief  supply 
chain officer, Vanderbilt Health System, 
Nashville, Tenn.

•  Ed Bonetti, director of  supply chain 
operations, Lifespan, Providence, R.I.

•  Jay Kirkpatrick, CEO, MidAmerica Region, 
HealthTrust, representing HCA.

•  Amy Newman, vice president, supply 
chain, Huntsville Hospital Health System, 
Huntsville, Ala.

Vanderbilt Health System
Vanderbilt comprises four hospitals and 3,000 
faculty (MDs and PhDs), explained Dail. Its  

Each Their Own
Market Insights provides opportunity to understanding IDNs…one at a time

Even 20 years after the term “integrated delivery network” 
came into widespread use, the old saying still rings true: “If  you’ve 
seen one IDN, you’ve seen one IDN.” That said, there’s plenty to 
learn about IDNs simply by meeting with and listening to them. 
Such was the opportunity afforded suppliers and others at the re-
cent Market Insights Supply Chain Forum in Charlotte, N.C., spon-
sored by MDSI, publisher of  the Journal of  Healthcare Contracting.
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supply chain is responsible for half  a billion dollars in spend-
ing. Pharmaceuticals comprise roughly 45 percent of  that 
amount, med/surg supplies 44 percent, and lab 6 percent. 
Its prime distributor, Owens & Minor, delivers products on 
a low-unit-of-measure basis six days a week from a facility 
about 12 miles from campus. Total spend going through dis-
tribution is about $65 million annually.

Vanderbilt also operates a case cart operations center, a 
51,000-square-foot offsite facility that processes more than 
175,000 trays annually, and handles roughly 1,500 SKUs.

In 2007, Vanderbilt built an infrastructure, using 
technology and people, “to allow us to drive contract-
ing and utilization initiatives, thereby reducing our de-
pendency on national GPOs,” Dail told the group. “This 
infrastructure has allowed us to develop expertise in data 
analytics and contracting, resulting in about $70 million 
in savings over seven years.”

Vanderbilt expanded upon its experience in self-contract-
ing by creating the Vanderbilt Supply Chain Services Col-
laborative. Its mission, said Dail, is to work with partici-
pating, non-owned facilities to:

•  Define and implement synergies among the orga-
nizations, allowing a focused and joint approach to 
lowering overall supply, pharmaceutical and pur-
chased service expense through contracting.

•  Share best practices and maximize resource and tech-
nology utilization to create an efficient, cost-effective 
program, which will enhance the supply chain’s con-
tribution to the overall success of  the organization.

The Collaborative’s promise to industry is simple, said Dail: 
Commitment and compliance. In fact, each participant signs 
a letter of  commitment prior to agreements being signed.

Lifespan
Lifespan Corp. comprises five hospitals in Rhode Island, 
with a total of  1,155 licensed beds, explained Ed Bonetti. 
It employs a centralized supply chain model, with a com-
mon management information system and a low-unit-
of-measure distribution center. Lifespan employs an ag-
gressive self-contracting strategy, and uses a variety of  
analytical tools to benchmark supply chain performance.

Suppliers can work best with Lifespan by keeping these 
things in mind:

•  Shift from focusing on the cost of components to the total 
cost of procedures. (Goal: Standardization and utilization.)

•  Move beyond just selling products to providing 
value. (Goal: Alignment with strategic initiatives.)

•  Use the value analysis process. (Goal: Address a 
clinical care gap or deliver cost savings.)

•  Improve contract compliance. (Goals: Manage 
three-way and four-way price integrity; eliminate 
voucher price discrepancies.)

• Accommodate acute and non-acute care purchases.

Bonetti described Lifespan’s approach to contract manage-
ment, price compliance and utilization at the conference:

• Contract repository.
• Normalize data.
• Consolidate spend for the entire enterprise.
• View spend by vendor, contract, product and category.
• Identify savings opportunities.
• Leverage data in the RFP process.
• Monitor spend and savings.

Contract management
• Manage entire contracting cycle.
• Manage contract cycle by complexity levels.
•  Manage contract calendar by category, product 

group, complexity, vendor.

Contract compliance
•  Matched exceptions. Manage price-matched excep-

tions; new items; price changes.
•  Lost savings: Vendor invoice errors, manage  

off-contract spend.

Utilization/price migration
• Monitor product utilization by product type, vendor.
•  Develop practice standardization metrics and review 

variance by physician.
• Control spend creep caused by product migration.

HCA Supply Chain
HealthTrust has a history of  creating value since its formation, 
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said Jay Kirkpatrick. Launching its GPO and supply chain op-
erations group in 1999, HealthTrust has evolved to offer inte-
grated, total cost management solutions. 

As a GPO, HealthTrust represents 1,350 hospitals, 
10,600 sites of  care, and more than 600 non-healthcare 
companies, offering contract savings of  7 percent to 12 per-
cent, using a one-price-for-all approach on supplies, includ-
ing sub-acute classes. In addition, the company provides a 
broad supply chain footprint, serving more than 600 total 
entities, including 219 hospitals (162 of  which are HCA fa-
cilities). Supply chain services include purchasing, accounts 
payable, regional warehousing and customer service.

Pursuing its mission of  driving strategic cost management 
and operational efficiencies while enabling quality outcomes, 
HealthTrust follows three pathways: data and analytics, pro-
cess improvement and clinical integration, said Kirkpatrick. 
Its journey has taken HealthTrust and its members from 

standardization, to alignment, to optimization and innova-
tion, where supply chain is regarded as a strategic asset.

Huntsville Hospital Health System
At 881 beds, Huntsville Hospital Health System is the 
sixth largest publicly owned hospital system in the nation. 
At the conference, Amy Newman explained that Hunts-
ville is an owner (with Sarasota Memorial Health Care Sys-
tem, Lee Memorial Health System, and the Central Florida 
Health Alliance) of  Cooperative Services of  Florida, Inc., 
an independent, nonprofit group purchasing organization. 

Huntsville is also a participating member of  the LeeSar 
Distribution Center, a 200,000-square-foot facility, which sits 
adjacent to Cooperative Services of  Florida in Fort Myers, Fla. 
LeeSar is, in essence, a self-distributing operation, receiving 
bulk supplies directly from the manufacturer, and distributing 
them in low-unit-of-measure to participating facilities. JHC

Healthcare is changing, and IDNs are adapting. Sup-
pliers need to do the same. They can do so in three 
ways, said Mark Dixon, president, The Mark Dixon 
Group, which provides consultative assistance to 
IDNs and medical suppliers:

•  Understand the impact on IDNs of the 
movement from volume to value.

• Understand IDNs’ key drivers and issues.
• Proactively address IDNs’ needs.

Change to the nation’s 
healthcare system was in-
evitable, said Dixon, who 
made his remarks at the re-
cent Market Insights Supply 
Chain Forum in Charlotte, 
N.C., sponsored by MDSI, 
publisher of the Journal of 
Healthcare Contracting. Total healthcare and hos-
pital expenditures have nearly doubled in the last 
decade. If growth rates stay constant, the average 

cost of a family health insurance premium will 
equal 50 percent of household income by 2021. 
“America cannot afford our healthcare system and 
cannot compete in a world economy if it keeps 
spending more on healthcare,” said Dixon, who 
was regional president of Fairview Health Servic-
es, Minneapolis, Minn., prior to forming his own  
consulting firm.

From volume to value
By offering incentive payments to hospitals that 
provide high-quality, efficient care, the Centers for 
Medicare & Medicaid Services is pushing providers 
to move away from fee-for-service to fee-for-val-
ue, Dixon said. Examples of mandatory programs 
the government has put in place: Value-Based 
Purchasing, the Hospital Readmissions Reduc-
tion program, and the Hospital-Acquired-Condi-
tions-Reduction program. Put all these programs 
together, and an average 300-bed hospital has 
about $10 million per year at risk.

Staying Relevant
Understand the issues facing your customers in the marketplace, consultant Mark Dixon says 

Mark Dixion
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Leading the “volume to value” movement are ac-
countable care organizations, which are groups of 
providers that work together to:

• Coordinate care for the patients they serve.
• Deliver seamless, high quality care.
•  Create patient-centered organizations in which 

the patient and providers are true partners in 
care decisions.

ACOs – of which more than 480 operate in the 
United States today – measure outcomes, practice 
process-level care management, and align financial 
incentives, he said. Although the federal government 
is responsible for setting up ACOs, commercial payers 
are moving in the same direction in many markets.

What’s on the C-suite’s mind?
Today’s IDN executives are watching six key health-
care trends, each of which already is affecting – or 
will affect – IDNs:

1.  Healthcare consumerism. High-deductible 
products have grown four times in number 
since 2006. 

2.  A focus on population health. Improving 
the health of large groups of people calls for 
providers to shift their emphasis away from 
the volume of services offered, to the value of 
care delivered. To do that, they are using care 
bundles, care pathways, care coordination, 
the patient-centered medical home, evi-
dence-based medicine, clinically integrated 
networks of physicians, and more.

3.  Physician employment and integration. 
More physicians are becoming employees 
of hospitals and IDNs, while others are join-
ing large groups. 

4.  Scale wins. Consolidation among providers 
and suppliers is continuing. Dixon predicted 
that the 2020 provider landscape will be dom-
inated by 100-plus regional megasystems.

5.  IDNs moving away from holding com-
pany systems, to operating companies/
businesses. Expect more centralization of 

decision-making about such things as capital, 
supplies and operations, predicted Dixon.

6.  A relentless focus on cost. IDNs will remain 
focused on reducing costs and improving op-
erating margins. They are cutting direct costs 
(e.g., FTEs, drugs, services), leveraging their 
size to negotiate better pricing, and increas-
ing operational efficiencies.

Key questions for the C-suite
C-suite executives are working aggressively to an-
swer questions such as these:

•  How can we maintain profitability on  
Medicare reimbursement?

•  How can we change the care model with our 
employed and independent physicians? 

•  How fast should we design and implement the 
new care model and the new payment systems 
that recognize value? 

•  Does our hospital/system have enough scale 
to succeed? 

Suppliers can stay relevant to today’s IDN by:
•  Identifying operating mechanisms in the 

system, and find out which hospital is 
responsible for key initiatives.

•  Understanding the elements impacting the 
value of their product in the IDN.

•  Leveraging relationships beyond their target 
departments to include the vice president of 
system departments and other CXOs. 

•  Understanding the balanced scorecards of 
hospitals and IDNs.

For suppliers, the bottom line is simple: Provide 
value, not just products. Move away from selling 
commodities, to contributing solutions for your 
customers’ organizational issues. Doing so won’t be 
easy, said Dixon. After all, many IDN executives be-
lieve there are too many salespeople pushing too 
many products, and too few salespeople who do 
their homework to really understand the issues and 
challenges facing their customers. 



DIVERSITY IN THE WORKPLACE
Robert T. Yokl, Chief Value Strategist,  

Strategic Value Analysis in Healthcare

VALUE ANALYSIS

A new way of doing business is becoming the norm in healthcare  
organizations: Value-Based Purchasing. Value-Based Purchasing’s goal is to fo-
cus on the overall cost and quality of  care, not the negotiated price for health-
care services. Obtaining a better price on a widget used for a procedure or a 
case isn’t as important as determining and then buying the best value products, 
services and technology for a patient’s entire episode. 

 We have all seen electrodes, 
with a great price, that only 
last a few days and electrodes 
that cost a few cents more, 
but really stick, lasting for the 
whole patient stay. This is the 
value analysis that must be per-
formed, with internal and ex-
ternal data, to determine what 
best value is for your patients. 
No longer can we as an indus-
try buy a product, service or 
technology on price, since it is 
now counterproductive. 

We also need to eliminate 
all waste and inefficiency in 
our supply streams which is in-
creasing our hospital’s cost or 
creating quality issues for our 
patients or customers. An ex-
ample of  this would be buying 
a feature-rich I.V. catheter kit at twice what it costs your peers, when a standard 
I.V. catheter kit would get the job done at half  the cost. Another example 
would be only recycling 64 percent of  your total single-use products because 
customers aren’t being compliant with your hospital’s recycling protocols. 

The whole notion of  Value-Based Purchasing is to create a performance-
based healthcare culture vs. fee-for-service culture where outcomes don’t mat-
ter. We see this concept in action today where Medicare is now taking money 
away from hospitals with high readmissions, low patient satisfaction scores, 

high hospital acquired infections, 
etc., and is monetarily rewarding 
those hospitals who meet or exceed 
seven performance measures moni-
tored by the Center for Medicare and 
Medicaid Services. 

Dr. Patrick Torcson, chair of  The 
Society of  Hospital Medicine’s Per-
formance and Standards Committee, 
says every hospitalist (and depart-
ment head) should be aware of  the 
core-measures concept, which has 
been around since 2003 in what’s 
now called the Hospital Inpatient 
Quality Reporting (IQR) Program. 
“We’re not reinventing the wheel; 
we’re just transforming the program 
from pay-for-reporting to actual pay-
for-performance,” he says. Value-
Based Purchasing, though, is raising 
the stakes considerably. “It’s really 
significant because it marks the be-
ginning of  an era of  accountability 
and true pay-for-performance at the 
hospital level.1 

Supply chain fits into this Value-
Base Purchasing model easily when 
it takes a long-view of  its mission: 
getting the right product, at the right 
time, to the right place without any 
defects. This is how your supply 
chain department can contribute to 
your hospital’s team effort to im-
prove their cost and quality outcomes 
one patient at a time. JHC

Your First Priority
Focus on creating value and eliminating waste

1The Hospitalist: “Value-Based Purchasing Raises The Stakes by Bryn Nelson, M.D.

The whole notion 
of Value-Based 

Purchasing 
is to create a 

performance-
based healthcare 
culture vs. fee-for-

service culture 
where outcomes 

don’t matter.
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Federation of American Hospitals

FAH Public Policy Conference and Business Exposition 

March 1-3, 2015 

Marriott Wardman Park Hotel 

Washington, D.C

HIDA

Executive Conference

March 17-20, 2015 

Hyatt Regency 

Bonita Springs, Fla.

AHRMM (Association for Healthcare  

Resource & Materials Management)

Annual Conference & Exhibition

Aug. 9-12, 2015

Indianapolis, Ind.

Amerinet

Member Conference

May 17-20, 2015

Walt Disney World Swan and Dolphin

Orlando, Fla.

MDSI

Purchasing Coalition Forum

Jan. 14-15, 2015 

Atlanta, Ga.

MDSI

Market Insights Supply Chain Forum

March 24-25, 2015 

Dallas, Texas 

MedAssets

Healthcare Business Summit

April 7-9, 2015

Mandalay Bay Resort & Convention Center

Las Vegas, Nev.

 Premier

Annual Breakthroughs Conference & Exhibition

June 23-25, 2015

Washington, D.C.

Health Connect Partners

Hospital Pharmacy Conference Spring

May 4-6, 2015

Orlando, Fla.

Hospital Pharmacy Conference Fall

Oct. 12-14, 2015

Los Angeles, Calif.

Radiology & Imaging Conference

March 4-6, 2015

Orlando, Fla.



IntheHeadlines

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

Idaho launches state health insurance exchange (HIX)
The state of Idaho launched a health insurance exchange (HIX), called 
Your Health Idaho (Boise, ID). The Idaho HIX will offer a total of  198 
plans from five health insurers and 
four dental carriers. Idaho will 
be one of  twelve states, along 
with Washington, DC, to run 
its own online marketplace this 
year. The exchange website,  
http://yourhealthidaho.org, 
will be challenged to do as 
well in the state as the fed-
eral insurance exchange 
did. Idaho had one of the 
most successful federal 
exchange enrollments of  
any state during the first 
open enrollment period 
that ended in March 2014 
with approximately 76,000 
Idahoans signing up for 
private coverage. Idaho 
is using $35 million in fed-
eral funds to build its exchange, 
seeking to help 165,000 residents 
buy coverage. The HIX will charge 
insurers 1.5 percent on premiums to 
cover its overhead, compared to 3.5 percent 
on policies in the federal exchange. The sur-
charge will be the main source of revenue for the state’s HIX starting next 
year when all state marketplaces must be self-sustaining.

Ohio: Cleveland Clinic names new chief experience officer
Cleveland Clinic (Cleveland, OH) named Adrienne Boissy as its new chief  experience 
officer, effective January 2015. Boissy previously served as experience officer for Cleve-
land Clinic’s Neurological Institute (Cleveland, OH), where she led the institute’s Patient 
Advisory Council and developed programs that encouraged healthy physician-patient 
communication. She will replace James Merlino, who left to become president and chief  
medical officer of  Press Ganey’s (South Bend, IN) strategic consulting division.
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The U.S. Military Health System (DOD) 
(Washington, DC) received bids from four 
groups of  health IT vendors and technology 
companies to compete for the $11 billion 
Defense Healthcare Management Systems 
Modernization contract. The solicitation re-
quirements were posted in August 2014 and 
the final day to submit proposals was Oc-
tober 31, 2014. A team of  DOD civilians, 
military personnel, and subject matter and 
procurement experts will evaluate the pro-

posals. DOD officials say they plan to make a decision on the 
contract by July 2015. Competitors for the contract include:

•  IBM Corp (Armonk, NY) and Epic Systems Corp 
(Verona, WI) 

•  Computer Sciences Corp (El Segundo, CA), 
Hewlett-Packard Co (Palo Alto, CA), and Allscripts 
Healthcare Solutions (Libertyville, IL) 

•  Cerner Corp (Kansas City, MO), Leidos Inc (Reston, 
VA), and Accenture (New York, NY) 

•  PricewaterhouseCoopers LLP (New York, NY), 
General Dynamics Information Technology (Falls 
Church, VA), DSS (Reading, PA), and MedSphere 
Systems Corp (Aliso Viejo, CA)

Georgia: Columbus Regional HealthCare  
eliminates 219 employee positions
Columbus Regional HealthCare (Columbus, GA) eliminated 219 em-
ployee positions after reporting a $17 million loss in both FY 2013 and 
FY 2014. The cuts were made at every level of  the organization, from 
executive leaders to medical transcriptionists. Out of  the 219 positions 
cut, 99 were filled by employees and 120 were vacant positions. The 
layoffs are the start of  a plan to reduce operating costs by $23 million.

Washington DC: Four groups 
submit bids for $11B DOD EHR 
modernization contract

Wisconsin: UW Health to merge with SwedishAmerican Health System
UW Health (Madison, WI) and SwedishAmerican Health System (Rockford, IL) will merge under an agreement that is 
expected to close in January 2015, pending approval from state and federal regulators. SwedishAmerican will keep its 
name and will become a division of  UW Health. Swedish also will retain its local board and management, with CEO Dr. 
Bill Gorski remaining in his position. The transaction will include the allocation of  $255 million in capital over the next 
five years toward investment in the Rockford market for improvements to SwedishAmerican’s electronic health record 
system, hospital infrastructure, and the development of  new clinical care sites. Combined, the organizations’ net revenues 
are estimated at $3 billion.
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Mark Thill

OBSERVATION DECK

Talk about consolidation. BD and CareFusion, Biomet and Zim-
mer, Medtronic and Covidien. And that’s just on the supplier side. How 
about the hospital/IDN mergers that continue to take place? Here in Chica-
go, we see Advocate Healthcare joining with NorthShore University Health 
System to create a 16-hospital IDN. Every JHC reader can cite examples in 
his or her geography as well. GPOs? How many are left standing?

Consolidation. Innovation. 
Can we have it both ways?

Physicians? Many are either joining IDNs 
or grouping up to form what some are calling 
“supergroups.” And payers? According to the 
American Medical Association, just one insur-
er accounted for more than 50 percent of  the 
market in 15 states, and just two health insur-
ance organizations accounted for more than 
50 percent of  the health insurance market in 
45 of  the 50 states. 

There was plenty of  talk about consolida-
tion this fall on the Journal of  Healthcare Con-
tracting’s LinkedIn page. Many of  the posts 
– from both suppliers and providers – boiled 
down to this: If  consolidation continues 
(which most agree it will), what happens to 

innovation in medical devices and equipment? 
As suppliers get bigger, will they focus on de-
veloping innovative devices, or will they spend 
more time protecting market share? Similarly, 
as IDNs expand, will they have the time and 
energy to scrutinize innovation, or will they 
focus their energies on holding down costs 
and maintaining – or building – market share 
in their region?

Some of  the posts:
IDN supply chain executive: “Very large 
companies with majority market share do not 
drive competition or innovation. Look at the 
PC when IBM owned the market, the tele-
phone when there was the Bell monopoly, and 
airline prices before deregulation. Sustained 
competition drives marketplace innovation and 
lowers costs to the consumer.”

Consultant: “When there are too few suppli-
ers, like IV solutions, there is a strong temp-
tation (I am not accusing any company, but 
want to put this out here) for two suppliers 
to ‘keep hands off  each other’ during bidding 
processes and the like. If  the business is pretty 
much divided, why invest heavily in marketing 

Supplier: “I’ve seen both sides  
of this. When done right, [limited] 

consolidation can facilitate 
innovation and the adoption of 

new technologies in the market.”



Care 
transition
As hospitals get penalized 
for readmissions, more 
attention is paid to the 
handoff from acute to 
outpatient care
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OBSERVATION DECK

campaigns, GPO negotiations and the like when each side 
going full out will gain and lose business and the net effect 
is that each company keeps its existing market share?”

Supplier: “I’ve seen both sides of  this. When done right, 
[limited] consolidation can facilitate innovation and the 
adoption of  new technologies in the market. With too 
much consolidation, the need to innovate to stay ahead of  
the market is stifled.”

Supplier: “The challenge for the smaller, innovative sup-
pliers is to continue to find creative ways to introduce their 
products in a rapidly consolidating provider market, or 
else partner/merge with larger suppliers, as we are seeing 
also in the market.”

GPO executive: “Providers can benefit from dealing 
with fewer suppliers, etc. However, if  the consolidation 
leads to a significant reduction in competition, this can 
result in a lack of  innovation and higher prices to the con-
sumer. Competition is a good thing and makes everyone 
better!”

Supplier: “To compete against…global companies is 
hard enough. If  healthcare systems continue to contract 
only with those companies, innovation and the days of  
small companies will be few and far between.”

Supplier: “With the ongoing consolidation within the 
provider community, we will see suppliers consolidat-
ing as well, and I believe at a faster pace than the pro-
viders, as the supplier community does not face some of  
the challenges that the providers do in terms of  aligning 
mission, values and often religious covenants. [It is] more  

important than ever for suppliers to be able to clearly ar-
ticulate their value proposition and how that relates to im-
proved outcomes, improved patient satisfaction and equal 
or better financial performance. Suppliers that can do this 
will be the future winners.”

Consultant: “I see the effects of  consolidation on not only 
[venture capital] funding, but the private equity markets as 
well, with the net effect being support increasing for newer 
technologies that have a short runway to sales success, but 
the opposite happening for true innovation that has a lon-
ger horizon. Overall, this decreases the opportunity for in-
novation that increases or improves patient outcomes.”

‘True innovation’
At this fall’s annual conference of  the Advanced Medi-
cal Technology Association (AdvaMed), Premier CEO 
Susan DeVore reportedly caused a stir by suggesting 
that providers can no longer make a business case for 
“incremental innovation.” 

Here’s the dilemma: Developers of  medical devices 
and equipment believe that much innovation is, in fact, 
incremental. Following the AdvaMed conference, I spoke 
with AdvaMed Senior Vice President David Nexon. “Ob-
viously, there are [technologies] we would call clinical 
breakthroughs,” he said. “But once even those technolo-
gies are introduced, they go through a process of  continu-
ous improvement. And that’s the great thing about our 
industry – technologies keep getting better.” 

Consolidation isn’t going to stop. Given that, the mis-
sion for suppliers is this: Demonstrate value in your prod-
ucts and equipment. And the mission for IDN supply 
chain executives? Innovation can turn up where you least 
expect it, so keep a watch out for it. JHC

Consolidation isn’t going to stop. Given that, 
the mission for suppliers is this: Demonstrate 

value in your products and equipment. 





YOUR TRUSTED GUIDE

Some destinations are trickier than others, and that is especially true with medical 
device cost improvement. With extensive subject matter expertise and inside 
knowledge of vendor dynamics, SourceTrust can safely guide you to substantial 
savings. Learn more about SourceTrust at www.totalcostmanagement.com

Announcing: HealthTrust Acquires  
Cardiac Data Solutions — Giving  
the SourceTrust team new analytics  
tools to provide clinical benchmarks, 
utilization trends and implementation 
support to guide you on your path to 
clinical excellence.




