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“ Despite the pressure to 

contain costs, practice 
leaders are trying to avoid 
creating situations where 
doctors are paid more 
when patients do not get 
the services they need.”  

– Mark Friedberg, MD
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Physicians’ 
issues
are IDNs’ 
issues too

Editor’s note: As IDNs continue to 
acquire physician practices, they find 
themselves sharing responsibility 
for meeting a new set of challenges, 
including new payment models, 
implementation of non-acute-care 
electronic medical records systems, 
and staffing concerns. The Journal of 

Healthcare Contracting takes a look at 
recent events in all three areas.
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Just as hospitals and IDNs 
work overtime to adapt to new 

healthcare payment models in-

tended to improve quality and 

reduce costs, so too are physician 

practices. Many doctors are find-

ing that they need help manag-

ing increasing amounts of data 

and figuring out how to respond 

to the diversity of programs and 

quality metrics from different 

payers. Even so, most are faring 

well with the new models. These 

are among the findings of a joint 

study by the non-profit RAND 

Corporation and the American 

Medical Association.

Researchers studied 34 phy-

sician practices in six geograph-

ic markets to determine the ef-

fects of alternative healthcare 

payment models on physicians 

and medical practices in the  

United States. The payment 

models included episode-based 

and bundled payments, shared 

savings, pay-for-performance, 

capitation and retainer-based 

practices. Accountable care organizations and medical homes also 

were examined.

Among the practices surveyed, none had experienced financial 

hardship as a result of the new payment models. In fact, the overall 

financial impact – including practice stability – of the alternative 

payment models ranged from neutral to positive.

But changing the payment system probably isn’t enough to en-

sure that patient care will improve, said Dr. Mark W. Friedberg, the 

study’s lead author and a senior natural scientist at RAND, a non-

profit research organization. “For alternative payment methods to 

work best, medical practices also need support and guidance. It’s 

the support that accompanies a new payment model, plus how 

well the model aligns with all of a prac-

tice’s other incentives, that could deter-

mine whether it succeeds.”  

Key findings:

•  Physicians agree that the transition 

to alternative payment models has 

encouraged the development of 

team-based care. Additional benefits 

for patients include increased access 

to care and physicians through tele-

health or community-based care.

•  Most physician leaders are optimistic 

about alternative payment models, 

while physicians not in leadership 

roles have some apprehension, 

Physicians grapple with  
new payment models
Even so, most practices are doing OK with pay-for-performance and other models

“Despite 
the pressure 

to contain 
costs, practice 

leaders are 
trying to 

avoid creating 
situations 

where doctors 
are paid more 
when patients 

do not get  
the services 
they need.”  

– Mark Friedberg, MD
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 particularly with regard to new documentation requirements. 

For example, physicians are supportive of new patient regis-

tries that list patients with certain health conditions as a way 

to improve care. But they are skeptical about documentation 

whose link to better care is less clear. 

•  Practices are investing significantly in information systems to 

analyze large amounts of data about practice patterns. But 

when crucial data (such as quality performance feedback and 

drug prices) are missing or inaccurate, they have difficulty us-

ing data analysis to improve care and reduce spending.

•  As physician practices make substantial investments in data 

collection, payers also should consider helping physician 

practices manage the information. Such investments could 

enhance the effectiveness of new payment models, and help 

medical practices make the best use of computerized health 

records and other health information technology.

•  Payers should consider ways to harmonize key components of 

alternative payment models, especially performance measures. 

Medical practices usually contract with many payers, each of 

whom may have different performance measures tied to payment 

rewards. So medical practices must cope with how to address hun-

dreds of performance measures and create a coherent response.

•  Most medical practices have shielded individual physicians from 

direct exposure to the new financial incentives created by pay-

ers. While practices are paid more for improved performance, 

practices generally use nonmonetary incentives to encourage 

physicians to change their decision-making. Those methods often 

are intended to appeal to physicians’ sense of professionalism. 

“Despite the pressure to contain costs, practice leaders are trying 

to avoid creating situations where doctors are paid more when 

patients do not get the services they need,” said Friedberg.

•  Alternative payment models 

generally have not changed 

the core content of physi-

cians’ clinical work. Efforts 

to improve efficiency by 

delegating some tasks to 

non-physicians have had the 

unintended consequence 

of increasing the intensity 

of physicians’ work, raising 

concerns about burnout.  

The project conducted in-

terviews between April and 

November 2014, speaking with 

81 people from 34 physician 

practices in the following mar-

kets: Little Rock, Ark.; Orange 

County, Calif.; Miami, Fla.; 

Boston, Mass.; Lansing, Mich.; 

and Greenville, S.C. Research-

ers also spoke to leaders of 

10 payers, nine hospitals or 

hospital systems, seven lo-

cal medical societies, and five 

Medical Group Management 

Association chapters.

The report, “Effects of Health 

Care Payment Models on Physi-

cian Practice in the United States,” 

is available at www.rand.org. JHC

Medical practices usually contract with many payers, each of whom may 
have different performance measures tied to payment rewards.  

So medical practices must cope with how to address hundreds of 
performance measures and create a coherent response.
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A substantial proportion of physicians are unsure about 
or are not planning to participate in a government program that 

provides economic incentives to implement and use electronic 

health records. Those physicians tend to be older than others, and 

in smaller, independent practices. 

If and when they do implement EHR, they may require extensive 

support in selecting and using electronic systems.

Writing in the March 2015 issue of the Annals of Internal Medi-

cine, Catherine DesRoches, PhD., Mathematica Policy Research, 

Cambridge, Mass., reported results of surveys in 2011, 2012 and 

2013 of 3,400 primary care and specialist physicians. The research-

ers’ primary goal was to measure associations between the stage of 

EHR adoption and practice characteristics.

Among the findings:

•  In 2011, 44 percent of physicians had an EHR that met basic criteria. 

(These were considered “early adopters,” according to DesRoches.)

•  Between 2011 and 2013, an additional 19 percent adopted  

a basic EHR (“new adopters”).

•  In 2013, 20 percent were in the process of implementing an 

EHR or had implemented one without some functions re-

quired for a basic EHR (“partial implementers”). Eight percent 

were planning to adopt an EHR in the next two years (“plan-

ners”), and 9 percent were not planning to adopt an EHR 

(“persistent non-adopters”).

In addition:

•  Persistent non-adopters were, on average, older than  

other physicians.

•  The mean number of physi-

cians employed in the main 

practice location of persistent 

non-adopters was 2.3, com-

pared with 33.4 among early 

adopters and 15.1 among 

new adopters. 

•  Persistent non-adopters were 

significantly more likely to 

be employed in independent 

solo or two-physician practic-

es than early and new adopt-

ers, who were significantly 

more likely to be employed 

by a hospital or medical 

school, group or staff-model 

HMO, or network owned by 

a hospital or other type of 

healthcare organization. 

•  Most persistent non-adopt-

ers reported fee-for-service 

as their primary compensa-

tion, whereas early and new 

adopters were more likely 

to report salary adjusted  

for performance. 

•  Persistent non-adopters 

seemed less likely to partici-

pate in incentive programs 

Some doctors still slow to 
implement EHR: Study

Lighter than ever. Strong as always.
New StarMed® PLUS™ Nitrile

 Follow us on Twitter   SempermedUSA.com/Blog   Connect on LinkedIn

13900 49th Street North • Clearwater, Florida 33762   Phone: 800.366.9545 / 727.787.7250   Fax: 800.763.5491

*250 count in XL size only

ELEVATE THE PATIENT CARE 
EXPERIENCE WITH SEMPERMED’S 
BEST FITTING, BEST FEELING 

GLOVE EVER.

• Superior tactile sensitivity and high level protection
• Smart Dispense Technology, Single Glove Delivery®

• Tested for use with chemotherapy drugs
• 300 gloves per box* for greater efficiency

NEw
FOR HOSPITALS

Try new StarMed® PLUS™ Nitrile for free!
FreeGloves@SempermedUSA.com | 800.749.3650

Learn how eco-friendly practices minimize our 
global impact at www.GlovethePlanet.com

W e  a r e  p e o p l e  p r o t e c t i o n.®



Lighter than ever. Strong as always.
New StarMed® PLUS™ Nitrile

 Follow us on Twitter   SempermedUSA.com/Blog   Connect on LinkedIn

13900 49th Street North • Clearwater, Florida 33762   Phone: 800.366.9545 / 727.787.7250   Fax: 800.763.5491

*250 count in XL size only

ELEVATE THE PATIENT CARE 
EXPERIENCE WITH SEMPERMED’S 
BEST FITTING, BEST FEELING 

GLOVE EVER.

• Superior tactile sensitivity and high level protection
• Smart Dispense Technology, Single Glove Delivery®

• Tested for use with chemotherapy drugs
• 300 gloves per box* for greater efficiency

NEw
FOR HOSPITALS

Try new StarMed® PLUS™ Nitrile for free!
FreeGloves@SempermedUSA.com | 800.749.3650

Learn how eco-friendly practices minimize our 
global impact at www.GlovethePlanet.com

W e  a r e  p e o p l e  p r o t e c t i o n.®



May 2015 | The Journal of Healthcare Contracting10

PHYSICIANS’ ISSUES ARE IDNS’ ISSUES TOO

 focused on improving the quality and continuity of care 

and were significantly less likely than early and new adopt-

ers to receive or have the potential to receive additional 

payments for managing patients with chronic conditions  

or complex needs. 

“Persistent non-adopters in small, isolated practices may be fac-

ing a unique set of challenges that limit their ability to adopt an 

EHR,” writes DesRoches. “Failure to address the needs of these phy-

sicians has implications beyond adoption, because new models of 

healthcare delivery require the use of an EHR. 

“Physicians who choose not 

to make the change to EHRs may 

find themselves further isolated 

if these new models become 

widespread, but they may move 

toward adoption as the penalty 

phase of the meaningful use pro-

gram draws closer. If so, they are 

likely to require extensive sup-

port in selecting, implementing, 

and using these systems.” JHC

Interoperability is focus of 
‘Meaningful Use’ Stage 3 proposals
The federal government’s proposals for Stage 3 of the 
“meaningful use” criteria for electronic health records are intend-

ed to improve information-sharing by promoting interoperability 

among EHRs. 

“[The] proposed rule will 

be an integral component 

in the shared nationwide ef-

fort to achieve an interoper-

able health system,” Karen 

DeSalvo, M.D., M.P.H, M.Sc., 

national coordinator for health 

IT, was quoted as saying. “The 

certification criteria we have 

proposed in the 2015 Edition 

will help achieve that vision 

through provisions that con-

sider the range of health IT 

users and uses across the care 

continuum, including those 

focused on interoperable stan-

dards, data portability, im-

proved transparency, privacy 

and security capabilities, and 

increased oversight through 

[the Office of the National Co-

ordinator for Health Informa-

tion Technology’s] Health IT 

Certification Program.”

Under the Health Informa-

tion Technology for Economic 

and Clinical Health (HITECH) 

Act, doctors, healthcare profes-

sionals and hospitals can qual-

ify for Medicare and Medicaid  

“The proposed 
rule will be 
an integral 
component 

in the shared 
nationwide 

effort to achieve 
an interoperable 
health system.” 

– Karen DeSalvo
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incentive payments when they adopt and “meaningfully use” 

health IT technology certified by the Office of the National Coor-

dinator for Health Information Technology, or ONC. Since the pro-

grams began in 2011, more than 433,000 eligible professionals and 

eligible hospitals have received an incentive payment, represent-

ing about 60 percent of eligible professionals in either the Medicare 

or Medicaid programs and about 95 percent of eligible hospitals, 

according to the U.S. Department of Health and Human Services.

The Stage 3 proposed rule’s 

scope is generally limited to the 

requirements and criteria for 

meaningful use in 2017 and sub-

sequent years. CMS is considering 

additional changes to meaningful 

use beginning in 2015 through 

separate rulemaking. JHC

It is true that growth in the supply of APRNs (e.g., clinical nurse 

specialists, certified registered nurse anesthetists, certified nurse-

midwives, advanced nurse executives or nurse practitioners) and 

other health occupations may help to alleviate projected shortfalls 

to an extent. But even taking into consideration potential changes 

in staffing, the nation will likely face a growing shortage in many 

physician specialties, especially surgery-related specialties, accord-

ing to AAMC. A multipronged strategy will be needed to help en-

sure that patients have access to high-quality care. 

“The trends from these data are clear – the physician shortage will 

grow over the next 10 years under every likely scenario,” AAMC Presi-

dent and CEO Darrell G. Kirch, MD, was quoted as saying. “Because 

training a doctor takes between five and 10 years, we must act now, 

in 2015, if we are going to avoid serious physician shortages in 2025. 

The most current report updates previous reports published by 

the AAMC Center for Workforce Studies in 2008 and 2010, and was  

intended to incorporate the latest modeling methods and available data 

on trends and factors affecting the physician workforce.

Total physician demand is projected to grow by 86,700 to 133,200 (11 

percent to 17 percent), with population growth and aging accounting for 

112,100 (14 percent) in growth. By 

comparison, physician supply will  

likely increase by 66,700 (9 per-

cent) if labor force participation 

patterns remain unchanged, with 

a range of 33,700 to 94,600 (4 per-

cent to 12 percent), reflecting un-

certainty regarding future retire-

ment and hours-worked patterns. 

Projected shortfalls in pri-

mary care will range between 

12,500 and 31,100 physicians 

by 2025, while demand for 

non-primary care physicians 

will exceed supply by 28,200 

to 63,700 physicians. 

Affordable Care Act
Expanded medical coverage 

achieved under the Affordable 

Demand for physicians exceeds supply
Demand for physicians continues to grow faster than supply, leading to a projected 

shortfall of between 46,100 and 90,400 physicians by 2025, according to a report from the Association 

of American Medical Colleges. 

AlereTM i 
Molecular  
Platform

Alere  
DetermineTM 
HIV-1/2  
Ag/Ab 
Combo

As the number one single-source provider 
of rapid, point-of-care diagnostic tests, we 
know the power of now. 

Having Alere products throughout your 
network means operational, clinical and 
economic efficiencies. Our comprehensive 
suite of diagnostics, many of them CLIA-
waived, enables quicker decision making  
in cardiometabolic disease, infectious  
disease, and toxicology, allowing your staff 
to spend time doing what they do best—
caring for patients.

It’s easier when 
everything  
works together.

© 2015 Alere. All rights reserved. The Alere Logo, Alere, Afinion, Cholestech LDX, Determine, epoc, INRatio, Knowing now matters, RALS and Triage are trademarks of the Alere group of companies. Hemopoint is a trademark of Stanbio Laboratory L.P. under license. 3000312-02 5/15

epoc® Blood  
Analysis System

Alere  
Triage®  
System

Lateral  
Flow Testing

RALS®  
Connectivity  
System

Alere  
Cholestech 
LDX®  
System

Alere INRatio® 2 
PT/INR Monitor

Alere  
HemoPoint®  
H2 Meter

Alere  
AfinionTM 
AS100  
Analyzer 

To learn about our products and 
how they can help your facility, 
contact your Alere Account  
Executive, call 1.877.441.7440 or 
email clientservices@alere.com

Pregnancy • Strep A • Mono 
H. pylori • Flu A&B • RSV • Toxicology



AlereTM i 
Molecular  
Platform

Alere  
DetermineTM 
HIV-1/2  
Ag/Ab 
Combo

As the number one single-source provider 
of rapid, point-of-care diagnostic tests, we 
know the power of now. 

Having Alere products throughout your 
network means operational, clinical and 
economic efficiencies. Our comprehensive 
suite of diagnostics, many of them CLIA-
waived, enables quicker decision making  
in cardiometabolic disease, infectious  
disease, and toxicology, allowing your staff 
to spend time doing what they do best—
caring for patients.

It’s easier when 
everything  
works together.

© 2015 Alere. All rights reserved. The Alere Logo, Alere, Afinion, Cholestech LDX, Determine, epoc, INRatio, Knowing now matters, RALS and Triage are trademarks of the Alere group of companies. Hemopoint is a trademark of Stanbio Laboratory L.P. under license. 3000312-02 5/15

epoc® Blood  
Analysis System

Alere  
Triage®  
System

Lateral  
Flow Testing

RALS®  
Connectivity  
System

Alere  
Cholestech 
LDX®  
System

Alere INRatio® 2 
PT/INR Monitor

Alere  
HemoPoint®  
H2 Meter

Alere  
AfinionTM 
AS100  
Analyzer 

To learn about our products and 
how they can help your facility, 
contact your Alere Account  
Executive, call 1.877.441.7440 or 
email clientservices@alere.com

Pregnancy • Strep A • Mono 
H. pylori • Flu A&B • RSV • Toxicology



May 2015 | The Journal of Healthcare Contracting14

PHYSICIANS’ ISSUES ARE IDNS’ ISSUES TOO

Care Act, once fully implemented, will likely increase demand by 

about 16,000 to 17,000 physicians (2 percent) over the increased 

demand resulting from changing demographics, according to the 

AAMC report. The Congressional Budget Office estimates that 26 

million people who otherwise would be uninsured in the absence 

of ACA eventually will have medical insurance. 

The anticipated increase is highest (in percentage terms) for sur-

gical specialties (3.2 percent), followed by primary care (2 percent), 

medical specialties (1.7 percent), and “all other” specialties (1.5 per-

cent). Within these broad categories there are differences in the im-

pact of the Affordable Care Act for individual specialties. 

Advanced practice clinicians
The lower ranges of the projected shortfalls reflect the rapid 

growth in the supply of advanced practice clinicians and the in-

creased role these clinicians are playing in patient care delivery, 

reports AAMC. But even in these scenarios, physician shortages 

are projected to persist. 

New payment methodologies – including bundled payments 

and risk-sharing arrangements – and innovations in technology 

suggest that the work of health professionals may be restructured 

in the coming years. Given the number of nurse practitioners, cer-

tified nurse midwives, and certified registered nurse anesthetists 

graduating each year, if labor force participation patterns remain 

unchanged, then the supply of advanced practice nurses (APRNs) 

will grow more rapidly than is needed to keep pace with growth 

in demand for services at cur-

rent APRN staffing levels. These 

trends suggest that an addi-

tional 114,900 APRNs could be 

available to both expand the 

level of care currently provid-

ed to patients and help offset 

shortages of physicians.

Similarly, the supply of physi-

cian assistants (PAs) is projected 

to increase substantially between 

2013 and 2025, though ad-

ditional research is needed to 

quantify the expected impact, 

reports AAMC. While this rapid 

growth in supply of APRNs and 

PAs could help reduce the pro-

jected magnitude of the phy-

sician shortage, the extent to 

which some specialties (e.g., 

surgery specialties) can con-

tinue to absorb more APRNs 

and PAs given limited physician 

supply growth is unclear. 

“Because training a doctor takes between 
five and 10 years, we must act now, in 
2015, if we are going to avoid serious 

physician shortages in 2025.” 
– Darrell G. Kirch, MD



You think it’s clean.

But is it 
Prevantics®  
Device Swab  
clean?

• 5 second scrub time and 5 second dry time

• New randomized study1 has shown that disinfection of  the devices 
with a Chlorhexidine/Alcohol solution appears to be most effective 
in reducing colonization as cited in the CDC Guidelines.2

For more information on the breakthrough clinical study, visit  
pdihc.com/PrevanticsDeviceSwabClinical

1Hayden, M. K., et. al. . A Randomized Cross-Over Clinical Trial to Compare 3.15% Chlorhexidine/70% Isopropyl Alcohol (CHG) vs 70% Isopropyl 
Alcohol Alone (Alcohol) and 5s vs 15s Scrub for Routine Disinfection of  Needleless Connectors (NCs) on Central Venous Catheters (CVCs) in an 
Adult Medical Intensive Care Unit (ICU), Oral Abstract Presented at 2014 ID Week Conference, October 11, 2014, Philadelphia, PA. 
22011 Guidelines for the Prevention of  Intravascular Catheter-Related Infections, Healthcare Infection Control Practices Advisory Committee, US 
Centers for Disease Control and Prevention, 2011.

The first and ONLY 3.15% Chlorhexidine 
Gluconate/70% Isopropyl Alcohol solution 
authorized by the FDA to disinfect needleless 
access sites prior to use.

©2015 Professional Disposables International, Inc. All rights reserved.
PDI10147833



May 2015 | The Journal of Healthcare Contracting16

PHYSICIANS’ ISSUES ARE IDNS’ ISSUES TOO

One bright spot
If there is a bright spot in these projections, it is that the projected 

shortfalls of physicians in 2025 are smaller than those cited in the 

earlier study. AAMC says this is due to new data and the dynamic 

nature of projected assumptions, 

AAMC’s prediction that demand for physicians in 2025 will exceed 

supply by 46,100 to 90,400 compares with a 130,600 shortfall projected 

in the 2010 study. Current projections suggest primary care physician 

demand in 2025 will exceed supply by 12,500 to 31,100 physicians (the 

2010 study projected a 65,800 shortfall, about half the overall short-

age). The projected shortfall for non-primary care is 28,200 to 63,700 

(vs. a projected shortfall of 64,800 in the 2010 study). 

Factors explaining differences between the 2015 and 2010 

projections include: 

•  The U.S. Census Bureau revised downward its 2025 population 

projections by about 10.2 million people (from 357.5 million 

to 347.3 million). This downward revision equates to approxi-

mately 24,000 lower FTE demand for physicians. 

•  The number of physicians completing their graduate medical 

education has risen from about 27,000 to about 29,000 annually. 

•  The new projections more closely reflect implementation of 

the Affordable Care Act, growth in supply of advanced practice 

clinicians, and trends in use of healthcare services. 

•  The 2010 study assumed that 

supply and demand were in 

equilibrium in 2008 for all 

specialties except primary 

care, whereas this update as-

sumes supply and demand 

were in equilibrium in 2013 for 

all specialties except primary 

care and psychiatry. Hence, 

the new demand projections 

extrapolate a “2013” level of 

care delivery compared with 

the “2008” level of care deliv-

ery extrapolated by the earlier 

2010 projections. 

Journal of Healthcare Con-

tracting readers can view the 

AAMC report, The Complexities 

of Physician Supply and De-

mand: Projections from 2013 to 

2025, at https://www.aamc.org/

download/426242/data/ihsre-

portdownload.pdf. JHC

Current projections suggest primary care 
physician demand in 2025 will exceed supply 

by 12,500 to 31,100 physicians (the 2010 
study projected a 65,800 shortfall, about  

half the overall shortage).
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Scott Adams: You were named president of 

McKesson Medical-Surgical, after serving as 

president of McKesson Automation, a provider 

of hospital pharmacy automation products and 

services. What are the two or three most impor-

tant – or surprising – things you have learned 

about the med-surg distribution market in the 

four years you’ve been at Medical-Surgical?

Stanton McComb: I am most surprised by the 

complexity of our industry — which, quite frank-

ly, affords us the opportunity to do more for our 

customers, by helping them succeed in a rather 

daunting environment. 

Adams: McKesson completed its acquisition of 

PSS in February 2013. When will you consider the 

integration process to be completed? What are 

the challenges facing your company as you go 

through that process? What is your vision for your 

company when the integration is complete?

McComb: We are more than two-thirds of the way 

through our integration, and we are on sched-

ule to complete it by spring of 2016. We faced the 

challenge of adapting pre-existing practices and 

aspects of company culture that had worked well 

in the past for PSS or McKesson, respectively, but 

needed to be evolved and made consistent for our 

continued success. Becoming one team has been 

good and healthy, but reconciling and harmoniz-

ing long-held practices has not been easy. So, I’m 

proud of what we have accomplished as a team.  

We have a strong vision for the future of our 

company. As the industry leader, we can offer 

our customers more efficiency, more innovative 

McKesson Medical-Surgical: Market-ready
Editor’s note: The demand for expertise in the non-acute-care supply chain has never been greater, 
particularly as IDNs continue to acquire physician practices. Two years after McKesson Medical-Surgi-
cal’s acquisition of PSS World Medical, McKesson Medical-Surgical President Stanton McComb is confi-
dent that the company is well-positioned to provide that expertise. Scott Adams, vice president of cor-
porate accounts for MDSI (publisher of the Journal of Healthcare Contracting) recently asked McComb 
about the company and the evolving healthcare market. Here is an edited version of that conversation.

Stanton McComb
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products and services, and more value 

by operating on a single distribution 

network platform and using the same 

systems. Together, we can offer more 

than either historical company could 

have on its own.

Adams: In 2006, McKesson sold its 

acute-care business to Owens & 

Minor. More recently, we saw Car-

dinal exiting the non-hospital mar-

ket. What do these two events say 

about the compatibility 

of acute- and non-acute-

care businesses in one 

distribution company?

McComb: We believe the 

recent Cardinal announce-

ment validates the alter-

nate site strategy we have 

been pursuing since 2006 

and the value our dedicat-

ed delivery model provides 

to customers outside the hospital. The 

physician office market requires a differ-

ent model than acute care, and we have 

focused on providing the excellence 

and value that have earned us a leading 

ambulatory market position. Applying 

the deep knowledge and relationships 

we have with healthcare providers and 

manufacturers, we can provide value 

through distribution excellence, a high-

touch service model and unparalleled 

product choices.

Adams: In the eight years since McKesson divested its 

acute-care business, the industry has continued to see 

consolidation among providers. Particularly, we see hos-

pital systems and IDNs acquiring physician practices. 

Had McKesson foreseen these developments eight years 

ago, do you think the company would have made the 

same decision? Why or why not?

McComb: While we exited acute care, we never stopped 

serving health systems. We have great relationships with 

many hospitals and health systems, where we provide val-

ue to the unique needs of their ambulatory sites across the 

continuum of care.  

Adams: Population health and accountable care orga-

nizations emphasize collaboration between acute- and 

non-acute providers. What impact are they having on 

McKesson Medical-Surgical? What impact do you fore-

see in the future?

McComb: While these organizations strive to achieve more of 

a continuum of care as patients are treated in different sites, 

the fact remains that provision of care changes from primary 

to acute and to post-acute sites. McKesson’s breadth of expe-

rience in serving large and small customers in both ambula-

tory and post-acute segments allows us to partner with these 

organizations and efficiently serve their broader needs, while 

“ We have great relationships 
with many hospitals and health 
systems, where we provide 
value to the unique needs of 
their ambulatory sites across 
the continuum of care.”
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also providing the more tailored services that each segment 

requires to achieve the best outcome for patients. Our access 

to the full McKesson technology and solutions portfolio will 

continue to give us an advantage in this area.

Adams: If it is true that consolidation among providers is 

continuing, how does the field sales rep maintain his or 

her significance in these accounts?

McComb: Though there is significant change underway, 

we are 100 percent committed to our sales teams. They are 

a clear strategic advantage for us. Our sales teams have al-

ways helped our customers and our business through times 

of significant change. Our reps are constantly seeking to 

better understand our customers. They add value by help-

ing customers solve their challenges and better serve their 

patients. That’s something customers will always appreciate.   

Customer and market segments
Adams: What are the market segments that you see 

growing in the next five years? What is the role your sales 

team will have in driving growth in these segments?

McComb: The healthcare industry’s ongoing efforts to low-

er the cost of care should continue to drive growth to care 

environments outside of the acute segment and even into 

the home. Large physician practices, 

health systems and home care provid-

ers should benefit from this. Strong 

relationships between our sales teams 

and their customers will be key to our 

ongoing success.

Adams: Recently, we reported on what 

some in the industry are referring to 

as physician “supergroups,” that is, 

groups of 20, 25 and all the way up to 

150 doctors. Do you see 

this segment of your busi-

ness growing? If so, how 

are you preparing to serve 

these supergroups?

McComb: Consolidation is 

occurring not just vertically, 

but also horizontally. Large 

physician practices are al-

ready an important cus-

tomer base for McKesson. 

The greater complexity and distribu-

tion volume of these customers makes 

McKesson’s overall value proposition 

even more appealing to these custom-

ers, many of whom do not have the 

more systematized capabilities of larger 

systems that have been around longer. 

We are collaborating with other McKes-

son business units, like McKesson Spe-

cialty, McKesson Business Performance 

Services and McKesson Pharmaceuti-

cal, to bring superior and differentiated 

value to these larger players.

“ Our reps are constantly seeking to 
better understand our customers. 
They add value by helping customers 
solve their challenges and better 
serve their patients. That’s something 
customers will always appreciate.”
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Adams: Please describe McKesson’s involvement with 

surgery centers. What are the unique needs of the sur-

gery center, and how do those needs compare or con-

trast with those of the physician office? 

McComb: We have a leading position in the ambulatory sur-

gery center market. As reimbursement models shift, we think 

surgery centers will experience growth and we are excited to be 

well-positioned to grow in 

this market. Our custom-

ized solutions work well 

for surgery centers, which 

need orders delivered just-

in-time. We have devel-

oped good relationships 

in this segment that help 

us understand its unique 

needs, and a strong ser-

vice model and solutions 

to meet these needs. For 

example, we have just 

launched a solution to improve efficiency for ophthalmology 

surgery centers, called McKesson Implant Manager. This auto-

mated inventory management system saves time and money 

for customers by eliminating the burden of manually manag-

ing and tracking their intraocular lens inventory. 

Adams: Do you see consolidation among your long-

term-care customers? If so, what are the unique needs of 

large long-term-care customers?

McComb: The number of short-term stay patients and the lev-

els of patient acuity have been increasing in recent years, and, 

along with the shift in reimbursement, this is creating challeng-

es for long-term-care providers. It is driving accelerated consol-

idation and growth in scale. Fortunately, we have been tracking 

this change for years, and we are prepared with the scale and 

the tools to help our customers adapt 

and win in a changing environment.  

Adams: At one time, it seemed that 

IDN materials management execu-

tives were asking for one distributor 

to service both acute- and non-acute-

care sites. How would you describe 

the climate today?

McComb: Some health systems still 

seek one distributor across all their care 

facilities. However, the reality is that no 

distributor today effectively services all 

the medical-surgical, Rx and laboratory 

needs for every setting, from the hospital 

to a patient’s home. The service require-

ments are just very different. Instead, we 

see the more sophisticated health sys-

tems are opting for distribution solutions 

specifically designed to support their 

unique needs across the care continuum.

Adams: Among those IDNs who have 

settled on two prime distributors – 

one for acute care, one for non-acute 

care – do you find that materials 

executives are asking McKesson to 

work with or collaborate with your 

acute-care counterpart? If so, how?

McComb: We do not see this as the 

norm. More often, the health system 

serves as a conduit of information to 

ensure they can standardize products 

across their network and leverage their 

volume for better pricing. JHC

“The physician 
office market 

requires a different 
model than acute 

care, and we 
have focused on 

providing the 
excellence and 
value that has 

earned us a  
leading ambulatory  

market position.”
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The freshman’s ears red-

dened and he ducked his head 

as he quietly responded, “I was 

a barber, sir.” Startled by the 

coincidence, the senior cadet 

abruptly turned on his heel and 

strode off, hurrying toward his 

dorm room. Upon arriving in 
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the ground, he looked up and winced when he saw the derisive 

smirk on the face of the upperclassman he had just run into. As 

expected, the older cadet didn’t pass up the opportunity to haze 

the younger man; choosing his words carefully, the upperclass-

man said mockingly, “You look like a barber!”
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his room, obviously shaken, the upperclassman announced 

to his roommate that he would never haze another plebe 

again, explaining, “I’ve just done something stupid and un-

forgiveable. I managed to make a man ashamed of the work 

he did to earn a living.”

After that incident, 

West Point cadet Dwight 

D. Eisenhower strove to 

never humiliate, embar-

rass, or demean another 

person, no matter how 

annoyed he became. 

This personal resolution 

developed into a keen 

sense of diplomacy that 

served him exceedingly 

well as he slowly rose in 

military rank and ultimately became the 34th President of 

the United States.

The mark of a leader
Diplomacy is a mark of a leader who demonstrates strong 

strategic and pragmatic leadership. Leaders who are stra-

tegic and pragmatic are very perceptive, with a knack for 

pinpointing needs and striking compromise. Skillful at 

mediating conflict and diplomatically handling individual 

perspectives and attitudes, these leaders work well with 

people and tend to make discerning personnel decisions.

Planning for long-term results, 

strategic and pragmatic leaders make 

well-thought-out decisions based on 

facts and simple logic. These lead-

ers are results-oriented and under-

stand the value and importance of 

working together to reach the most  

desirable outcome.

 

Which of your leadership strengths 

– like the diplomacy of Dwight Eisen-

hower – can you improve and better 

leverage to become a more effective 

strategic and pragmatic leader? By 

focusing on improving and applying 

your leadership strengths, you can be-

come a leader who:

•  Is perceptive to needs and  

individual perspectives

• Is skilled at striking compromise

• Is extremely results-oriented

• Plans for long term results

Properly answering this question, 

and taking focused, purposeful action 

based on your answer, not only can, but 

will improve your personal, professional 

and organizational leadership! JHC

Dan Nielsen is the author of the books Presidential Leadership (2013) and Be An Inspirational Leader (summer 

2015). He regularly writes and speaks on the topics of Leadership Excellence and Achieving Greater Success, and is 

available to deliver keynote presentations or facilitate discussions for your organization. For more info, please visit  

www.dannielsen.com. To watch Nielsen’s videos on Presidential Leadership, visit the Repertoire YouTube channel.

These leaders are 
results-oriented 
and understand 

the value and 
importance of 

working together 
to reach the most  
desirable outcome.



HOSPITAL SOLUTIONS
You know us for the Miami J.®

You’ll love us for our complete line.

The clinically-proven Miami J Cervical Collar by Össur 

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

that Össur off ers a comprehensive line of non-invasive 

orthopedic bracing products and a portable DVT 

prophylaxis system?

How much can we save you? Find out today! 
Contact Össur for a free cross-referencing of 
your most commonly-used DME. 

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

FOLLOW ÖSSUR ON

Lower Extremity
Bracing

Knee Bracing

Upper Extremity
Bracing

DVT Care®

DVT Prophylaxis

Hospital Solutions JHC 1114.indd   1 10/27/14   10:36 AM







May 2015 | The Journal of Healthcare Contracting32

IntheHeadlines

Hospital and health system news 
from across the country

Louisiana: Slidell Memorial  
Hospital, Ochsner Health sign  
LOI for strategic partnership
Ochsner Health System (New Orleans, LA) and 
Slidell Memorial Hospital (Slidell, LA) signed a LOI 
form a joint operating company that will oversee coop-
erative ventures between the systems. Goals of  the part-
nership include expanding clinical services, deploying new 
patient-centered technology, and sharing resources and 
best practices to reduce costs and improve care. Slidell 
Memorial Hospital will remain independently owned and 
maintain its existing board of  trustees, though a commit-
tee with equal representation from both organizations will 
direct the collaboration. An anticipated closing date for 
the agreement was not released.

Washington: VA begins construction on  
$152M expansion in Seattle to increase  
access to mental health care
The U.S. Department of  Veterans Affairs 
(VA) (Washington, DC) broke ground 
on a 219,000-sq-ft, $152 million expan-
sion of  its VA Puget Sound Health 
Care System (Seattle, WA) to bring 
more focus to mental health care. The 
project will provide space for 250 
additional mental health providers. 
Stantec Architects (State College, 
PA), The Design Partnership (Oak-
land, CA), and Clark Construction 
(Bethesda, MD) expect completion 
in 2017. VA Puget Sound is a part 
of  VISN 20 Northwest Network 
(Vancouver, WA).
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Editor’s note: The following news has been compiled by Major Accounts Exchange (The MAX), health care’s leading provider of  real-
world intelligence for the supply chain. The MAX serves as a Supply Chain “Community” where senior-level executives can easily Find, 
Digest, and Act on vital business and market intelligence. For the latest news impacting the supply chains of  over 1,200 IDNs and all the 
GPOs, visit www.uslifeline.com.

Ohio: Cleveland Clinic Innovations 
launches e-commerce company 
Cleveland Clinic’s (Cleveland, OH) business de-
velopment arm, Cleveland Clinic Innovations, 
launched AEDO, an e-commerce company. 
ADEO will sell digital healthcare products direct-
ly to hospitals, private practice physicians, and pa-
tients. The website, www.onadeo.com, currently 
offers 13 products, including educational toolkits, 
apps, and other software.

Maryland: CMS launches star  
rating system for hospitals
CMS (Baltimore, MD) announced a star rating 
system for hospitals that is based on HCAHPS 
(Hospital Consumer Assessment of  Health-
care Providers and Systems) scores. The pa-

tient experience ratings, in which a hospital 
earns anywhere from zero to five stars, come be-
fore an overall rating system expected to launch 
in 2016 that will be based on the full range of  
quality measures now published on the CMS 
Hospital Compare website. The hospital ratings 
will be updated quarterly. The first set of  overall 
patient experience ratings are based on discharge 
data from July 2013 through June 2014. An offi-
cial for the American Hospital Association (AHA) 
(Chicago, IL) stated that though star ratings could 
be an effective way to make quality information 
easier to understand, there is “a risk of  oversim-
plifying the complexity of  quality care or misinter-
preting what is important to a particular patient.”
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Robert T. Yokl, Chief Value Strategist,  
Strategic Value Analysis in Health, www.strategicva.com

VALUE ANALYSIS
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managers now realize that in 

the new healthcare economy 

that they live and work in that 
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cost (from acquisition to dispo-

sition) of the products, services 
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and technologies they are buying, not just focusing their 

saving efforts on price alone. They also understand that this 

new strategy requires a whole new way of looking at your 

supply chain costs. Here are three ideas on how to tighten 

up your controls over your supply chain costs to help you 

with this new challenge:

Value analysis teams need to expand their scope: It is rare 

to find a value analysis team that is reviewing the utilization 

of a product, service or technology they are investigating, 

since they have never been charged by management to do 

so. This is an unfortunate situation since utilization is where 

your hospital’s highest supply cost resides. Make sure your 

value analysis team doesn’t make this same mistake.

Reusables should be substituted for disposables in most 

situations: Our studies have shown that most hospitals are still 

disposable centric when there is no medical reason in most 

situations not to be employing reusables. This fact alone is 

costing a typical community hospital hundreds of thousands 

of dollars a year in lost savings. 

LifeCycle cost analysis needs to be a primary measure-

ment for best value: No longer can we look at just the acqui-

sition price of a product, service or technology as the final 

determinant of “best value”. We must now take the long view 

on everything we buy. For instance, an I.V. pump acquisition 

price could be $745.00 to $1,495. However, the LifeCycle 

Reusables should be substituted for disposables 
in most situations: Our studies have shown that 
most hospitals are still disposable centric when 

there is no medical reason in most situations  
not to be employing reusables.

cost of these same I.V. pumps, over a 

five-year life, is estimated to be in the 

tens-of-thousands of dollars. So we 

need to be very careful that you buy or 

rent the I.V. pump with the lowest total 

cost over their life. No! Back of the en-

velope calculations won’t do!

We, as an industry, haven’t been 

focusing on the total cost of every-

thing we buy for our hospitals for 

decades, since we historically have 

been reimbursed in some way, shape 

or form for what our hospital spends 

on patient care. Let’s face it, those 

days are over and now every penny 

saved counts. 

That’s why progressive supply chain 

managers understand that price sav-

ings are still available for their hospital, 

but their job #1 needs to be to reduce 

their total cost of acquisition to dispo-

sition of everything they buy. This is 

the new supply chain mission for sup-

ply chain managers in the 21st Century 

and beyond! JHC
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