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“The primary care 
physicians see they 

can offload their 
weekend and evening 

schedule to us.” 
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What does it mean to be an 
urgent care center in an IDN?

Integrated health systems are in a unique position to 
capitalize on the opportunities in the urgent care market … 

if they can recognize them, says Ulana Bilynsky, assistant vice 
president, MedStar Ambulatory Development. Bilynsky made 

her comments at the recent National Urgent Care Convention in 
Chicago, sponsored by the Urgent Care Association of America.

An Urgent Matter
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MedStar – which owns 10 hospitals in the DC-Baltimore area – is 

serious about ambulatory care, explained Bilynsky. Since 2007, the 

IDN has increased the number of physician office locations it owns 

from 36 to 155, and physical therapy sites from 31 to 48. The IDN 

employs about 1,500 physicians and has an insurance product for 

its employees.

Urgent care is a key ingredi-

ent of MedStar’s ambulatory 

care plan, she said. Eight years 

ago, the IDN didn’t have any ur-

gent care centers. Today it has 

10 MedStar PromptCare loca-

tions, with plans to open four 

more in the coming year. One of 

those centers is a freestanding 

building, while others are locat-

ed in strip malls or retail spaces. 

Typically, each is between 3,500 

and 4,000 square feet, with six 

or seven exam rooms. 

“What does it mean to be an 

urgent care center in an IDN?” 

asked Bilynsky. “Sometimes it’s 

an obligation, and that may 

create challenges from an ur-

gent care business perspective. 

But often, it’s about identifying opportunities, and focusing on the 

opportunities that come with being part of a much larger health 

system. Freestanding urgent care centers don’t have some of the 

luxuries that we as a large system can bring to the table.” Flexibility, 

staffing and referrals are just a few.

For example, a couple of MedStar PromptCare sites have ex-

cess space, which the IDN makes available to some of its orthope-

dists, cardiologists, sports medicine specialists and others whom 

the IDN employs. One ambulatory care center – in Federal Hills –  

encompasses 25,000 square 

feet, enough for PromptCare 

urgent care, a primary care 

practice, physical therapy, 

a cardiology practice, and a 

women’s practice, with space 

left over for “session time” from 

various specialists.

“We look for situations that 

make sense from a referral 

standpoint,” said Bilynsky. Or-

thopedists are happy to carry 

on their practice at least part-

time in the PromptCare facili-

ties, because many of the pa-

tients who visit the facilities 

have some kind of injury, and 

can be referred to the ortho-

pedist for followup treatment. 

Conversely, the orthopedists 

and other specialists appreci-

ate that MedStar has an urgent 

care center that can treat their 

patients when the specialists’ 

offices are closed. 

MedStar tries to group its 

sites in a compact geographic 

area, so they can share staff and 

other resources when neces-

sary, said Bilynsky. With Prompt-

Care facilities nearby, MedStar’s 

primary care physicians are re-

lieved of the pressure to main-

tain late-evening and weekend 

hours, she added.

Another 
advantage 

of being IDN-
owned is the fact 

that MedStar’s 
PromptCare 

locations use the 
same electronic 
medical record 

system as its 
employed 
physician 

practices (both 
primary care  

and specialty).
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Another advantage of being IDN-owned is the fact that 

MedStar’s PromptCare locations use the same electronic 

medical record system as its employed physician practices 

(both primary care and specialty), said Bilynsky. “So, when the 

patient comes in to PromptCare, and they happen to be a pa-

tient of one of our physicians, the doctor in the urgent care 

center has information about the patient in front of them.” 

They have the ability to “see” more than they would without 

that historical information.

What’s more, the PromptCare sites acquire medical supplies and 

equipment through the IDN’s corporate supply chain division.

Unique opportunities
“We’re in a competitive market,” said Bilynsky. That makes site selec-

tion very important. 

MedStar considers several factors when selecting urgent care 

sites. Which competitors, if any, are in the area? What are the 

key demographics? Is the site a strategic fit with the IDN? Do 

people in the area recognize the MedStar name? If MedStar were 

to open a PromptCare site in that location, would it serve the 

needs of MedStar’s own employees who may need urgent care?

Once it selects a location for a PromptCare site, MedStar can take 

advantage of unique opportunities, including:

•  Sports medicine. The urgent care centers offer many opportu-

nities for MedStar’s sports medicine primary care physicians.

•  Healthcare screenings for the community.

•  Pre-employment screening 

and vaccination programs 

for MedStar employees.

• Occupational medicine. 

•  Telemedicine. MedStar is 

considering giving physi-

cians in some of the urgent 

care sites the opportunity 

to conduct virtual visits 

with patients.

As an integrated health sys-

tem that employs many physi-

cians, MedStar has a definite 

advantage over independent ur-

gent care centers when it comes 

to recruiting physicians. For ex-

ample, it can offer young physi-

cians a career path. “We can offer 

them more flexibility to pursue 

things that might be of interest 

to them,” said Bilynsky.

“It’s important as a network 

to look at the things that you 

have that your competitors 

don’t, and then capitalize on 

them,” she said. 

MedStar considers several factors when selecting 
urgent care sites. Which competitors, if any, are in the 

area? What are the key demographics? Is the  
site a strategic fit with the IDN?
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Urgent care’s niche between 
primary care and the ED

Why are patients increasingly turning to urgent care cen-
ters? With high-deductible plans proliferating, people want access 

to affordable care. They want clarity on pricing. They want prox-

imity and immediate availability of care, tailored services and, of 

course, quality. Meanwhile, emergency departments are expensive 

and inconvenient. 

In Boston, for example, patients can wait up to 65 days to see 

their primary care doctor, explained Evan Berg, M.D., associate 

medical director, urgent care, Newton-Wellesley Hospital, Waltham, 

Mass., speaking at the recent National Urgent Care Convention in 

Chicago, sponsored by the Urgent Care Association of America.

For all these reasons, IDNs – including Newton-Wellesley Hos-

pital – are anxious to open urgent care centers. The IDN operates 

an urgent care center on the first floor of a satellite campus in 

Waltham. It is one of four urgent care centers operated by Partners 

HealthCare, of which Newton-Wellesley is a part. 

To more rapidly expand their 

presence in the urgent care mar-

ket, in December 2014, Partners 

and MedSpring Urgent Care 

formed a joint venture – Partners 

Urgent Care – with the goal be-

ing to roll out a dozen or more fa-

cilities in eastern Massachusetts.

The opportunity
The nine-bed unit in Waltham has 

a staff of front-end personnel (reg-

istration, greeting); and back-end 

personnel, including physicians 

board-certified in emergency 

medicine, family medicine and 
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internal medicine, nurses (RNs and LPNs), and medical assistants. 

The center occupies the bulk of space of the “Waltham campus” of 

Newton-Wellesley Hospital, approximately three miles from the main 

campus, Berg explains. Included in this space is X-ray, ultrasound, 

phlebotomy, a family medicine practice and rotating OB/GYN prac-

tices. “We routinely utilize X-ray and ultrasound services during our 

operating hours, but those services are also available – as is the lab 

draw/phlebotomy station – for primary care providers and/or spe-

cialists in need of outpatient studies.”

The competition in eastern Massachusetts is substantial, said 

Berg. But so are the opportunities. “There’s a huge opportunity in 

the market for consumer-directed services,” he said. “Consumer-di-

rected” involves more than convenience and affordability, however. 

“People are seeking more meaningful interactions” with health-

care providers, said Berg, who is certified in emergency medicine. 

Retail clinics can’t provide it. Neither, in most cases, can the emer-

gency department. An extra 15 or 20 minutes with a patient can 

make the difference, he said, and urgent care centers can deliver it.

It’s true that independent operators of urgent care centers enjoy 

some advantages over IDN-owned facilities, he said. For example, 

they tend to have ideal locations and more robust social media and 

digital marketing programs. In many respects, they tend to be more 

nimble organizations. 

However, when compared 

to IDN-owned sites, indepen-

dent centers and retail clin-

ics typically suffer from lean 

staffing, a narrow scope of 

service, an inconsistent spe-

cialty referral network, incon-

sistent followup with primary 

care physicians, disjointed 

electronic medical records 

systems, and an absence of a 

hospital-based credentialing 

process. Meanwhile, the IDN 

or hospital that owns and op-

erates an urgent care center 

benefits by limiting “leakage,” 

that is, the loss of patients and 

potential patients to other 

hospitals, retail clinics or inde-

pendent urgent care centers.

Spreading the word
Since opening the Waltham 

urgent care center, Newton-

Wellesley has taken care to 

enlist the support of the hos-

pital’s primary care physicians, 

said Berg. Initially, some physi-

cians were threatened that the 

urgent care center would take 

away patients and income. Berg 

met with all the primary care 

doctors to explain the mission 

of the center. “It has been well-

received, because the primary 

“The primary care 
physicians see they 

can offload their 
weekend and evening 

schedule to us.” 
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care physicians see they can offload their weekend and evening 

schedule to us,” he said. “They can spend more time with more chal-

lenging, complex patients,” potentially keeping them out of the ED. 

What’s more, the primary care doctors benefit from the referrals 

from the Newton-Wellesley Urgent Care Center, as many patients 

who visit the center lack a primary care doctor.

Likewise, Berg and the urgent care team have met with the hos-

pital’s specialists, who also have come to embrace the urgent care 

concept. “They are the first ones who said, ‘I don’t want to do I&Ds 

in my office; I’d rather be in the OR,’” he said.

The urgent care team has ventured into the community, attend-

ing community events, such as expos, races and wellness fairs, and 

visiting local employers. The many colleges in eastern Massachu-

setts also represent opportunity, as many college students lack a 

primary care physician, and are at a loss as to who to see when they 

sustain an injury. Consequently, the Newton-Wellesley urgent care 

team has formed solid relationships with college health centers 

and athletic departments.

The urgent care team is also ramping up its marketing efforts, 

expanding into local TV and social media.

Population health management
Most important for the future, urgent care centers can play 

a valuable role in population health management, said Berg. 

That’s particularly true as gov-

ernmental and commercial 

payers continue to make the 

transition to reimbursing for 

value instead of volume.

Population health manage-

ment means delivering “the 

right care at the right place at 

the right time at the right price,” 

he said.

“I am an emergency physi-

cian, but the ED isn’t always 

the right place for treatment. 

The ED is the ideal location for 

higher-acuity, more complex, 

critically ill patients – including 

med/surg and mental health 

issues – given its staffing mix 

and necessary resources. How-

ever, for lower-acuity condi-

tions not in need of emergent 

testing, a qualified urgent care 

venue, where the physician is 

not being pulled towards the 

higher-acuity, more critically 

ill and more complex patients, 

is a setting where the provider 

can spend the extra time at 

the bedside doing an assess-

ment and addressing any con-

cerns/questions, thereby po-

tentially limiting testing that 

might otherwise occur if you 

didn’t have the benefit of time 

and order.” 

“I am an emergency 
physician, but the ED 
isn’t always the right 
place for treatment.”
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In many markets, hospital systems and independent ur-
gent care operators compete fiercely for market share. But increas-

ingly, the two are making the decision to approach the market in 

tandem, in the form of partnerships and joint ventures. Why? And 

who’s got more to gain? More to lose?

A panel of experts tackled the topic at the recent National Ur-

gent Care Convention in Chicago, sponsored by the Urgent Care 

Association of America.

Why partner with a hospital? 
Independent urgent care companies see two reasons for part-

nering with hospitals: growth and opportunity, said Jeff Ward, 

chairman of AppleCare Immediate Care, Brunswick, Ga. The  

independent operator may 

lack the name recognition of 

the hospital system, he said. 

Tapping into that recogni-

tion “is a great way to bring 

patients to your door.” What’s 

more, through its strong ne-

gotiating power, the hospi-

tal may enjoy more favor-

able reimbursement from 

commercial payers than the 

independent operator. And 

as hospitals form so-called  

IDN vs. independent center: 
Who’s got the upper hand?

www.dukal.com
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“narrow networks,” the independent operator may find it diffi-

cult or impossible to capture market share on its own.

Ward is also the CEO of Tristan Medical, Raynham, Mass., which 

operates primary and urgent care centers. While Tristan is not cur-

rently active in a hospital joint venture, that approach is highly like-

ly to be part of its future strategy, he said.

Tom Charland, founder and 

CEO, Merchant Medicine, Shor-

eview, Minn., pointed out that 

private-equity-backed urgent 

care operators who lack a fa-

miliar brand in a market may 

seek a partnership with a local 

hospital or hospital system in a 

order to “shorten the runway” 

to gaining a foothold with the 

local population. The indepen-

dent operator can also ben-

efit from the hospital’s long-

standing marketing efforts in 

its community, and in so doing, 

direct some dollars that would 

have been invested in market-

ing to other endeavors, such as 

opening new centers.

What’s in it for the hospital?
But the benefits go both ways, according to the panelists. Hospitals 

are feeling a need to get into urgent care, and partnering with an 

independent operator may be the best way to do so.

“Low-acuity mass-market has all of a sudden become very stra-

tegic for hospital systems,” said Charland. Already, an estimated 25 

to 30 percent of the nation’s hospitals operate at least one center, 

many driven by a sense of threat. Perhaps an independent urgent 

care operator, a competing hospital system or a private-equity-

backed urgent care operator 

has entered the market. If a 

patient visits a competitor’s ur-

gent care center, that patient 

may seek follow-up, “down-

stream” care from a compet-

ing practice or hospital, noted 

Charland. That “leakage” can 

lead to market share erosion.

Charland pointed to Op-

tum’s recent decision to ac-

quire MedExpress as a prime 

example of the threat facing 

hospitals wishing to capture a 

share of the urgent care mar-

ket. MedExpress currently op-

erates 141 full-service neigh-

borhood medical centers in 11 

states, and plans to accelerate 

its expansion by opening 25 to 

30 additional centers in 2015 

in states in which it currently 

operates as well as additional 

states. MedExpress centers are 

open 12 hours per day, seven 

days a week. 

The competitive threat may 

explain IDNs’ desire to get into 

urgent care. But what about 

partnering with an indepen-

dent operator? 

Hospitals and hospital sys-

tems usually form joint ven-

tures and partnerships because 

they want to – need to – move 

“Low-acuity 
mass-

market 
has all of 
a sudden 
become 

very 
strategic 

for hospital 
systems.”  

– Tom Charland
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quickly, said Charland. “If they are capable of doing it on their 

own, and can have 100 percent equity, they should do that. But 

the truth of the matter is, they are not always capable of com-

peting at the level of a nimble, private-equity-backed urgent care 

operator. Even with the best consultants on earth, a lot of hospital 

systems lack the depth or skill or people to move quickly. There-

fore, they look at a joint venture.”

It’s a typical outsourcing decision, added Ward. “People are al-

ways looking to outsource what they aren’t expert at.” Operating 

an urgent care center may be simpler than operating an acute-

care hospital, but the fact is, hospitals aren’t used to it. That’s 

why they seek help from independent operators. What’s more, 

in some markets (such as Savannah, Ga., where AppleCare has 

a presence), busy EDs are losing commercial patients to urgent 

care, as patients are increasingly unwilling to face the long wait 

times and expense of the typical emergency department. “So it’s 

catchment and control of the patient, and the desire to grow 

quickly,” he said.

One potential sticking point in partnerships between IDNs 

and independent urgent care operators? A lack of under-

standing and tolerance of each other’s cultures, according  

to panelists. 

Hospital systems seek part-

nerships with competent ur-

gent-care operators, who have 

an established track record, said 

Charland. Many non-hospital 

healthcare providers view hospi-

tals, as large, clumsy, bureaucrat-

ic and slow to act. That attitude 

can negatively impact any po-

tential partnership. “It would be 

nice if that operator understood 

the dynamics and complexity of 

the hospital system,” he said. 

Even so, added Ward, “You 

have to strike a balance between 

understanding where [the hos-

pital] is coming from, but not 

getting sucked up in it to a point 

where you lose sight of why you 

were engaged in the first place – 

which was to operate the center 

as the urgent care expert.” 

“Even with the best 
consultants on earth,  

a lot of hospital systems  
lack the depth or skill or 
people to move quickly. 

Therefore, they look  
at a joint venture.”  

– Tom Charland
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MEDICAL DEVICE MANUFACTURERS

Supply chain executives know that provid-
ers have three big things on their mind:

• Cutting costs

•  Improving patient outcomes

• Preventing disease

Suppliers must take their cue accordingly. 

That was the message from Charlie Whelan, 

director of consulting, healthcare and life scienc-

es, Frost & Sullivan, speaking at the recent 2015 

IMDA Annual Conference and Manufacturers Fo-

rum in St. Louis, Mo. IMDA is the association for 

specialty distributors.

“The market is changing significantly,” said 

Whelan in his presentation, “What does the future 

hold for medical technology innovation?” Innova-

tors must be prepared. And that innovation ex-

tends beyond offering new products; it also calls 

for adopting new approaches to one’s business 

and the market. Here’s why:

A recent Frost & Sullivan survey of hospital 

executives showed:

•  Sixty-nine percent believe that within the 

next five years, the economic health of 

hospitals will hinge, more than ever be-

fore, on delivering improved clinical and 

financial outcomes.

•  Forty-nine percent said they have to deliver 

better outcomes than they currently offer. 

“Nearly all hospitals are thinking, the status quo 

isn’t good enough,” said Whelan. “That’s great 

for innovators; you want to work with people 

who aren’t satisfied with the status quo.”

•  Eighty-two percent believe that reimburse-

ment for healthcare services is moving toward 

a capitated, bundled approach rather than fee-

for-service. “When IMDA members evaluate 

new technology, think about that economic 

story. ‘How will it be paid for?’ ‘What is its eco-

nomic value to the provider community?’”

The changing face  
of medical innovation

Providers are demanding that medical device innovators adapt to new realities.
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MEDICAL DEVICE MANUFACTURERS

Disappearing act
Technology is doing a “disappearing act,” said Whelan. That 

is to say, technology is “disappearing” in terms of its:
•  Size. In some cases, devices are being replaced by other 

modalities, such as biologics.
•  Cost. Reimbursement pressures are increasing cus-

tomers’ demands for lower prices from their suppliers.
•  Usage. Hospitals are striving to be more efficient in 

labor and time. Devices that once were standalone 

(e.g., pulse oximeters) are now integrated with others.
•  Business model. Some manufacturers are offering 

equipment to the user free of charge, in order to gain 

recurring sales of consumables or services.
•  Placement. Today’s IDNs encompass not just the 

acute-care hospital, but primary care, subacute care, 

long-term care, etc. “You’re dealing with fewer, but 

more powerful, organizations,” Whelan said.
•  Hype. Administrators are casting a skeptical eye on 

vendors’ claims about the uniqueness of their technol-

ogies. The challenge for IMDA members is to partner 

with manufacturers of devices that offer truly unique 

operational and/or clinical advantages.

New realities for suppliers
Suppliers of innovative medical devices must responding 

accordingly, said Whelan. Examples:

•  Today, suppliers and providers are concerned about 

how their technologies can help caregivers perform 

procedures safer and better. In the future, the key 

question might be, “How can our technology prevent 

or mitigate illness altogether?” “It’s a prevention-driven 

approach, with more of a focus on primary care.”

•  In the past, providers and suppliers have paid much attention 

to technologies that can extend life. 

But more and more, the emphasis will 

be on improving the quality of life, he 

said. That means paying more atten-

tion to pain management, minimally 

invasive procedures, etc. 

•  Standalone devices have changed 

medical care, but in the future, more 

technologies will be geared toward 

integrated platforms. Devices that 

can interact with other devices, or, in-

creasingly, with consumer technolo-

gies, such as smartphones and even 

automobiles, will be in demand.

•  In the past, imaging devices were 

king. Today, cardiovascular, ortho-

pedic and surgical tools are on top. 

But in the near future, technolo-

gies that support chronic disease 

management – including decision 

support tools, workflow optimiza-

tion tools, information manage-

ment tools, etc. – will reign. 

“Don’t think innovation occurs only 

in an R&D lab or manufacturing facil-

ity,” Whelan told the specialty distribu-

tors. Business models are changing. 

“Moving forward, healthcare will be 

a services industry,” he said. Providers 

are looking for more than innovative 

products; they want solutions. Suppli-

ers who adapt will thrive. JHC

“Don’t think innovation occurs only in an R&D lab or manufacturing facility.” 
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By Dan Nielsen

HEALTHCARE LEADERSHIP

Principles of  
Front-Line Leadership

I recently had the honor and privilege to interview, 
Chris Van Gorder, who is the President and CEO of Scripps Health 
– one of America’s most prestigious health systems. 

After the interview was over and the lights and cam-
eras had been turned off, Van Gorder handed me an auto-
graphed copy of his excellent book, The Front-Line Leader: 

Building a High-Performance Organization from the Ground Up.  
He also handed me a 5 x 7 card on which were printed “The Ten 
Principles of Front-Line Leadership.” 
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HEALTHCARE LEADERSHIP

As stated in the previous ar-

ticle, I highly recommend that 

you read, carefully study, and 

purposefully implement and 

execute the excellent sugges-

tions, strategies, tactics, and 

leadership concepts shared 

throughout this book. With-

out question, this book offers 

superb short and long-term 

Copyright © 2015 by Dan Nielsen – www.dannielsen.com 
America’s Healthcare Leaders – www.americashealthcareleaders.com 

National Institute for Healthcare Leadership – www.nihcl.com

value for all leaders, including 

all healthcare leaders, regard-

less of title or position within 

an organization.

Read, study, and implement 

that which is most relevant 

to you and your organization. 

You will undoubtedly achieve  

greater personal, professional, and  

organizational success! JHC

The card beautifully summarizes some of the most important principles and concepts contained in 

The Front-Line Leader, and provides excellent food for thought – and action – for all leaders. The prin-

ciples are as follows:

1.  Tell your stories. 
Openly share your 
experiences.

2.  Fill the information 
gap. When people 
have the same infor-
mation, they reach 
similar conclusions.

3.  Connect with your 
people. You can’t  
be effective as a 
distant boss.

4.  Be “situationally” 
aware. Actively seek to 
know and understand.

5.  Take care of the “me” 
first. Provide for your 
employees. Give 
them the freedom to 
put others first.

6.  It’s an all or nothing 
deal. Responsibility 
and authority 
must come with 
accountability.

7.  Leave no one 
behind. Protect and 
serve your people by 
being their greatest 
advocate.

   8.  Bring your mission 
to life. Genuine, 
heartfelt actions 
speak louder  
than words.

   9.  Always ask, “what 
if?” Think long term 
and big picture.

10.  Lead courageously 
and decisively. 
Challenge your 
organization to 
move past what’s 
comfortable.

Read, study, 
and implement 

that which 
is most 

relevant to 
you and your 
organization. 
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IntheHeadlines
Hospital and health system 

news from across the country

Illinois: BlueCross BlueShield 
increases spend on value-
based care initiatives to $71B
BlueCross BlueShield Association (Chicago, IL) announced it has increased to 
more than $71 billion annually the amount of money it is spending on value-
based care. Value-based care rewards better outcomes and the coordination 
of treatment rather than volume of medical services provided. Blue Cross and 
Blue Shield said it increased spending on value-based care by nine percent to 
more than $71 billion in 2013 from the year earlier. BCBS says it is building a 
variety of value-based initiatives that include ACOs, patient-centered medi-
cal homes, pay-for-performance programs, and episode-based payment pro-
grams into its contracts with doctors and hospitals.

California: Enloe Medical  
Center completes nine-year, 
$175M renovation
Enloe Medical Center (Chico, CA) 
celebrated the end of a nine-year, 
$175 million expansion project. 
The multi-phase plan resulted in a 
new parking garage completed in 
August 2008, a five-story patient 
tower in November 2012, and an 
expanded ED in August 2014. 
Hospital officials are expect-
ing a 22,000-patient increase in 
2015 compared to 2014 and are 
counting on the expansion to 
ensure Enloe can serve the com-
munity for at least 20 years in the 
future. A park on the campus will 
be completed in spring 2016. 
Enloe Medical Center is owned by 
Enloe Health Systems (Chico, CA).
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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 “Commu-
nity” 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.

Alabama: HealthSouth to acquire 
Reliant Hospital Partners for $730M

HealthSouth Corp (Birmingham, AL) signed a definitive agree-
ment to buy the operations of Reliant Hospital Partners (Richard-

son, TX) for $730 million in cash and debt. Reliant operates 11 
inpatient rehab hospitals in Texas and three inpatient locations 
in Massachusetts. A HealthSouth official said the acquisition 
complements the company’s existing facilities in Houston, 
Dallas-Fort Worth, and Austin markets while opening up new 
opportunities in Ohio and the Boston metro area. The agree-

ment is expected to close later in 2015, subject to closing condi-
tions and regulatory approvals.

CVS Health (Woonsocket, RI) and Target Corp (Min-
neapolis, MN) signed a definitive agreement through 
which CVS Health will acquire Target’s pharmacy 
and clinic businesses for approximately $1.9 billion. 

Through the agreement, CVS Health will 
acquire Target’s more than 1,660 pharma-

cies across 47 states and operate them 
through a store-within-a-store format, 
branded as CVS/pharmacy. In addition, 
a CVS/pharmacy will be included in all 
new Target stores that offer pharmacy 

services. Target’s nearly 80 clinic loca-
tions will be rebranded as MinuteClinic. CVS 
Health will open up to 20 new clinics in Tar-

get stores within three years of the close of 
the transaction. The companies also plan to de-

velop five to 10 small, flexible-format stores over a 
two-year period following the deal close, which will 
each be branded as TargetExpress and include a CVS/
pharmacy. The transaction is subject to customary 
closing conditions, including necessary regulatory 
clearance. There is not yet an estimated close date 
for the transaction, but a release from the companies 
suggested it may close near the end of 2015.

Rhode Island: CVS to purchase 
Target’s pharmacy and clinic 

business for $1.9B
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Robert T. Yokl, Chief Value Strategist, Strategic Value 
Analysis in Healthcare, www.utilizer-dashboard.com

VALUE ANALYSIS

By value-based competition, 

I mean, are your value analy-

sis teams capable of reducing 

your supply expenses by 15  to 

20 percent, while improving 

your quality, over the next few 

years to meet or exceed your  

Most healthcare organizations have value 

analysis teams (if you don’t, you have a bigger 

challenge than what we will be discussing in  

this article), but are they structured for results  

in this age of value-based competition?  

Value analysis in the age of 
value-based competition
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VALUE ANALYSIS

competitors’ cost and quality? This is because your compe-

tition will be bidding on the same value-based contracts as 

your healthcare organization. Further, your hospital, system 

or IDN’s survival will depend on your healthcare organiza-

tion winning a preponderance of these value-based con-

tracts and then controlling your cost and quality going for-

ward to ensure you make a profit. 

Unfortunately, too often, value analysis teams have been 

increasing their hospital, system or IDN’s cost of goods sold by 

as much as 28 percent in any 

given year. This phenomena 

happens when new products 

and services you are approv-

ing for purchase costs exceeds 

the savings you bring about 

through your value analysis 

team’s efforts elsewhere. This 

is why we recommend that 

hospitals, systems and IDNs 

not only keep a running tally 

of their value analysis savings in any given period, but also 

any increases in their cost of goods sold. You will be shocked 

at the disparity of these two numbers.

Guard the gate
To reverse this trend, we see an urgent need for value anal-

ysis teams to curtail their approvals of new products and 

services at the speed they have been doing so for years (as 

much as 25 percent increase in SKUs per quarter) to lower 

their cost of goods sold. This is easier than it sounds, since 

most new products and services requests are just your cus-

tomers tweaking their products or services’ features without 

changing their primary or secondary functions. Meaning, 

most customers can live with their existing products or ser-

vices without causing any cost or quality issues. Remember, 

value analysis teams are, by definition, 

gatekeepers; once value analysis teams 

open the floodgates too wide they are 

encouraging higher supply costs. 

It’s also mission critical in this age 

of value-based competition that value 

analysis teams focus at least a third of 

their time on their supply utilization 

misalignments (wasteful and ineffi-

cient consumption, misuse, misappli-

cation and value mismatches in your 

supply streams) if your value analysis 

teams are serious about bending your 

healthcare organization’s supply chain 

cost curve. This is where the biggest 

savings opportunities (7 to 18 per-

cent) exists in reducing your supply 

chain expenses. To ignore this savings 

source can make the difference in your 

healthcare organization’s profit or loss 

in any given year.

It looks like value-based purchas-

ing is here to stay; it’s not just a pass-

ing fad. Therefore, your value analysis 

teams must be more strategic with their 

savings goals, objectives and targets of 

opportunities. But above all else, your 

value analysis teams must hold the line 

on all new purchases. This is where they 

can make the biggest impact on your 

healthcare organizations’ supply chain 

costs. For if you don’t buy it, you will nev-

er incur any cost now or in the future!  

You won’t find a better cost containment 

technique than this tactic! JHC

It looks like 
value-based 
purchasing 

is here to 
stay; it’s 

not just a 
passing fad. 
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