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The Value  
Analysis 
Equation

For supply chain executives, one equation can 
help them navigate through many of their challenges: 

Data (generated through evaluations, unbiased studies, 

etc.), plus Patience (so that well-executed studies and 

thoughtful discussion among various stakeholders can 

take place without undue haste), equals Confidence that 

the provider has selected the right product or device. 

D+P=C, for short. It’s an equation that value analysis pro-

fessionals hold dear.
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Wanda Lane, RN, MaED, value analysis manager, Regional One 

Health, Memphis, Tenn., explained the equation and its significance 

in a recent webinar, “Using Quantifiable Data to Validate Product 

Claims.” The webinar was sponsored by the Association of Health-

care Value Analysis Professionals, or AHVAP.

The value analysis professional faces a number of challenges 

today, said Lane. Costs to operate healthcare facilities keep rising, 

but reimbursement does not. For that reason, the executive team 

expects value analysis to help hold the line on expenditures. Mean-

while, hospitals and health systems are increasingly held account-

able for favorable patient outcomes and patient satisfaction. For 

their part, clinicians continue to crave high-quality products and 

equipment that can increase their efficiency.

The equation D+P=C can help value analysis professionals deal 

with these sometimes-colliding pressures, said Lane. To illustrate 

her point, she offered three case studies: 1) bed frames and sur-

faces; 2) alcohol end caps; and 3) a mechanical device to measure 

and record urine output.

Bed frames and surfaces
Two years ago, Regional One Health was looking at extensive re-

pair or replacement of many of its bed frames (including those in 

trauma ICU) as well as surfaces. In its frames, the IDN sought dura-

bility and versatility; among surfaces, it sought durability, pressure 

redistribution and infection prevention. All in all, the replacement 

project would call for significant dollars being spent. 

Beginning with a list of five potential frame vendors, the val-

ue analysis team narrowed it to two (primarily because of the 

traction requirements), said Lane. The team and vendors agreed 

to a three-week, side-by-side evaluation. “I pulled in the two 

vendors, and we all sat at the same table and discussed the pro-

cesses we would go through in the evaluation.” One must-have: 

Complete transparency. For example, the Regional One Health 

team told the vendors that if either issued an e-mail to hospital 

staff about its competitor, the IDN would share that e-mail with 

the competitor. “It keeps ev-

eryone honest,” she said.

The IDN devised a blind 

surface study, in which volun-

teers from non-clinical areas 

agreed to lie on the competing 

surfaces/frames (with vendor 

names hidden) for 30 minutes 

in four different positions to 

allow for mattress pressure 

redistribution and skeletal set-

tling. Mapping photos were 

taken upon placement, at 15 

minutes, and 30 minutes. The 

results were tallied by another 

unbiased third-party, and de-

livered – without divulging the 

manufacturer names -- to the 

chief nursing officer and wound 

care director. It was only after 

they delivered their choice to 

materials management that the 

names of the vendors – with cor-

responding test results – were 

divulged. It turned out that the 

winner not only had the older 

technology, but the cheaper 

one as well, allowing the IDN to 

replace more of its surfaces than 

originally planned. 

“We considered [the pro-

cess] a success all the way 

around,” said Lane. “If there was 

a question of bias, or a ques-

tion from one of the vendors, 
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we had the photographic evidence of pressure mapping to show 

everyone. The data spoke for itself.”

Alcohol end caps
Typically supported by nursing and physicians, alcohol end caps are 

designed to assure the caregiver that the vascular access point has 

been sanitized, said Lane. The IDN was very interested in reducing 

central-line-associated bloodstream infections, or CLABSIs, but in-

fection prevention was skeptical that alcohol end caps would help 

them do so. “We didn’t have evidence to support their efficacy,” said 

Lane. Further, infection prevention raised a concern that with the 

end caps in place, nursing might discontinue “scrubbing the hub” 

between cap uses.

The IDN chose a long evaluation period – 120 days – in order to 

get an accurate picture of the effect the alcohol end caps would 

have on infection prevention; and compared the results (in terms of 

infection prevention) with a similar 120-day period from the prior 

year. At the end of the evaluation, the Regional One Health team 

found the device had minimal impact, and they declined to imple-

ment it, avoiding expenses of about $250,000.

“We had an evidence-based decision-making tool in the room, 

and we could show the data,” said Lane. “It set up less of an ‘us-

vs.-them’ argument, with less conversation [to the effect that] ‘It’s 

about the money.’ Instead, it was about the data, and the data didn’t 

support the project.”

Foley trays
Implementing a methodical evaluation process, with data collec-

tion, doesn’t always lead to a clean, uncontested outcome, said 

Lane. She shared the IDN’s experience evaluating the efficacy of a 

mechanical reading device for urine output (as well as a urine tem-

perature sensor). 

Many nurses advocate for the device, because it saves them 

the time of physically dumping and measuring urine on an hourly 

basis. Physicians believe it leads to more accurate measurements, 

particularly among trauma and 

burn patients. But others be-

lieve that because the device 

gives retrospective measures, 

it can lead to patients retain-

ing Foley catheters longer than 

necessary. What’s more, infec-

tion prevention raised ques-

tions about whether the device 

could be adequately cleaned. 

All this is not to mention the 

rental and repair costs associ-

ated with it.

The decision was made to 

compare the performance of 

the device vs. the practice of 

manually measuring fluid intake 

and urine output (I&O) over a 

180-day period. The comparison 

showed that the manual meth-

od led to a reduction in time Fo-

leys were in place, and that care-

givers had no difficulty getting 

accurate I&O measurements 

using the manual method. Nor 

were there any challenges re-

garding temperature findings. 

Nevertheless, despite the 

recommendation to discon-

tinue use of the mechanical 

reading device, that has not 

occurred, primarily because of 

strong misgivings by clinicians. 

“We are still fighting this battle,” 

Lane said. JHC
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Wanda Lane, RN, MaED, value analysis manager, Regional One Health, Memphis, 
Tenn., offers the following suggestions to value analysis colleagues about how to make the 

equation – Data + Patience = Confidence -- work in practice:

•  Take the time to build the correct team to evaluate new technologies. Don’t be afraid to 

include the devil’s advocate, that is, the person who is averse to change. “Many times, the 

devil’s advocate helps us avoid buyer’s remorse,” she said.

•  Prior to beginning an evaluation, identify the provider’s goals. If a vendor makes a product 

claim, the team should create an evaluation process that will measure it. Establishing 

quantifiable goals may take a little more time, effort and accountability, but the outcomes 

are worth the effort.

•  Collect adequate baseline data, to ensure a thorough comparison between the existing 

technology and new one under evaluation. Compare data from the evaluation period 

with data from a similar, earlier period, and enlist the help of IT (to help analyze financial 

implications) as well as infection prevention. 

•  Partner with the vendor. Evaluations can be lengthy, Lane pointed out. “Rather than 

say, ‘We do not pay for evaluations,’ we sit down with our vendors on the front end to 

discuss exactly how we are going to approach the evaluation, including the length of 

time it might be expected to take. Then we look at shared responsibility [for the cost of 

the evaluation].”

•  Determine the quasi-experimental design (essentially, the scientific method). Collect data, 

then use an unbiased third-party to analyze the results. This could be someone within the 

IDN who will never use the product.

• Make recommendations.

• Track results. 

•  Above all, resist the time pressures often foisted upon value analysis teams. 

Confidence occurs when the value analysis professional can walk into a meeting with 

the executive staff; show data from the evaluation compared with retrospective data; 

and then allow the executive team to make a clear choice whether or not to support 

the professional’s recommendations.
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Less may be more when it comes to cancer screen-
ing. “Study after study has consistently shown that patients 

and many physicians overestimate the benefits and are un-

aware of and/or downplay the potential harms of cancer 

screening,” said Dr. Wayne J. Riley, president of the American 

College of Physicians. Riley made his comments in May, fol-

lowing publication of the ACP’s advice for screening aver-

age-risk adults without symptoms for five common cancers, 

published in the Annals of Internal Medicine.

“ACP wants smarter screening by informing people about 

the benefits and harms of screening and encouraging them 

to get screened at the right time, at the right interval, with 

the right test,” Riley was quoted as saying.

ACP reviewed clinical guidelines and evidence synthesis is-

sued by the U.S. Preventive Services Task Force, the American 

Academy of Family Physicians, the American Cancer Society, 

Smart Screening
Physician group compiles cancer screening recommendations,  
and recommends…less

the American Congress of Obstetrics 

and Gynecology, the American Gastro-

enterological Association, the Ameri-

can Urological Association, and ACP.

“We found much common agree-

ment on high-value-care screening 

among different organizations,” said 

Dr. Tanveer Mir, chair of ACP’s Board of 

Regents and a member of ACP’s High 

Value Care Task Force, which devel-

oped the papers.

ACP’s High Value Care initiative is de-

signed to help doctors and patients un-

derstand the benefits, harms, and costs 

of tests and treatment options for com-

mon clinical issues, so they can pursue 

care together that improves health, 

avoids harms, and eliminates wasteful 

practices, according to ACP. High-in-

tensity screening strategies – screening 

broader populations, more frequently, 

and/or with more sensitive screening 

tests – are not necessarily high-value 

care, according to the organization. 

“The largest harm that can result 

from overly intense screening is over-

diagnosis and overtreatment,” Riley said. 

“The more sensitive the test we use or 

lower the threshold we establish for an 

abnormality, the more abnormalities we  
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find – many of which will never lead to health problems. But 

because doctors cannot know which of these would or would 

not cause problems, we tend to treat them. Treatment for cell 

and tissue abnormalities that will likely not cause health prob-

lems cannot provide benefits.”

Screening average-risk adults ages 50 to 75 for colorectal 

cancer with high sensitivity fecal occult blood testing every 

year is an example of high-value care, according to ACP. On 

the other hand, screening women without a cervix for cervi-

cal cancer is an example of low-value care.

Meanwhile, prostate cancer, when detected with the pros-

tate-specific antigen (PSA) test, never becomes clinically sig-

nificant in a patient’s lifetime in a considerable proportion of 

men, according to the ACP. Screening using the PSA test in 

average-risk men under the age of 50 years or over the age 

of 69 years can open the door to more testing and treatment 

that might actually be harmful. If cancer is diagnosed, it will 

often be treated with surgery or radiation, which increases 

the risk for loss of sexual function and loss of control of urina-

tion compared to no surgery, according to the ACP. (This does 

not apply to those men considered to be in high-risk groups 

such as African American men and/or those with a strong 

family history of prostate cancer.)

Following are some points of “high-

value-care advice” from the ACP, based 

on its research.

Breast cancer
•  Clinicians should discuss the 

benefits and harms of screening 

mammography with average-risk 

women aged 40 to 49 years and order 

biennial mammography screening 

if an informed woman requests it.

•  Clinicians should encourage 

biennial mammography screening 

in average-risk women aged 50 to 

74 years.

•  Clinicians should not screen 

average-risk women younger than 

40 years or aged 75 years or older 

for breast cancer or screen women 

of any age with a life expectancy 

less than 10 years.

•  Clinicians should not screen average-

risk women of any age for breast 

cancer with MRI or tomosynthesis.

Cervical cancer
•  Clinicians should not screen 

average-risk women younger than 

21 years for cervical cancer.

•  Clinicians should start screening 

average-risk women for cervical 

cancer at age 21 years once 

every three years with cytology 

(Papanicolaou [Pap] tests without 

HPV tests).

“ The more sensitive the test we 
use or lower the threshold we 
establish for an abnormality, 
the more abnormalities we find 
– many of which will never lead 
to health problems.” 

– Wayne Riley, MD
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•  Clinicians should not screen average-risk women for 

cervical cancer with cytology more often than once 

every three years.

•  Clinicians may use a combination of Pap and HPV 

testing once every five years in average-risk women 

aged 30 years or older who prefer screening less often 

than every three years.

•  Clinicians should not perform HPV testing in average-

risk women younger than 30 years.

•  Clinicians should stop screening average-risk women 

older than 65 years for cervical cancer who have had 

three consecutive negative cytology results or two 

consecutive negative cytology plus HPV test results 

within 10 years, with the most recent test done within 

five years.

•  Clinicians should not screen average-risk women of any 

age who have had a hysterectomy with removal of the 

cervix for cervical cancer.

•  Clinicians should not perform cervical cancer screening 

with a bimanual pelvic examination.

Colorectal cancer
•  Clinicians should encourage colorectal cancer 

screening by one of four strategies: high-sensitivity 

FOBT or FIT (every year); sigmoidoscopy (every five 

years); combined high-sensitivity FOBT or FIT (every 

three years) plus sigmoidoscopy (every five years); or 

optical colonoscopy (every 10 years) in average-risk 

adults aged 50 to 75 years.

•  Clinicians should not screen for colorectal cancer more 

frequently than recommended in the four strategies 

mentioned previously.

•  Clinicians should not conduct interval screening with 

fecal testing or flexible sigmoidoscopy in adults having 

10-year screening colonoscopy.

•  Clinicians should not screen for 

colorectal cancer in average-risk 

adults younger than 50 years or 

older than 75 years or those with 

an estimated life expectancy of 

less than 10 years.

Ovarian cancer
•  Clinicians should not screen aver-

age-risk women for ovarian cancer.

Prostate cancer
•  Clinicians should have a one-time 

discussion (more if the patient 

requests them) with average-risk 

men aged 50 to 69 years who 

inquire about PSA-based pros-

tate cancer screening to inform 

them about the limited potential 

benefits and substantial harms of 

screening for prostate cancer us-

ing the PSA test.

•   Clinicians should not screen for 

prostate cancer using the PSA 

test in average-risk men aged 

50 to 69 years who have not 

had an informed discussion and 

do not express a clear prefer-

ence for screening.

•  Clinicians should not screen for 

prostate cancer using the PSA test 

in average-risk men younger than 

50 years or older than 69 years 

or those with a life expectancy of 

less than 10 years. JHC
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“Polymerase chain reaction” and “DNA sequencing” 
might not be part of the sales rep’s vocabulary today. But the 

fact is, they probably will be, in the not too distant future. 

Molecular diagnostics is ready for prime time. 

Take the case of Alere.

In June 2014, the company’s i Influenza A&B moderate 

complexity molecular test – said to be the only molecular 

test to detect and differentiate influenza A and B virus in 

less than 15 minutes – was cleared for marketing by the U.S. 

Food and Drug Administration. Six months later, in January 

2015, the FDA granted the test – which uses a nasal swab 

sample from the patient – a CLIA waiver. 

Three months after that, in April, the 

FDA cleared for marketing the Alere i 

Strep A test, said to be the first molecu-

lar test that detects Group A Strepto-

coccus bacteria in throat swab speci-

mens in eight minutes or less. Alere 

subsequently submitted an applica-

tion for CLIA waiver of the test. Other 

assays said to be in development on 

the Alere i platform include respiratory 

syncytial virus (RSV), C. difficile, and 

chlamydia/gonorrhea.

Molecular testing moves  
closer to the patient
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Roche offers another example. In 

November 2014, the company re-

ceived FDA clearance to market its co-

bas® Strep A test for the detection of 

Group A streptococcus bacterial DNA 

in throat swab specimens. The test runs 

on the cobas Liat System, a molecular 

point-of-care diagnostic system, and is 

said to offer results in 15 minutes.

This isn’t to say there or won’t be a 

continuing place for other point-of-care 

diagnostics, such as lower-cost lateral 

flow tests. But the accuracy of molecular 

tests as well as the attention 

being paid to personalized 

medicine and antibiotic stew-

ardship, could push them 

into the mainstream, despite 

some concerns about cost.

“The beauty of molecular 

tests is that there are very 

few limitations on what you 

can do with them,” says Paul 

Barto, category manager, 

laboratory, moderately & 

highly complex testing & instrumen-

tation, McKesson Medical-Surgical. 

“What we’re seeing right now with 

point-of-care molecular diagnostics 

is a focus on infectious disease. When 

you look at highly complex molecu-

lar diagnostics, we have seen lots of 

advances in oncology and women’s 

health. Eventually, we’ll see these tests 

move closer to the patient as well.”

Says lab consultant and speaker Tim Dumas, “This RNA 

amplification is only limited by our knowledge of a mole-

cule’s DNA structure. As we identify more diseases’ molecu-

lar structures, this method will expand and become com-

monplace. The cost should also come down.”

Targets nucleic acids
Molecular diagnostics is a term used to delineate diagnostic 

tests that target or detect nucleic acids, that is, RNA or DNA, 

typically (though not always) following an amplification event, 

explains Ryan Schmidt, vice president of infectious disease 

marketing, Alere. “Molecular diagnostics often use a combi-

nation of oligonucleotides (often referred to as primers) and 

enzymes to specifically target and amplify a unique region of 

a target organism’s genome, with detection of the amplified 

target region (the product) via labeled probes. These probes 

detect and often are able to quantify the amount of a target 

present in the sample being tested.

“The probe is often a labeled nucleic acid – an oligo-

nucleotide – that is complementary to the product being 

amplified, meaning it can anneal, or bind, to it,” he contin-

ues. The label [is] a molecule that emits a signal that can be 

measured using an instrument with detection capabilities, 

Molecular testing moves  
closer to the patient

“ As we identify more diseases’ 
molecular structures, this 
method will expand and 
become commonplace. The 
cost should also come down.”  

– Tim Dumas
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for example, an instrument that can detect fluorescence, 

chemiluminescence, voltage, light transmission. In contrast, 

lateral flow tests are designed to target a protein of some 

sort, typically an antigen or antibody, without any type of 

target amplification event.

“The amplification of a target enables lower titers of that 

target to be detected,” says Schmidt. “This can circumvent 

some of the problems from poor samples that impact lateral 

flow performance.”

Barto believes molecular diagnostics typically offer high-

er test accuracy than other methods. “When you’re doing 

molecular testing, you’re basically amplifying the sample,” 

he says. Nasal swabs offer an example. 

Lateral flow testing only detects the sample that the pro-

vider puts in the analyzer, Barto points out. If the sample is 

poor, there’s a good chance of misdiagnosis. On the other 

hand, the molecular test amplifies the sample, for example, 

influenza, so the provider ends up with a much larger sam-

ple size. The result is greater accuracy.

In traditional point-of-care testing, whether it is visually 

read (strips) or lateral flow, the FDA recommends that, in the 

case of a negative result for flu during flu season, the pro-

vider reflex it, that is, confirm the finding with another test, 

says Barto. “But if molecular testing is your front-line test, the 

need to reflex could be eliminated.”

Adds Dumas, “Both lateral flow 

and molecular (RNA amplication) 

look for molecules. The molecular 

test looks for nucleic acid – DNA or 

RNA – to identify the molecule, while 

lateral flow uses antibody/antigen 

response to identify the molecule.

“My analogy would be like identify-

ing a vehicle,” he continues. “Let’s say 

we are looking for a car, in particular, 

a red car. The flow test will find the red 

car and sometimes a car that’s kind of 

red; and sometimes, it will miss the red 

car because it didn’t stand out enough. 

But the molecular test will find the red 

car and identify its make, model, how 

many doors, etc. It’s a more accurate 

test that was, until now, sent to a refer-

ence lab for confirmation.”

Closer to the patient
Traditionally, molecular tests – poly-

merase chain reaction, or PCR, and DNA 

sequencing – were run in the reference 

lab. “These are large instruments, highly 

“The amplification of a target enables lower titers 
of that target to be detected. This can circumvent 

some of the problems from poor samples that 
impact lateral flow performance.”  

– Ryan Schmidt
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complex, geared toward high throughput,” says Barto. But, 

as with so many laboratory tests, the technology is moving 

closer and closer to the patient in the doctor’s office. And that 

trend will continue, he predicts. For example, the BRCA1&2 

tests, which can indicate a predisposition to female breast 

and ovarian cancer, are still highly complex, expensive tests. 

But it’s not out of the question that even these will find their 

way to the primary care office in the future.

“In the last 10 years, [molecular analyzers] have come 

down in size, and the level of complexity has come down 

as well,” he continues. “The goal for any point-of-care test is 

to get an answer while the patient is in the office. Molecular 

tests tend to have a slightly longer process time, because 

of the nature of the technology. But the goal is to get that 

process time [shorter]. It’s getting closer.”

Personalized medicine
Some believe that molecular testing will help providers ad-

dress two issues of importance to the healthcare community 

today – antibiotic resistance, and the need to “personalize” 

medicine in an effort to improve outcomes and reduce waste.

“There is a clear tie-in to antibiotic stewardship,” says Rick 

Graham, senior director, lab category management, McKes-

son Medical-Surgical. That’s important, as the Centers for 

Disease Control and Prevention as well as the Obama Ad-

ministration have targeted antibiotic resistance as a major 

healthcare threat.

Because molecular tests tend to eliminate the need to 

reflex a negative result for an infectious disease, such as flu 

or strep, Graham says the patient can leave the doctor’s of-

fice with a definitive answer to the question, “Do I need a 

prescription or not?” Compare that to the situation that of-

ten unfolds today, where the doctor writes the prescription 

but tells the patient to hold off filling it for a couple of days, 

until the confirmatory test results come back. “What often 

happens is, the patient gets it filled 

anyway right after the appointment,” 

he points out.

Meanwhile, molecular testing dove-

tails with the healthcare community’s 

interest in so-called “personalized 

medicine,” according to those with 

whom Repertoire spoke.

“Personalized medicine is about 

treating each individual for just what 

they need,” says Dumas. “No more test-

ing to rule out things that are possible 

but not probable. Providers are going 

to be judged on pinpointing a diagno-

sis and performing tests to verify their 

suspicions. More accurate lab tests will 

prevail in this new market.”

Says Schmidt, “Personalized medi-

cine refers to understanding each 
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individual’s genetic makeup and tak-

ing advantage of that knowledge to 

treat each individual uniquely based 

on this knowledge. Molecular diag-

nostics is and will play a huge role in 

personalized medicine, and they are 

often thought of hand in hand.”

Barto points out the role of mo-

lecular testing in helping doctors and 

patients predict the effectiveness of a 

prescription drug. Case in point: Plavix 

(generic name clopidogrel), an anti-

blood-clotting medication. The U.S. 

Food and Drug Administration called 

for a warning on the drug’s label alert-

ing providers and patients that pa-

tients who cannot effectively metabo-

lize the drug may not receive the full 

benefits from it. Providers are advised 

that tests are available to identify genetic differences in the 

function of liver enzymes, which determine the patient’s 

ability to metabolize.

Research is also being done on chemotherapy drugs and 

certain pain medications, in an effort to determine how 

metabolic pathways affect patients’ response to them, ac-

cording to Barto and Graham. Molecular testing is part of 

that research.

Stumbling blocks
Molecular testing faces some hurdles to widespread imple-

mentation in the physician’s office. The first is the time it 

takes for such tests to yield results. The second is cost.

As the technology matures, time is less and less a factor, 

says Schmidt. Traditionally, molecular tests could take as 

long as 75 to 90 minutes to yield results. “But the new point-

of-care molecular testing platforms are capable of deliver-

ing results in a matter of minutes,” he says. “These are CLIA-

waived systems, and as such, they can generate results in 

“ In the last 10 years, molecular analyzers 
have come down in size, and the level of 
complexity has come down as well.”  

– Paul Barto
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15 to 20 minutes by a diverse set of users. Many lateral flow 

assays are also CLIA-waived, and generate results in similar 

time frames.”

The total run time for the Alere i Strep A test is eight min-

utes, with a few minutes of hands-on time, he points out. 

“This is very similar to current lateral flow tests. The true val-

ue of the POC CLIA-waived molecular systems is that they 

can deliver the improved result in a timeframe that allows 

the healthcare professional to make the appropriate treat-

ment decision.”

That said, the larger issue might be price. But even that 

shouldn’t be a deal-breaker, according to those with whom 

Repertoire spoke.

“Molecular diagnostics are more expensive than lateral 

flow tests, but are more likely to give a one-and-done result, 

offer increased case yield, and potentially reduce the need 

for send out/confirmatory testing,” says Schmidt. Medicare, 

Medicaid and private payers reimburse for molecular diag-

nostics with specific CPT codes, he adds.

Says Dumas, in order for molecular testing to take hold, 

physicians need to see the value of getting an accurate re-

sult and avoiding the time and expense associated with pre-

scribing antibiotics unnecessarily or letting an undiagnosed 

influenza spread. “In an era of value-

based medicine, if insurance compa-

nies are serious about paying based on 

value, then the molecular test is a bet-

ter value for the money.” And, as with 

any test, the cost of molecular testing 

will decrease as the technology be-

comes more commonplace.

“I think there will be a balance, where 

lateral flow can be used as a screen, and 

molecular for confirmation, 

says Dumas. “Some providers 

may want to do that, others 

will go direct to the molecular.”

The future
Molecular diagnostic tests 

are being developed for a va-

riety of diseases/conditions, 

including infectious dis-

ease (influenza, strep A, RSV, 

chlamydia/gonorrhea, Clos-

tridium difficile, HPV, TB, HIV, etc.) and 

companion diagnostics (for example, 

to evaluate a biopsy for the presence of 

cancerous cells carrying specific gene 

mutations), says Schmidt. Molecular 

diagnostics are also being used in the 

fields of food safety, agriculture testing, 

veterinary testing, GMO testing, etc.

For the distributor rep, the sale is 

simple, he adds. “Unparalleled sen-

sitivity equals better outcomes for 

the patient, physician, community 

and healthcare.”  JHC

“ Providers are going to be judged 
on pinpointing a diagnosis and 
performing tests to verify their 
suspicions. More accurate lab tests 
will prevail in this new market.”  

– Tim Dumas
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By Dan Nielsen

HEALTHCARE LEADERSHIP

In a recent interview with Mike Williams, 
President and CEO of Community Hospital Cor-

poration, based in Plano, Texas, I asked him to 

discuss the culture of CHC and how he inspires 

employees to live up to the organization’s estab-

lished values. Williams responded,

“ First of all, we have to understand what 

culture is in any organization. Whether we 

acknowledge it or not, every organization 

of any kind has a culture. It’s been said that 

‘culture is what an organization looks like 

when the people in it don’t know anyone 

is watching.’ Consequently, we have to ask 

ourselves, ‘what are the values that we want 

represented in the culture that we portray at 

Community Hospital Corporation?’” 

As CHC’s founding CEO and first employee, Mike 

Williams has had the privilege of being personally 

engaged in the employment process of everyone 

who has come into the organization since its in-

ception 18 years ago. Once candidates have made 

it through most of the hiring process, Williams sits 

down with them for a 30-minute interview during 

which they talk about the values and culture of CHC.   

“ What questions do they have for me about 

CHC? What do I need to impart to them about 

the way the organization works? So that they 

get a feel for our culture before they actually 

get the offer and step on board… There are 

many qualified and competent folks out there. 

There are fewer who understand and meet 

our cultural expectations.”

CHC President & CEO on the Crucial 
Importance of Culture and Values
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So what are the values that CHC’s culture repre-

sents? They’re summed up in four words, with 

Williams noting, “The actions that are reflected 

by those words are so much more important than 

the words themselves.”
•  Respect. “First of all, respect for each other. 

If we’re going to be effective as a team, we 

can’t compete with each other. We have 

to have each other’s back and we’ve got 

to work together, and on a daily basis. You 

know in the workplace, we spend more 

hours with our colleagues probably than we 

spend with our loved ones at home. We try 

to, through respect, create a culture of fam-

ily. I care a lot for the people who work here, 

and I think they care for me as well.” 

•  Integrity. “Making sure that everything 

we say or do is fact based and is absolutely, 

100% honest. Integrity is only as good as 

what we do every day, so we always want 

to be transparent and honest and upfront. 

That’s not always easy, particularly when 

you’re dealing with employee issues or an-

gry clients or physicians, but we want to be 

honest about it.” 

•  Stewardship. “The mission of this compa-

ny—ensuring the preservation of community 

hospitals—is a mission that is so important 

for access to healthcare, because in many 

cases these smaller institutions are serving 

the indigent and the elderly. If these commu-

nity hospitals can’t be financially successful, 

the indigent and elderly who don’t have the 

means of going into the bigger city, are going 

to be without access to healthcare. Conse-

quently, we have to be a good steward as a 

resource to those institutions, appropriately 

charging them and advising them how to 

spend the dollars that they are able to collect 

to be able to continue their mission of service 

to the populations that they’re serving.” 

•  Excellence. “That’s an easy word. As a child, 

we probably heard our parents say, ‘Be excel-

lent in everything you do,’ but excellence is 

more than a word. We want to be perceived 

individually and corporately as the best of 

class. Does that mean that we’re a hundred 

percent in everything, that we’re perfect? 

Absolutely not. What it means, though, is 

that we’re always striving toward that level 

of excellence, and acknowledging when we 

don’t get there what we need to do different 

the next time we do it to do better.”

Question: What culture and values have you es-

tablished within your health organization? How 

do you establish, maintain, and inspire your col-

leagues and teams to represent that culture and 

live up to those values? JHC
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IntheHeadlines
Hospital and health system 

news from across the country

Washington: 
Providence to lease, 
operate clinics in 
Walgreens stores
Providence Health and Services 
(Renton, WA) formed an agree-
ment with Walgreen Co (Deer-
field, IL) to lease space within 
several of its drugstores in Or-
egon and Washington and oper-
ate its own clinics. Over the next 
two years, Providence will staff 
up to 25 clinics at Walgreens 
drugstores, with the first six open-
ing in Washington by early 2016. 
A Providence official said the move 
would make it easier to coordinate care 
because each clinic would share the same 
IT and EHR systems. The deal marks the first 
time Walgreen has agreed to allow a health sys-
tem to own and manage clinics at its stores.

Arizona: Banner Health  
names new hospital leaders
Banner Health (Phoenix, AZ) announced leadership changes at two of its hospitals 
in Colorado and Nebraska. Jeffrey Shelton will become the new CEO of Sterling Re-
gional MedCenter (Sterling, CO) effective September 2015, replacing interim CEO 
Kelly Hurt. Shelton was previously CEO at Newman Memorial Hospital (Shattuck, 
OK). In addition, Ogallala Community Hospital (Ogallala, NE) CNO Aileen Chandler 
was named interim CEO. She replaces Sharon Lind, who became CEO of Banner 
Ironwood Medical Center (San Tan Valley, AZ) and Banner Goldfield Medical Center 
(Apache Junction, AZ).
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Michigan: Six Michigan health 
systems create care network

Six healthcare systems in Michigan cre-
ated a new partnership to share informa-
tion and adopt common standards. Un-
der the agreement, each system will and 

remain operationally independent. The six 
systems are Lakeland HealthCare (St Joseph, 
MI), Bronson Healthcare Group (Kalamazoo, 

MI), Sparrow Health System (Lansing, MI), Alle-
giance Health (Jackson, MI), Covenant HealthCare 

System (Saginaw, MI), and MidMichigan Health (Mid-
land, MI). The network will be led by Lakeland’s presi-
dent and CEO Loren Hamel, who will also serve as vice 
chairman of the 12-member board that will oversee 
the network. It does not yet have an official name.

New York: North Shore-LIJ, 
Maimonides announce  
strategic partnership
North Shore-LIJ Health System (Great Neck, NY) and 
Maimonides Medical Center (Brooklyn, NY) entered 
into a strategic partnership. North Shore-LIJ and Mai-
monides will pursue a full integration in a phased ap-
proach that will begin immediately with a compre-
hensive strategic partnership with both institutions 
maintaining their independence and separate gover-
nance structures. Maimonides will continue to oper-
ate as a full-service, tertiary, and teaching hospital. The 
strategic partnership will comprise joint ventures and 
other activities and North Shore-LIJ will work with Mai-
monides to enlarging its ambulatory network of clinical 
services. North Shore-LIJ will also provide Maimonides 
with capital resources and access to its extensive shared 
services infrastructure and expertise, enabling the hos-
pital management to make needed investments while 
continuing to improve operating efficiencies.

Maryland: CMS  
selects Booz Allen  
Hamilton to run HealthCare.gov
CMS (Baltimore, MD) selected Booz Allen Ham-
ilton (McLean, VA) as the lead contractor for 
HealthCare.gov. The five-year contract is worth 
$202 million. CMS will temporarily retain Optum 
subsidiary Quality Software Services as the site’s 
quality tester for the time being.
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LONG-TERM CARE

At one time considered a large expense, 
nursing home care today presents an insur-

mountable cost to many. The daily U.S. median 

cost of staying at a facility is $220 for a semi-pri-

vate room and $250 for a private room, according 

to the Genworth 2015 Cost of Care Survey. The 

cost of staying in a nursing home has risen 4 per-

cent each year over the past five years, according 

to a Chicago Tribune account of the report. In the 

last year alone, the median bill for a private room 

has jumped from $87,600 to $91,250.

A Sky High Expense
The steadily rising price of nursing home care has made 

it less accessible to those in need.

Whereas in the past, individuals often have se-

lected their long-term care based on their health 

requirements, today they may be forced to con-

sider more options, including home healthcare 

and adult day healthcare. Unfortunately, the price 

of these services continues to climb as well, notes 

the survey:

•  Homemaker services, including hands-off 

care such as cooking, cleaning and running 

errands. The national median hourly rate is 

$20 – a 2.63 percent increase over 2014.
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•   Home health aide services, including hands-on person-

al care (excluding medical care). The national median 

hourly rate is $20 – a 1.27 percent increase over 2014.

•  Adult day healthcare, including social and support 

services in a community-based, protective setting. 

Some programs provide personal care, transportation, 

medical management and meals. The national median 

hourly rate is $69 – a 

5.94 percent increase 

over 2014.

•  Assisted living facility. 

Typically this level of 

care is less extensive 

than that offered in nurs-

ing homes. The national 

median monthly rate is 

$3,600 – a 2.86 percent 

increase over 2014.

•  Nursing home care, 

designed to offer resi-

dents personal assistance, room and board, supervi-

sion, medication, therapies and rehabilitation, as well 

as 24-hour on site nursing care. The national median 

rate for a semi-private room – $220 – represents a 3.77 

percent increase over 2014. The national median rate 

for a private room – $250 – represents a 4.17 percent 

increase over 2014.

As more people make the decision to live at home for 

as long as possible, this impacts their decision to purchase 

long-term care insurance, according to Genworth. In addi-

tion, experts point out that many aging baby boomers are 

becoming thriftier than ever, some-

times refinancing their home or leav-

ing Social Security benefits untouched 

for potential long-term care expenses.

State by state
The cost of long-term care varies de-

pending on one’s state of residency. For 

instance, the annual rate of $281,415 for 

a private nursing home room in Alaska 

may be cause for some baby boomers 

to rethink their retirement plans. On the 

other hand, Genworth’s Cost of Care Sur-

vey highlights several more affordable 

states, such as Arizona ($65,850 per year 

for a private room), Missouri ($60,773) 

and Kansas ($65, 700). The coastal states 

(both West and East) are substantially 

more expensive – though, with the ex-

ception of Connecticut, not half as much 

as it costs in Alaska.

The cost of semi-private rooms, 

while less expensive, also fluctuate 

state by state. Again, annual residence 

care in Alaska and Connecticut comes 

with a higher price tag ($281,415 and 

$146,000 respectively). And, the cost of 

care is less in the Midwest and Southern 

states. The annual cost of assisted care 

living for a one-bedroom single occu-

pancy ranges from $36,120 in Louisiana 

to over $94,000 in the D.C. area. JHC

The coastal 
states (both 

West and East) 
are substantially 
more expensive 
– though, with 

the exception of 
Connecticut, not 
half as much as 

it costs in Alaska.

Editor’s note: To learn more about the Genworth 2015 Cost of Care Survey visit  

https://www.genworth.com/corporate/about-genworth/industry-expertise/cost-of-care.html.
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TRENDS

A new study on physician practice arrangements by 
the American Medical Association shows that most physi-

cians provide care to patients in small practices. Even so, the 

percentage of doctors who work directly for a hospital or in 

practices that have at least some hospital ownership contin-

ues to increase.

“These data show that the majority (60.7 percent) of physi-

cians were in small practices of 10 or fewer physicians, and that 

practice size changed very little between 2012 and 2014 in the 

face of profound structural reforms to health care delivery,” AMA 

President-elect Andrew W. Gurman, MD, was quoted as saying.

Using data from the AMA’s Physician Practice Benchmark 

Surveys, the most recent “Policy Research Perspective” report 

describes the practice arrangements of physicians in 2014 

and the changes in practice that occurred between 2012 and 

2014. Where possible, the current data 

are compared to that from 30 years ago 

to offer a long-term perspective. 

Employee or owner?
While the majority of physicians (56.8 

percent) worked in practices that were 

wholly owned by physicians in 2014, 

this majority decreased slightly from 

60.1 percent in 2012. In contrast, the 

share of physicians who worked di-

rectly for a hospital, or in practices that 

had at least some hospital ownership, 

increased from 29 percent in 2012 to  

32.8 percent in 2014. 

Surveying 
the  
Physician 
Landscape
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Other changes in physician practice arrangements that oc-

curred between 2012 and 2014 include:

•  The share of physicians who were practice owners de-

creased from 53.2 percent to 50.8 percent.

•  The share of physicians who were in solo practice de-

creased 18.4 percent to 17.1 percent.

•  The share of physicians who were directly employed by a 

hospital increased from 5.6 percent to 7.2 percent.

•  The share of physicians who were in practices that had 

at least some hospital ownership increased from 23.4 

percent to 25.6 percent.

The 2014 owner percentage – 50.8 percentage – is well 

below what it was in 1983, when 76.1 percent of physicians 

owned their practices, according to the report. 

Younger physicians were more likely to be employed by 

their practice than older physicians. In 2014, employment 

ranged from 59.0 percent among physicians under the age 

of 40 down to 33.3 percent among physicians over the age 

of 54. In particular, younger physicians were more than twice 

as likely as older physicians to be employed by hospitals. 

Twelve percent of the under-40 cohort were direct hospital 

employees compared to only 4.8 percent of physicians over 

the age of 54. Still, 34.1 percent of physicians under the age 

of 40 were owners. 

Gender gap
In addition to age differences in physician employment, 

gender differences are present as well, reports AMA. In 2014, 

51.8 percent of women physicians were employed by their 

practice compared to only 38.8 percent of men. Several fac-

tors that contribute to the gender gap. 

•  Because women have entered medicine more recently 

than men – during a time when employment increasing-

ly has become the norm – women are more likely than 

men to be employed. In 2013, 24 

percent of women physicians were 

under the age of 35 compared to 

only 13 percent of men. 

•  Gender differences in specialty 

choice are also a contributing fac-

tor to the gender gap in ownership 

status. Women tend to practice 

in specialties that are “employee 

heavy.” For example, in 2013, 17 

percent of women physicians were 

pediatricians compared to only 

6 percent of men. Pediatrics has 

historically been a specialty that 

has a higher than average em-

ployee share. In 2012, 59.4 percent 

of pediatricians were employees 

compared to the specialty-wide 

average of 41.8 percent. Even in 

1987, when many fewer women 

practiced medicine, 37.2 percent 

of pediatricians were employees 

compared to the specialty-wide 

average of 22.6 percent. 

•  To the same point, women physi-

cians are less likely than men to 

choose certain specialties that are 

“owner heavy.” Seventy-two per-

cent of surgical specialists were 

owners in 2012, the highest owner 

share across 12 broad specialty 

categories. Only 12 percent of 

women physicians were surgical 

subspecialists compared to  

17 percent of men. JHC
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LEADERSHIP

By Randy Chittum, Ph.D.

Most of us are familiar with the concept of 
sunk-cost bias. It tells us that we are more likely 

to continue on a path if we feel like we have in-

vested time, money, or energy. We are similarly 

familiar with the idea of opportunity cost. We 

know that our commitment to doing one thing 

means that we are essentially choosing that thing 

over many others. We mostly do both of these un-

consciously. Considered independently, there are 

significant consequences, but what are the im-

plications of considering the impact of sunk-cost 

and opportunity cost in tandem?  

It almost certainly suggests that we should be 

quitting more things.

The quitting falsehood
“Winners never quit and quitters never win.” So 

many successful leaders are hardwired with this 

falsehood. There is actually evidence that people 

are more successful and psychologically healthy 

when they thoughtfully quit. Far from an indication 

of being weak, it is a sign of strength and balance. 

The idea that quitters are weak is predicated on the 

idea that we quit because it is hard. That is not what 

we are talking about here. In this scenario we quit 

because the continuing investment is no longer 

wise when put in the context of all the possibilities.  

There is a difference between quitting and giv-

ing up. Giving up may be more closely associated 

Knowing 
When  
to Quit
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How long have you held on to a financial investment too 

long? What about a pet project or business model or idea? 

What about a product line, or declining market? How about 

an employee that you hired?  

One commonality among most business life-cycle models is 

a steadily increasing commitment to how things have been. We 

become organized around self-protection. Those who are new 

to the playing field are often organized around risk, because 

they often have very little to protect. Entrepreneurs tend to be 

very good, especially early, 

at experimenting with new 

ideas. What this means in 

practice is that they know 

how and what to quit.

We have been talk-

ing about complexity in 

this column this year. One 

of the key strategies for 

leading through complex 

times is to create what are called “safe to fail” experiments. In 

other words, to move beyond the platitude that is to be “en-

trepreneur-minded” and instead to actually replicate the most 

valuable characteristic of entrepreneurs. Safe to fail experi-

ments require a bit of a quitter’s mindset.

I imagine the learning challenge is obvious. Find some-

thing to quit. There is a very good chance you already know 

exactly what it is. If you quit something, let us know how it 

goes at randychittum@still-leading.com! JHC

with waning will power or commitment. 

It is more about the person than the 

situation. Quitting on the other hand 

is more value neutral. It is a thought-

ful choice that considers how we got 

where we are and what we sacrifice to 

stay here. It is balanced and measured.  

How long have you 
held on to a financial 
investment too long? 

What about a pet project 
or business model or 
idea? What about a 

product line, or declining 
market? How about an 

employee that you hired?  
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VETERANS HEALTHCARE

For years, the Veterans Healthcare Admin-
istration (VHA) has been criticized for poor care, 

long wait times, and all-around mismanagement 

of funds. But it wasn’t until summer of 2014 when, 

through whistleblower reports, it was discovered 

that scheduling failures within the Phoenix VA 

Healthcare System were more than likely respon-

sible for the deaths of 40 veterans. Long waits for 

appointments, along with senior executives who 

falsified records by creating “alternate wait lists” 

in order to claim large bonuses based on efficien-

cy, sent shockwaves through the entire system. In 

the end, through a nationwide assessment of all 

facilities, these issues proved to be the norm.

After weeks of intense investigations and grow-

ing criticism, VHA secretary Eric Shinseki resigned 

on May 30, 2014, leaving behind the massive task 

of repairing the country’s largest healthcare sys-

tem to the organization’s new leader, Robert Mac-

Donald, former CEO of Procter & Gamble.

What to do? A year later, most VA locations still 

suffer with interminable wait times, even though 

billions of dollars have been allocated to “fix  

the problems.”

One of the biggest fixes to date aimed at re-

ducing appointment delays is the Veterans 

Choice Program (VCP), authored by Senator John 

McCain and signed into law by President Obama 

in August 2014, which is in itself a step toward 

privatization. It allows VA beneficiaries to visit pri-

vate-sector doctors if they cannot get a timely ap-

pointment, or cannot find local specialty services 

Privatizing 
the Veterans 
Healthcare  

System
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VETERANS HEALTHCARE

within the VA. Faced with its share of 

challenges, VCP was initially unavail-

able to many people who needed it 

because of distance restrictions (figur-

ing distance on “as the crow flies” vs. a 

true distance to travel to the appropri-

ate hospital or clinic). That ruling was 

changed, and eligibility is now based 

on actual driving distance.

While the Veterans Choice Program, 

according to the VA, is still not being 

fully utilized, it has cost the govern-

ment over $7.7 billion to date. That 

number is shocking, but even more so 

when the VA currently sits with over 

41,500 vacant positions1 for doctors, 

nurses, and other health professionals. 

And to top it off, the system is now in 

the hole in the amount of $2.5 billion, 

and is begging Congress for additional 

funding, or the ability to “move money 

around,” or face the closure of several 

VA hospitals.

Construction cost overruns and 

delays are also siphoning money 

out of the system. In particular, offi-

cials announced that it will now cost 

$1.73 billion to build a VA hospital in 

the Denver suburb of Aurora, a hos-

pital which was originally budgeted 

at $328 million. 

The inefficiencies keep piling up. 

Could total privatization be far behind?

The effort to privatize elements of the VA system is a prior-

ity of the Koch brothers-backed group, Concerned Veterans 

for America (CVA), which in February 2015 called for creating 

a “premium-support private insurance option” for current vet-

erans and limiting eligibility requirements for future veterans. 

The proposed system would be turned into an independent, 

government-chartered nonprofit corporation.

Some details of the CVA proposal ...

The Veterans Health Administration would be split into two 

organizations, one that deals with health insurance and another 

— an independent nonprofit government corporation sepa-

rate from Veterans Affairs — that oversees VA health facilities.

Veterans enrolled in the VA healthcare system would still 

be eligible for free VA healthcare but would have the option 

of choosing private healthcare with co-pays and deductibles. 

Patients would be able to transfer federal funds spent on their 

care at the VA to help pay for private healthcare.

Future veterans would have to use the new system and 

be subject to cost-sharing depending on their level of dis-

ability or financial need. Lowest-need veterans would not be 

included in the program.

The question for policymakers, then, is whether to fix the 

VA system or dismantle it through privatization. A grow-

ing number of Republicans prefer the latter and others, 

like Senator John McCain, believe the VA excels in provid-

ing quality care for military-service illnesses and injuries, 

which the private sector cannot match due to its special-

ized nature. He wants to streamline the VA to focus on pro-

viding that specialty care at which they excel, and give the 

rest of the resources to the veterans themselves to seek out 

the best care they can find.

What happens next is anybody’s guess, but all agree that 

something must be done to fix what’s broken. JHC

1  USA TODAY discovered the vacancy numbers in June 2015 in data obtained through a Freedom of Information Act request. The full- and part-time 
positions included openings for 5,000 physicians, nearly 12,000 nurses, and more than 1,200 psychologists, according to the data.
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