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Mark Thill

EDITOR’S LETTER

Carefully constructed RFPs are key to successfully addressing purchased-servic-
es costs and quality of  service, according to those with whom we spoke for this month’s article 
on purchased services. This makes the Strategic Marketplace Initiative’s executive briefing, “RFP 
Activity: A Contributor to Industry SG&A Costs” particularly relevant today. (See related article 
in this month’s issue.)

Untangling the RFP Web

For years, SMI has brought together manu-
facturers, distributors, service companies and 
supply chain executives to tackle problems of  
mutual interest. SMI’s fundamental belief  is that 
the actions of  one member of  the supply chain 
have an effect – either positive or negative – on 
the other members. By working together, we can 
reduce costs for all. So it is with RFPs.

SMI found, through a survey in 2014, 
that the majority of  hospitals, IDNs and re-
gional alliances had increased their volume 
of  RFPs 10 percent or more in the preceding 
12 months. Not surprisingly, SMI’s industry 
partners (vendors) reported that the volume 
of  RFPs received from their customers had 
increased in the same period.

Here’s the rub: It is growing increasingly ex-
pensive for vendors to respond to providers’ 
RFPs. That’s due to a lot of  things, not just the 
sheer number of  RFPs, but their complexity, du-
plication, overlapping and “a lack of  clarity in lan-
guage, bidder requirements and conditions,” ac-
cording to SMI. “Special arrangement” requests, 
which require contractual relationships to be 
managed outside of  the standard process, were 
also cited by many suppliers as being especially 
resource-intensive and problematic, says SMI. 

Greater costs for vendors, of  course, ulti-
mately mean greater costs for providers. SMI 
estimates that a supplier’s total cost to re-
spond to a single RFP can range from $5,000 
to $9,000. That’s why it’s in the best interest 
of  both suppliers and providers to take an-
other look at the RFP process.

Some vendors are developing new processes 
to minimize the costs associated with respond-
ing to RFPs, such as increasing staff, centraliz-
ing response processes, creating and centralizing 
maintenance of  response materials, and using 
standard terms and conditions. But the SMI 
team found that supply chain executives can do 
their part too, by reducing overlapping and du-
plication of  RFPs, reducing unannounced RFPs 
and special requests, providing longer response 
times, minimizing requests for additional infor-
mation, and a lot more.

SMI wants to “encourage both buyers and 
sellers to take actions to reduce and control these 
[SG&A] costs through more efficient behav-
iors.” It’s a laudable goal. Easier said than done, 
perhaps, as the industry has learned with vendor 
credentialing. But, as with vendor credentialing, 
continuing dialogue about RFPs among provid-
ers and suppliers can ultimately benefit both. JHC





THE ACQUIRED PRACTICE

Supply chain executives in growing IDNs face a common dilemma: 
How to balance the traditionally high customer-service needs of  their newly 
integrated physician practices with the IDN’s need to improve efficiencies and 
reduce costs.

Like IDNs elsewhere, supply chain and medical group leaders at Western 
Connecticut Health Network faced this dilemma as they pondered how to in-
tegrate the physician practices of  Western Connecticut Medical Group, recalls 

Ruth Gregory, corporate director of  materials distribution for Western Con-
necticut Health Network. She and Medical Group COO (and Interim Execu-
tive Director) Shawyn Corbett began holding discussions about supply chain 
a couple of  years ago, says Gregory. Then in early 2014, Western Connecticut 
merged with Norwalk Health Services Corp., operator of  Norwalk Hospital, a 
physician group and other entities.

“It’s a very dynamic, evolving organization,” she says, describing the 
Medical Group.

Western Connecticut encompasses three acute-care hospitals, the Medical 
Group (with more than 50 sites), a corporate health operation and Western 
Connecticut Home Care.

Need for efficiency
“Shawyn appreciated the need to drive a more well-orchestrated and efficient 
supply chain process for the Medical Group,” says Gregory. Doing so wouldn’t 
necessarily be easy, though. Physician practices tend to work more independently 

than, say, surgeons in the OR, she 
notes. The challenge was “getting ev-
erybody to understand why we want-
ed to do this, and then to create an 
environment where it was efficient for 
the groups to do their jobs in concert 
with the needs of  the organization.” 

The physician groups were 
themselves facing significant eco-
nomic pressure, so it was to their 
advantage to participate in supply 
chain efficiencies, she adds. “We 
had a significant number of  con-
versations and meetings with the 
physician practice management.”

The supply chain team had a cou-
ple of  options. The first was to tie 
the physician offices – from a supply 
chain point of  view – more closely 
to the acute-care hospitals, that is, 
servicing them out of  the hospitals’ 
Distribution Warehouse. “We did en-
tertain that thought,” says Gregory. 
“But we weren’t able to ensure the 
level of  customer service that these 
practices needed.”

Finding a prime vendor
Ultimately, supply chain and Medi-
cal Group leaders decided to seek a 
prime vendor for the physician prac-
tices. Working with Corbett and sev-
eral practice managers, the team put 
together an RFP and bid it out to 

A Call to Order
Western Connecticut Health Network finds a solution to integrating physician practices
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THE ACQUIRED PRACTICE

several vendors. One difficulty they faced: A lack of  solid product and 
equipment usage data on the part of  the physician practices. “It took 
considerable research to determine exactly what we were talking about 
in terms of  the scope of  the business,” says Gregory.

“We had various objectives with our RFP,” she continues. The first 
was organizational, that is, the need to develop a comprehensive supply 
management program for the Medical Group. The second was cost, 
and the third, service. 

“Because the Medical Group practices functioned very indepen-
dently, service became a very important issue as we decided to move 
ahead. We needed a vendor who could work with the Medical Group 
and walk the practice manager and physicians through the process. We 
had physician practices that had been working with the same sales rep 
for 20 years. That was a difficult habit to break. So it was very impor-
tant that any new vendor 
rise to the occasion.

“We did extensive inter-
views to determine which 
approach would be best for 
us,” she continues. All the 
vendors were fairly strong 
in terms of  the organiza-
tional and cost require-
ments, but Schein brought 
a well-developed imple-
mentation process and pro-
grams. “That helped tip the 
tide for us.” Another plus: 
Schein could carry a good 
portion of  the pharma-
ceuticals and vaccines consumed by the physician practices, as well as 
med/surg supplies and equipment. Schein got the contract, and imple-
mentation was completed in the second quarter of  2014.

“A great deal of  the support and energy in carrying out the pro-
gram came from the leadership of  the Medical Group,” says Gregory. 
“And that is really what drives the success of  these kinds of  programs 
– leadership buy-in.” 

Ongoing program
Today, the physician supply chain differs in many ways from what pre-
ceded it. For example, all practices use Henry Schein’s centralized order-
ing system. “Before that, we saw very disparate systems – a lot of  paper-
work flying back and forth, vendors coming in and taking orders,” says 

Gregory. “Now it’s all consolidated. The net 
effect is a smooth ordering process, automated 
invoicing, improved workflow.” In addition, 
the Western Connecticut supply chain team – 
with assistance from Henry Schein Field Sales 
Consultant Mike McGoldrick – have made sig-
nificant improvements in standardizing med/
surg supplies and pharmaceuticals.

At quarterly meetings, the Western Con-
necticut and Henry Schein teams review the 
prior quarter’s performance and look ahead at 
areas for improvement. “The folks at Schein 
are often ahead of  us to tell us where we need 
to put our emphasis,” says Gregory.

The Medical Group practices have em-
braced the Henry Schein reps calling on 
the practices. “From a service perspective, 
the reps not only take care of  the practic-
es’ day-to-day needs, but [their presence] 
supports the relationship we have devel-
oped,” say Gregory. “The reps are trained 
in the goals and objectives of  this program; 
they’re all onboard.”

Gregory predicts continued growth for 
Western Connecticut Health Network. “Our 
medical practices will evolve so they become 
true partners with our acute care operations, 
to allow us to maintain our business model 
and develop a strong network for what is to 
come in healthcare, given accountable care 
and our responsibility to take care of  patients 
after they go home,” says Gregory.

“There will be huge economic challenges 
for all entities. If  we don’t work together to 
support the financial viability and efficiencies 
of  the organization, we won’t be as successful 
as we need to be.

“Vendors like Henry Schein, which have the 
experience working with organizations to that 
end, are very beneficial in this kind of  environ-
ment. Contracting with Henry Schein has been 
a good step for us as an organization, as we keep 
driving that strategy further and further.” JHC

“The net effect 
is a smooth 

ordering 
process, 

automated 
invoicing, 
improved 
workflow.”
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MODEL OF THE FUTURE

By Laura Thill

Shared Success
Meeting challenges at Cleveland Clinic head-on has led to growth for the 
organization, as well as for its supply chain executive director, Simrit Sandhu.

When she joined Cleveland Clinic in 2006, Simrit Sandhu could not  
predict the scope of  the IDN’s mission, nor her role in that mission. For the past 
nine years, she has immersed herself  in her organization’s multi-year transforma-
tion, with a growing focus on cost reduction and infrastructure expansion.

Since assuming her current position as the head of  all supply chain enterprise 
operations in 2013, Sandhu has played a key role in re-engineering Cleveland 
Clinic’s infrastructure, including item master and analytics redesign, systems 
realignment, procure-to-
pay optimization, and 
distribution and logistics 
redesign focused on Just-
in-Time delivery. A proj-
ect she has found most 
challenging, however, has 
been the launch of  Ex-
celerate Strategic Health 
Sourcing. “Excelerate is a 
provider-led joint venture 
between Cleveland Clinic 
and VHA,” she says. “It 
is a group purchasing or-
ganization that focuses 
on providing access to 
market leading contracts 
by leveraging the clinical 
excellence of  Cleveland Clinic and best-in-class analytics. 

“The journey to build this company has been challenging,” she continues. “Over 
the last five-to-seven years, we have worked hard to build a sustainable cost-basis 
reduction process through physician leadership, clinician engagement and evidence-
based sourcing efforts. We believe that the process and its results are valuable to all 
like-minded providers.” To implement this strategy, her team defines value as quality/
cost. Taking that one step further – defining quality and establishing clinical compara-
bility and equivalence of  products – has been “a multi-year journey,” she adds.

Indeed, Sandhu’s approach has been successful. “At Cleveland Clinic alone, 
we have saved $230 million in less than five years and have a standardized 

portfolio, often with a lower mar-
ket share vendor being awarded the 
contract based on proven product 
equivalence, along with appropriate 
utilization guidelines where applica-
ble,” she points out. “We’ve [always 
known] we could not build this offer-
ing alone, so [earlier in the process] 
we began looking for a partner that 
could [support] us in our endeavor.” 
That partner turned out to be VHA, 
she notes.

From the beginning, both com-
panies worked hard to determine 
the strategy and establish infrastruc-
ture for Excelerate, says Sandhu. 
“From sourcing to sales and opera-
tions, we have leveraged expertise 
from both owners.” And, while Ex-
celerate provides a complete port-
folio, the focus has always been to 
provide an enhanced portfolio for 
physician preference items (PPI), 
she points out. Resources such as 
clinical data, market research and 
her team’s experiences/ retrospec-
tive data at Cleveland Clinic have 
aided in the development of  a port-
folio designed to “serve the needs 
of  like-minded members that are 
looking to make evidence-based 
decisions and lower their cost basis 
for patients,” she says. 

That said, developing such a 
portfolio was not an easy task, 

Simrit Sandhu
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notes Sandhu. “It has been an ongoing process since we launched 
Excelerate,” she explains. “We are finally at a point where we be-
lieve we have a best-in-class contract portfolio that can cover the 
PPI needs of  our members while enabling clinical alignment. What 
keeps us motivated is the ability of  Excelerate’s processes to truly 
begin to engage clinicians across entities in evidence-based supply 
contracting and utilization.”

More to come
In the year ahead, Sandhu hopes to build on her team’s success 
landing market-leading contracts for its Excelerate members by 
continuing to drive value, as well as growing the membership base. 
“Our goal is to continue to find new and 
innovative ways to provide contracts and 
services for our membership,” she says. 
“Contract on-boarding is the first step a 
member should take.” She foresees Excel-
erate developing and leveraging the tools 
and resources of  its owners and members, 
in order to provide resources to drive 
utilization management of  products and 
achieve further successes, she points out. 

“We are enhancing physician engage-
ment-driven utilization guidelines that 
help maximize value within and across 
contracts and suppliers,” she continues. 
“We are focused on tools that will create 
cost-performance transparency for cli-
nicians and administrators to enable in-
formed decision making. We realize that 
the future is focused on population health, 
and we will continually strive to make our contract portfolio and 
its supporting analytical tools and services meaningful in this new 
paradigm shift.”

In order to reach this goal, Sandhu counts on support and partnership 
from her suppliers, including a willingness to:

•  Establish shared goals and open communication.
•  Present a united front to the clinical community.
•  Value transparency and data sharing, allowing for performance 

measures to be established for both parties.
•  Focus on value-based innovation that truly drives patient value 

vs. user preference.

•  Understand and respect the IDN’s processes 
and focus on compliance.

• Foster mutual trust.
•  Align a sales model to the IDN’s value-

based sourcing model (Quality/Cost).
• Support the Excelerate program.

Total cost of ownership
Looking ahead, Sandhu anticipates some trans-
formation in healthcare in years to come. For 
one, she believes the industry will be defined 
by “a more clinically engaged, formulary-based 

and evidence-driven approach for procuring 
healthcare products reflected in product stan-
dardization and utilization management-based 
contracting practices,” she says. “Global data 
standards will create transparency to supply 
chain waste, and our contracts will demon-
strate our ability to hold both providers and 
suppliers contractually accountable to helping 
lower supply/service costs. We will begin to 
truly understand and meaningfully impact total 
cost of  ownership and create a more efficient 
supply chain for our patients.” JHC

“ Over the last five-to-seven 
years, we have worked hard to 
build a sustainable cost-basis 
reduction process through 
physician leadership, clinician 
engagement and evidence-
based sourcing efforts. We 
believe that the process and 
its results are valuable to all 
like-minded providers.”
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EXECUTIVE INTERVIEW

A new voice in value analysis: 
The patient
What patients have to say may influence how the FDA  
reviews new medical technologies, and how IDNs acquire them

Clinical evidence and documented patient outcomes may represent 
the Holy Grail for developers – and buyers – of  new medical technologies. But 
in an age of  patient-centered medicine, is it any wonder the patient’s voice is 
getting louder in the development and acceptance of  new technologies?

Since 2012, the U.S. Food and Drug Administration has urged manufacturers 
and developers of  medical technology to factor in patients’ perceptions and tol-
erance of  the risks and benefits of  new technology. Earlier this year, the agency 
issued proposed guidelines to help manufacturers collect and measure patients’ 
perceptions in a meaningful, usable way.

The guidance document (“Factors to 
Consider When Making Benefit-Risk Deter-
minations in Medical Device Premarket Ap-
proval and De Novo Classifications”), which 
was issued in May 2015, makes it clear that 
submission of  patient preference informa-
tion is voluntary on the part of  medical de-
vice manufacturers and developers. That said, 
the agency clearly believes considering patient 
perception is critical in the pre-market (and 
post market) phase of  the product lifecycle.

Assessing patient preferences
“Talking about assessing patient preferences 
isn’t necessarily new,” says Stephanie Chris-
topher, program manager, patient centered 
benefit-risk assessment and clinical trials in-
novation and reform, Medical Device Innova-
tion Consortium, St. Louis Park, Minn. “But 
using [patient preferences] in a regulatory context is fairly new.”

MDIC is a non-profit public-private partnership that operates in partnership 
with the FDA, medical device industry and non-profits to improve the medical 
technology regulatory environment. With a steering committee of  member or-
ganization and FDA representatives, patient advocates, and other experts, MDIC 

published its “Framework for Patient-
Centered Benefit-Risk Assessment” 
around the same time that the FDA 
released its guidance document.

For years, manufacturers – through 
their marketing departments – have 
solicited comments and preferences 
from physicians and other users about 
their products, such as the ease of  use, 
Christopher points out. What’s new is 
trying to determine how patient per-
spectives can be gathered, analyzed 
and quantified, and thus offer scientif-
ically valid information for regulatory 
reviewers, she says. 

Risk/benefit
The FDA won’t approve a device 
that isn’t safe or doesn’t work, re-
gardless of  patient perspectives, says 
Christopher. But patient-preference 
information gives “additional infor-
mation on risks that patients might 
be willing to tolerate in exchange 
for benefits,” she says. “Prior to this 
move to include patient preference, 
the benefit-risk assessment was done 
from the perspective of  physicians, 
clinicians and reviewers. The FDA 
guidance is saying, ‘The safety and 
efficacy doesn’t change; but when 
we’re doing benefit-risk assessments, 
we want to understand the patient’s 

“The FDA guidance 
is saying, ‘The 

safety and efficacy 
doesn’t change; 
but when we’re 
doing benefit-

risk assessments, 
we want to 
understand 
the patient’s 

perspective on 
possible benefits 
and risks of the 

devices we review.’”
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EXECUTIVE INTERVIEW

perspective on possible benefits and 
risks of  the devices we review.’”

Such input is valuable. “Patients 
understand the reality of  living with 
a disease,” says Christopher. “They 
understand their symptoms and 
how they impact their life, and they 
understand what it would mean to 
have some alleviation of  symptoms 
or a disease state, and what risk they 
might be willing to tolerate for that.” 

The MDIC Framework points to 
an FDA study in the area of  obesity, 
where the FDA’s Center for Devices 
and Radiological Health had under-
taken a patient preference study with 
obese patients who were asked about 
several different attributes of  poten-
tial weight-loss medical devices. The 
patient preference study led to the 
development of  a decision aid tool available 
to reviewers who were reviewing new obesity 
medical devices. The January 2015 market-
ing clearance for the Maestro Rechargeable 
System (EnteroMedics, St. Paul, Minn.) for 
certain obese adults, which targets the nerve 
pathway between the brain and the stomach 
that controls feelings of  hunger and fullness, 

was based in part on patient preference in-
formation from the CDRH study. 

Future
“The field of  patient preference is still rela-
tively nascent,” says Christopher. “One area 
for future research – which we talk about 
in our Framework document – is looking at 
what patients would prefer before they have 
experience with a particular technology, and 
seeing if  those preferences are consistent 
with choices made by patients who have ex-
perience with that technology.

“We want to engage patients. But this 
is also an access issue. We are showing that 
there are patients who want access to new 
technologies, and who understand the risks 
and benefits. We’ll see where it is applied.”

The FDA guidance document, “Factors 
to Consider When Making Benefit-Risk De-

terminations in Medical Device Premarket Approval and De Novo 
Classifications” can be accessed at http://www.fda.gov/downloads/
MedicalDevices/DeviceRegulationandGuidance/GuidanceDocuments/
UCM446680.pdf ?source=govdelivery&utm_medium=email&utm_
source=govdelive

The  MDIC “Framework for Patient-Centered Benefit-Risk  
Assessment” can be accessed at http://mdic.org/pcbr/?source= 
govdelivery&utm_medium=email&utm_source=govdelivery. JHC

Analyzing patients’ perceptions of  medical devices in the 
pre- and post-development phases of  the product lifecy-
cle isn’t always a useful exercise, points out the Medical 
Device Innovation Consortium in its “Framework for Pa-
tient-Centered Benefit-Risk Assessment.” Some examples:

•  When the patient is not a major decision-maker or 
stakeholder. An example might be surgical tools, 
because the surgeon is the one who determines how 
the device is to be used.

•  When the disease state, technology, study design, 
and clinical inputs are generally understood by both 

sponsors and FDA staff, and there is significant 
regulatory precedent for approval. 

•  When the benefits of  the technology are so high 
and the risks so low that approval is highly likely. 

•  When the treatment is clearly superior to existing 
therapies such that there exist no benefit-risk trad-
eoffs compared to alternative therapies. 

•  When the treatment addresses an unmet medical 
need with poor outcomes such that the risks of  the 
treatment will not be greater than the risks of  the 
untreated disease. 

When patient input has less value

“Patients 
understand their 
symptoms and 

how they impact 
their life, and 

they understand 
what it would 
mean to have 

some alleviation 
of symptoms or 
a disease state, 
and what risk 
they might be 

willing to tolerate 
for that.”
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STRATEGIC MARKETPLACE INITIATIVE

RFPs rack up suppliers’ costs
Suppliers in the healthcare industry often incur significantly higher 
sales, general and administrative (SG&A) costs than suppliers in most other 
industries. The industry’s approach and use of  the request for proposal (RFP) 
process is a significant contributor.

That was the finding of  a team of  healthcare supply chain executives from 
the Strategic Marketplace Initiative (SMI®), who researched publicly available 
information. SMI is a consortium of  healthcare supply chain executives – pro-
viders and suppliers – who are united to reengineer and advance the future of  
the healthcare supply chain.

SMI industry partner members 
– manufacturers, distributors, and 
service companies – were surveyed 
about the practices associated with 
managing RFPs. Through this sur-
vey data and research collected 
over the past year, the SMI team 
created an executive briefing enti-
tled “RFP Activity: A Contributor 
to Industry SG&A Costs.” It is in-
tended to increase awareness of  the 
impact that RFPs contribute to in-
dustry SG&A costs as well as pro-
mote industry actions that could 
potentially lower SG&A costs for 
providers and suppliers.  

SMI’s survey (and follow-up inter-
views) of  suppliers show that two 
RFP-related factors are largely re-
sponsible for causing SG&A costs 
to rise: 

•  Increasing numbers of 
RFPs. Suppliers identified the 
provider community’s increas-
ing need to reduce cost as the 
major factor. 

•  Rising costs for suppliers to 
respond to RFPs. Using data 
collected in the survey, SMI 
estimates that a supplier’s total 
costs to respond to a single 
RFP can range from $5,000 
to $9000. Many contributing 
factors beyond the proliferation 
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of  RFPs were cited by suppliers for this 
cost increase, including the increasing 
complexity of  RFP response require-
ments, duplicate/repetitive/overlapping 
RFPs, and a lack of  clarity in language, 
bidder requirements, and conditions. 
“Special arrangement” requests that 
require contractual relationships to be 
managed outside of  the standard pro-
cess were also cited by many suppliers 
as being especially resource-intensive 
and problematic. 

While some suppliers have made significant 
strides in reducing their RFP response costs, 

the SMI team concludes that much can still be done by both suppliers 
and providers to reduce costs, including: 

• Increasing the use of  standard terms and conditions.
• Simplifying legal language.
•  Implementing more reasonable response times.
•  Aligning GPO and regional collaboratives to eliminate duplicate 

RFP efforts.
•  Aligning provider sourcing specialists to harmonize the issuance 

of  RFPs.

The SMI Executive Briefing, “RFP Activity: A Contributor to In-
dustry SG&A Costs,” includes strategies that enable suppliers to achieve 
process improvements and ideas for providers to help lower costs. It is 
available on the SMI website, free of  charge, at: www.smisupplychain.
com/tools/smi-executive-briefings. JHC

Establishing and enforcing provider policies for the judi-
cious use of  the RFP process, including: 

•  Reducing the overlap/duplication of  RFPs with 
improved coordination among alliances, national 
GPOs, IDNs, regional alliances, etc. 

• Reducing unannounced RFPs and special requests.
•  Executive monitoring of  RFP metrics, including 

volumes of  RFPs issued.
•  Providing longer periods for supplier  

response preparation.
•  Minimizing requests for additional information.
•  Removing questions for suppliers where public 

information is available.
•  Re-evaluating RFP templates to ensure that ques-

tions being asked are meaningful and will influence 
the final decision process.

•  For incumbent suppliers, consider an abbreviated 
RFP focused on pricing and value-adds.

Create a quality review process to promote high quality 
RFPs, including: 

• Accurate product usage data.
•  Accurate identification of  which organizations will 

be eligible to purchase via any resulting contract. 
•  Accurate product identification and cross  

reference lists.
•  Clear specifications of  expected sales support activities.
• Clear and reasonable deadlines.
• Expected terms and conditions.
• A two-way communication/dialogue mechanism.
•  Avoidance of  last minute negotiations and 

changes to an agreement. A Health Industry 
Distributors Association (HIDA) 2011 survey 
revealed that more than half  of  the contractual 
changes that were made in the month prior to a 
contract’s effective date resulted in some form of  
pricing inaccuracy. 

What can providers do?

Source: “RFP Activity: A Contributor to Industry SG&A Costs,” Strategic Marketplace Initiative

Strategic Marketplace Initiative supplier and provider members explored a number of  ideas for providers to support 
industrywide efforts to lower the increasing costs to respond to RFPs, including: 

The Journal of Healthcare Contracting | October 2015 19



HOW A SIMPLE CLINICAL 
PAPER, OR TWO, CAN MAKE 
AN INNOVATION TAKE OFF.
ETT biofi lm and pathogen-laden secretions are 

damaging to a patient’s body and potentially life 

threatening. Such buildup increases the risk of 

infection, work of breathing and may cause emergency 

airway restoration. All of which increases vent days, 

ICU days and total cost of care.

 There is a quick, safe and cost-effective solution: 

endOclear®. This innovation is proven by clinical 

research.(1)(2) The endOclear patented wiper blade 

is designed to effectively clean ETT’s. The process of 

cleaning the ETT takes a mere three to fi ve seconds. 

 Partner with Mercury Medical in the 

endOclear PROCESS IMPROVEMENT PROGRAM. 

Hard dollar cost savings, reduced 

MV days and improvement 

in patient outcomes are 

guaranteed. Call 

Scott Horowitz at 

800.237.6418, 

ext. 3023, to discuss 

this special program.

endOclear PROCESS IMPROVEMENT PROGRAM. 

Hard dollar cost savings, reduced 

MV days and improvement 

in patient outcomes are 

guaranteed. Call 

Scott Horowitz at 

800.237.6418, 

ext. 3023, to discuss 

this special program.

1. Removal of Endotracheal Tube Debris Obstructions by a Clearing Secretion Device, Massachusetts 
General Hospital, Cristina Mietto MD, Kevin Foley RRT, Lindsay Salerno RRT, Jenna Oleksak RRT, 
Riccardo Pinciroli MD, Jeremy Goverman MD, Lorenza Berra MD. 

2. The Use of a Unique Mucus Shaver Clearing Device to Improve Ventilator Weaning, Linda 
Schofi eld RN PhD, Gary W. Saur MBA RRT, Jeffrey Washington MD, McLaren Northern Michigan.

mercurymed.com
800.237.6418

Your Need . . . Our Innovation®
+

MERC-2963_endOclear_Ad_AIRPLANE-PROOF.indd   1 10/28/14   12:42 PM



HOW A SIMPLE CLINICAL 
PAPER, OR TWO, CAN MAKE 
AN INNOVATION TAKE OFF.
ETT biofi lm and pathogen-laden secretions are 

damaging to a patient’s body and potentially life 

threatening. Such buildup increases the risk of 

infection, work of breathing and may cause emergency 

airway restoration. All of which increases vent days, 

ICU days and total cost of care.

 There is a quick, safe and cost-effective solution: 

endOclear®. This innovation is proven by clinical 

research.(1)(2) The endOclear patented wiper blade 

is designed to effectively clean ETT’s. The process of 

cleaning the ETT takes a mere three to fi ve seconds. 

 Partner with Mercury Medical in the 

endOclear PROCESS IMPROVEMENT PROGRAM. 

Hard dollar cost savings, reduced 

MV days and improvement 

in patient outcomes are 

guaranteed. Call 

Scott Horowitz at 

800.237.6418, 

ext. 3023, to discuss 

this special program.

endOclear PROCESS IMPROVEMENT PROGRAM. 

Hard dollar cost savings, reduced 

MV days and improvement 

in patient outcomes are 

guaranteed. Call 

Scott Horowitz at 

800.237.6418, 

ext. 3023, to discuss 

this special program.

1. Removal of Endotracheal Tube Debris Obstructions by a Clearing Secretion Device, Massachusetts 
General Hospital, Cristina Mietto MD, Kevin Foley RRT, Lindsay Salerno RRT, Jenna Oleksak RRT, 
Riccardo Pinciroli MD, Jeremy Goverman MD, Lorenza Berra MD. 

2. The Use of a Unique Mucus Shaver Clearing Device to Improve Ventilator Weaning, Linda 
Schofi eld RN PhD, Gary W. Saur MBA RRT, Jeffrey Washington MD, McLaren Northern Michigan.

mercurymed.com
800.237.6418

Your Need . . . Our Innovation®
+

MERC-2963_endOclear_Ad_AIRPLANE-PROOF.indd   1 10/28/14   12:42 PM



INFECTION CONTROL

Kudos to hospitals and other healthcare facilities that have imple-
mented antibiotic stewardship programs and sound infection-control practices. 
But even their best efforts, taken alone, aren’t enough to stop the spread of  an-
tibiotic-resistant bacteria and C. difficile. Rather, a coordinated approach, involv-
ing all healthcare facilities in a region, as well as state and federal authorities, is 
needed. That is the consensus of  the Centers for Disease Control and Preven-
tion, which released the results of  a study in a Vital Signs report in early August.

CDC projects that a coordinated approach – that is, healthcare facilities 
and health departments in an area working together – could prevent up to 70 
percent of  life-threatening carbapenem-resistant Enterobacteriaceae (CRE) infec-
tions over five years. Additional estimates show that national infection control 
and antibiotic stewardship efforts led by federal agencies, healthcare facilities, 
and public health departments could prevent 619,000 antibiotic-resistant and 
C. difficile infections and save 37,000 lives over five years.

How they spread
Antibiotic-resistant germs – those that no longer respond to the drugs de-
signed to kill them – cause more than 2 million illnesses and at least 23,000 
deaths each year in the United States. C. difficile caused close to half  a million 
illnesses in 2011, and an estimated 15,000 deaths a year are directly attributable 
to C. difficile infection, according to the CDC.

C. difficile and drug-resistant bacteria – such as CRE, MRSA (methicillin-resistant 
Staphylococcus aureus), and resistant Pseudomonas aeruginosa – spread inside of  and be-
tween healthcare facilities in the absence of  appropriate infection control actions and 
when patients transfer from one facility to another for care, says CDC. Even facili-
ties following recommended infection control and antibiotic use practices are at risk 
when they receive patients who carry these germs from other healthcare facilities.

A mathematical model developed by CDC demonstrates how coordination 
could reduce CRE over the course of  five years after the drug-resistant bacteria 
enters 10 facilities in an area sharing patients. For example:

•  The common approach (or status quo) results in 2,000 patients getting CRE, 
impacting 12 percent of  patients in the area – not enough to protect patients.

•  When a facility acts alone to enhance its infection control practices, the 
situation improves. This independent effort results in 1,500 patients getting 
CRE, impacting 8 percent of  patients. While this is an improvement, it is not 
enough to fully protect patients.

•  With a coordinated approach, 
where facilities work together 
to prevent infections and no-
tify each other of  CRE issues 
before transferring patients, 
the modeling shows far fewer 
patients at risk. Four hundred 
patients are predicted to get 
CRE, impacting only 2 percent 
of  patients. This is the needed 
approach to protect patients.

 
The report describes the importance 
of  public health departments taking 
the lead to:

•  Identify healthcare facilities in 
the area and know how they  
are connected.

•  Dedicate staff  to improve con-
nections and coordination with 
healthcare facilities in the area.

•  Work with CDC to use data for 
action to prevent infections and im-
prove antibiotic use in healthcare.

•  Know the antibiotic-resistance 
threats in the area and state.

Complementing the public health co-
ordination, the report recommends 
that hospital owners and healthcare fa-
cility administrators consider steps to:

•  Implement systems to alert re-
ceiving facilities when transfer-
ring patients who have drug-
resistant germs.

•  Review and perfect infection 
control actions in each facility.

Once is not Enough
Individual facilities can’t stop the spread of antibiotic-resistant germs, says CDC. 
It takes a group effort.

October  2015 | The Journal of Healthcare Contracting22



You think it’s clean.

But is it 
Prevantics®  
Device Swab  
clean?

• 5 second scrub time and 5 second dry time

• 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



INFECTION CONTROL

•  Make leadership commitments to join area healthcare-associated-
infection (HAI)/antibiotic-resistance-prevention activities.

•  Connect with public health departments to share data about 
antibiotic resistance and other HAIs.

•  Provide clinical staff  access to prompt 
and accurate laboratory testing for 
antibiotic-resistant germs.

It’s not enough for individual facilities to institute 
antibiotic stewardship programs and practice good infec-
tion control practices. A coordinated effort is needed. The 
Centers for Disease Control and Prevention offers this 
overview of  three approaches to the issue:

Common approach (not enough):
•  Patients are transferred back and forth from facili-

ties for treatment without all the communication 
and necessary infection control actions in place.

Independent efforts (still not enough):
•  Some facilities work independently to enhance 

infection control, but are not often alerted to 

antibiotic-resistant or C. difficile germs coming from 
other facilities or outbreaks in the area.

•  Lack of  shared information from other facilities 
means that necessary infection control actions are not 
always taken and germs are spread to other patients.

Coordinated approach (needed):
•  Public health departments track and alert healthcare 

facilities to antibiotic-resistant or C. difficile germs 
coming from other facilities and outbreaks in the area.

•  Facilities and public health authorities share 
information and implement shared infection 
control actions to stop spread of  germs from 
facility to facility.

Rogue’s list

•  CRE (carbapenem-resistant Enterobacteria-
ceae): Can cause deadly infections and have become 
resistant to all or nearly all antibiotics in use today. 
CRE spread between healthcare facilities, such as 
hospitals and nursing homes, when appropriate ac-
tions are not taken.

•  MRSA (methicillin-resistant Staphylococcus 
aureus): Commonly cause pneumonia and sepsis, 
which can be deadly.

•  Pseudomonas aeruginosa: Can cause healthcare-
associated infections, including bloodstream infec-
tions. Strains resistant to almost all antibiotics have 
been found in hospitalized patients.

•  C. difficile (Clostridium difficile): A germ commonly 
found in healthcare facilities, can be picked up from 
contaminated surfaces or spread from a healthcare 
provider’s hands. Antibiotic use allows C. difficile to take 
over, putting patients at high risk for deadly diarrhea.

Source: Centers for Disease Control and Prevention, www.cdc.gov/vitalsigns/stop-spread

The following are some particularly villainous antibiotic-resistant germs, which the Centers for Disease Control and Pre-
vention labels “urgent” or “serious” threats.

To view the Vital Signs report, go to www.cdc.gov/vitalsigns.

Coordination is key

Source: Centers for Disease Control and Prevention, www.cdc.gov/vitalsigns/stop-spread/infographic.html#infographic1
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INFECTION CONTROL

The U.S. Food and Drug Administration published suggested 
reprocessing methods for duodenoscopes, to be implemented in con-
junction with manufacturers’ recommendations.

The suggestion, published in an FDA Safety Communication in 
August, followed earlier reports of  injuries and deaths attributed to in-
adequate reprocessing of  duo-
denoscopes. Those reports led 
the FDA in February 2015 to 
publish a warning to health-
care providers and the public 
that even the most meticulous 
attention paid to cleaning and 
disinfecting the scopes may 
not be enough to protect pa-
tients from infection passed 
on by other users. One month 
later, in March, the Centers for 
Disease Control and Preven-
tion issued an interim protocol 
for facilities that want to test 
their duodenoscopes for con-
tamination with bacteria after 
cleaning and disinfection. 

Duodenoscopes are flex-
ible, lighted tubes that are 
threaded through the mouth, 
throat, and stomach into the 
top of  the small intestine 
(duodenum). They are used 
in more than 500,000 proce-
dures, called endoscopic ret-
rograde cholangiopancreatography – or ERCP – in the United States 
each year, according to the FDA. ECRP is said to be the least invasive 
way of  draining fluids from pancreatic and biliary ducts blocked by 
tumors, gallstones or other conditions.

Duodenoscopes are complex instru-
ments, which contain many small working 
parts, according to the FDA. Proper clean-
ing and disinfection of  the elevator mecha-
nism is of  particular concern. The moving 
parts of  the elevator mechanism contain 
microscopic, hard-to-reach crevices. If  not 
thoroughly cleaned and disinfected, tissue 
or fluid and residual bacteria from one pa-
tient may remain in device crevices of  a du-
odenoscope, exposing subsequent patients 
to risk of  infection.

Reprocessing measures
Hospitals and healthcare facilities that use 
duodenoscopes can, in addition to meticu-
lously following manufacturer reprocessing 
instructions, take one or more of  the follow-
ing additional steps to further reduce the risk 
of  infection and increase the safety of  duo-
denoscopes:

•  Microbiological culturing. Micro-
biological culturing involves sampling 
duodenoscope channels and the distal 
end of  the scope and culturing those 
samples to identify any bacterial con-
tamination that may be present on the 
scope after reprocessing. Some facilities 
have successfully implemented routine 
or periodic surveillance culturing to 
assess the adequacy of  duodenoscope 
reprocessing and to identify duodeno-
scopes with persistent contamination 
despite reprocessing.

Duodenoscopes  
still on FDA’s radar

Duodenoscopes 
are complex 
instruments, 

which contain 
many small 

working parts, 
according to 

the FDA. Proper 
cleaning and 

disinfection of 
the elevator 

mechanism is 
of particular 

concern. 
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•  Ethylene oxide (EtO) sterilization 
following cleaning and high-lev-
el disinfection. At a minimum, as 
per the manufacturer’s instructions, 
duodenoscopes should be subjected 
to high-level disinfection following 
manual cleaning after each use. When 
possible and practical, duodeno-
scopes should be sterilized, due to 
the greater margin of  safety 
provided by sterilization. 
Since it does not rely on heat, 
EtO gas sterilization may be 
an effective method for heat-
sensitive instruments, such 
as duodenoscopes, which can 
be damaged by high tempera-
tures, according to the FDA.

•  Use of a liquid chemical 
sterilant processing system 
following cleaning and 
high-level disinfection. 
A liquid chemical sterilant 
(LCS) processing system is a 
device that uses a chemical 
solution to destroy all viable forms 
of  microbial life. Notably, because 
this process requires rinsing with 
highly purified (but not sterile) water 
following device sterilization, the 
device does not remain completely 
free of  all viable microbes, says 
FDA. The concentration, exposure 
time and temperature of  a liquid 
chemical sterilant are crucial, 
because inappropriate dilution, 
insufficient exposure, or inadequate 
temperature may result in ineffective 
reprocessing outcomes. 

•  Repeat high-level disinfection. Because a small number 
of  duodenoscopes may have persistent microbial contami-
nation despite reprocessing, some healthcare facilities have 
implemented repeat high-level disinfection (HLD) after the 
first HLD cycle in their duodenoscope reprocessing pro-
cedures, either manually or through the use of  automated 
endoscope reprocessors (AERs), according to FDA. HLD 
involves immersing the device with a disinfectant and is 
expected to inactivate all microorganisms except for large 

numbers of  bacterial endospores. AERs are devices that wash 
and high-level disinfect endoscopes and scope accessories 
to decontaminate them between uses. AERs are designed to 
expose outside surfaces and interior channels of  endoscopes 
to chemical solutions in order to kill microorganisms.

FDA says that it recognizes that not all healthcare facilities can 
implement one or more of  these measures, which require specific 
resources, training, and expertise. Therefore, it is critical that staff  
responsible for reprocessing duodenoscopes have the manufac-
turer’s instructions readily available to promote strict adherence to 
the reprocessing instructions in the device labeling, understand the 
importance of  their role in reprocessing the device, and maintain 
proficiency in performing these reprocessing tasks. JHC

To view the FDA Safety Communication, go to www.fda.gov/MedicalDevices/Safety/AlertsandNotices/ucm454766.
htm?source=govdelivery&utm_medium=email&utm_source=govdelivery

FDA says that it 
recognizes that not all 
healthcare facilities can 
implement one or more 
of these measures, which 
require specific resources, 
training, and expertise. 
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The key to successful purchased services contracting 
can be summed up in two simple words: Think. Strategically.

“I talk with healthcare executives all across the coun-
try every day, and almost all of  them say that they don’t 
have the resources to focus on purchased services,” 
says Chris Heckler, president and CEO of  Valify, a pur-
chased services analytics firm. “When you ask these 
executives how they identify what categories to work 
on, they typically use a reactive work plan, where they 

conduct an RFP whenever a contract is going to expire. 
That is not strategically managing your business. 

“They need to use a proactive approach where they 
use data to identify the largest spend categories and 
then extend all of  the vendor agreements in that cat-
egory to be coterminous. Once that’s completed, then 
they can go out to the market and get the best savings 
opportunity available because they are bringing more 
volume and compliance to the vendors.”

Purchased
Services:
A strategic approach
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Purchased Services: 
A strategic approach

The opportunity
About 35 percent of  a hospital’s non-labor spend falls un-
der purchased services, says Heckler. “Some might think 
this is high, but when you include insurance and financing 
fees, the number can actually greatly exceed this. Since pur-
chased services touches every department in a hospital, the 
decentralized nature makes the savings opportunity huge.”

Yet many providers may not see the forest for the trees. 
That is to say, they lack visibility and understanding of  the 
size of  the opportunity, says Heckler.

“If  they understood the savings 
opportunities that they are missing, 
they would dedicate more resources 
to this area. When we provide a CFO 
the visibility into all of  the vendors 
they’re using in a category across all 
of  their facilities, their total spend for 
a category, and how they compare to 
their peers across the industry, they 
can quickly see the savings opportu-
nities and execute accordingly.”

The lack of  industry benchmarks 
is another impediment to strategi-
cally managing purchased services, 
he says. “Hospitals have historically 
had to hire expensive consultants to 
complete a purchased services assessment in order to find 
savings opportunities. This took months to complete, it 
disrupted the workforce with onsite interviews, and they 
would end up with a hard copy document that may or may 
not be executed on.”

Attacking the problem
Purchased services typically touch multiple departments 
in the hospital, so the provider can work on several cat-
egories simultaneously, says Heckler. Three promising ar-
eas of  opportunity are IT hardware and related service 
contracts, temporary staffing, and advertising.

“These three always have big savings opportunities, be-
cause they don’t typically go through supply chain’s struc-
tured procurement process. The decision-makers in these 

areas are also primarily concerned about the quality and 
urgency of  their need. It’s hard to make strategic decisions 
in a short amount of  time.”

Best-in-class hospitals use a value analysis approach – 
with someone from the department sitting on the value 
analysis committee – to purchased-services decision-mak-
ing, says Heckler. “It is a great way to keep the depart-
ments happy and increase their commitment, because they 
get to have a say in the entire process. This is their world, 
and they won’t like part of  it being taken away. So being 

able to explain that they are going to 
be involved in the process will help 
eliminate any pushback.”

The supply chain executive may 
not be an expert on the service in 
question, but his or her team should 
play a key role in the process. Sup-
ply chain “simply gathers the rel-
evant information for that category 
(such as specs, quality, service levels, 
etc.) from their expert and then uses 
their standardized contracting pro-
cess to check the market, conduct 
the RFP and negotiate the contract,” 
says Heckler. “In this way, he or she 
makes sure that any compliance or 

contract language updates are being used on all agreements, 
which, of  course, lowers their liability exposure.”

Drawing up the contract
Because purchased services categories are so diverse and 
touch every department in a hospital, there is no way a 
single key performance indicator, or KPI, makes sense for 
all categories, says Heckler. Valify provides clients with an 
automated source for benchmarking the performance of  a 
purchased services category. “We do not give [clients] the 
price they should pay for the service,” he says. “We compare 
their performance across six key performance indicators, 
which are used by experts across the healthcare industry.

“This is very powerful information to have at your 
fingertips in order to quickly find massive performance 

Chris Heckler
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Purchased Services: 
A strategic approach

disparities across each location within an IDN or across 
all of  our clients. For example, you could compare the 
price per square foot you are paying to heat and cool one 
of  your facilities in Florida against all of  your hospitals in 
that state. This is a relevant metric to quickly identify if  
the hospital should look into renegotiating its contracts or 
bring in a utility monitoring vendor to help.”

In their contracts, IDNs should always include a “termi-
nation with convenience” clause, says Heckler. Such clauses 
allow the hospital to terminate for any reason, as long as 
the vendor receives an agreed-upon notice. It usually also 
includes a reasonable payout to the vendor for work per-
formed in good faith as of  the date of  the termination.

Performance guarantees
Another “must” in any purchased ser-
vices agreement is the performance 
guarantee. “If  you are outsourcing a 
service, you made that decision for a 
reason,” says Heckler. “Typically, it 
was a financial decision, but it can be 
a quality decision, too. You need to 
put guarantees in the agreement that 
your costs won’t go over X amount 
per month, or your HCAHPS [patient 
satisfaction] scores won’t go below a 
certain number, or must reach a certain 
number. Things that are vital to the re-
lationship need to be in the contract, and the vendor gets 
penalized for under-performance.”

And the penalties must be formidable.
“The threat of  losing the contract is no longer a good 

enough stick, because the vendors know that it takes a lot 
of  time to unwind an outsource agreement, and that they 
can typically apologize and do something to make the pro-
vider happy and forget about the problem.” But the threat 
of  a big penalty “will force the vendor to proactively mon-
itor the conditions of  the relationship and mitigate issues 
before they happen.”

Monitoring the vendor’s performance after the con-
tract has been signed is essential, says Heckler. 

“Everyone is so busy, that they typically move on to 
the next fire they have to put out, and they might not look 
back at this category for six months or longer,” he says. 
“If  something is out of  whack or a facility never imple-
mented the new agreement, your expected savings will be 
completely off. This can ruin budgets and goals.” Valify 
offers an automated performance tracking tool, which 
generates monthly alerts if  the vendors are not perform-
ing as expected. “This eliminates the surprises that often 
happen after completing a big project.”

Supply chain executives should be alert to “internal road-
blocks” that can delay implementation of  a new contract, 
particularly one with a new service vendor, says Heckler.

“Changing purchased services vendors can be an emo-
tional process, depending on the category because [hospi-
tal department heads] have worked with their vendor for 
years and know their contact well. So, in a large IDN, it 
is very easy for a department head at one facility to avoid 
converting to the new vendor by any means necessary. 
They might not return phone calls, emails, etc. It might 
take months for the newly signed vendor to get hold of  
them. The longer they can delay the conversion, the more 
money their friend makes and less disruption their depart-
ment has to go through. 

“But they are just delaying the inevitable, and it doesn’t 
look good to management.” JHC

“ The threat of losing the contract is no 
longer a good enough stick, because 
the vendors know that it takes a 
lot of time to unwind an outsource 
agreement, and that they can 
typically apologize and do something 
to make the provider happy and 
forget about the problem.”
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Purchased Services: 
A strategic approach

Supply chain executives have no shortage of opportu-
nities to provide value to their health systems. Purchased 
services is one such opportunity, and a big one at that.

The supply chain director is the ideal standard-bearer 
for purchased services contracting, bringing efficiency and 
quality to the process and resulting service, say Eric Slimp, 
operations analyst, and Lyle Ellerbach, vice president, of  
MD Buyline, the Dallas, Texas-based strategic sourcing 
and contract management company, 
focused on healthcare. Perhaps with as-
sistance from a third party, and certainly 
with input from the user departments, 
the supply chain team is well-equipped 
to research options among vendors and 
present them dispassionately to the de-
partments and CFO. “That’s the ideal 
situation,” says Slimp.

Unfortunately, purchased-services 
decisions are often made by depart-
ment stakeholders without supply 
chain’s assistance, adds Slimp. These 
stakeholders may carry the flag from 
start to finish, often looking only at 
one service provider – frequently, 
the incumbent. Then they present 
their findings to the CFO, who may 
or may not fully understand the ser-
vice under discussion. 

The result? “You can see different 
departments doing their own thing,” 
says Slimp. The hospital or IDN may 
end up with multiple contracts for 
the same service, such as document management and 
shredding services. The IDN loses the opportunity to lever-
age its volume and generate competition among service  

providers, and must manage multiple contracts and moni-
tor the performance of  multiple service vendors. 

Says Ellerbach, “When departments manage the process 
from beginning to end, each one meets their own goals, but 
not necessarily the strategic goals of  the hospital or IDN.” 
It’s much better to handle purchased services as many IDNs 
handle medical equipment, where the user department makes 
clear its clinical applications and needs, then hands over 

sourcing and contracting responsibilities 
to supply chain. “This brings consistency 
on the contract side,” he says. “And con-
sistency means success.”

Where to start?
Environmental services may be a good 
place to start, says Slimp. It’s typically a 
huge spend area, and IDNs often con-
tract with multiple providers for it. What’s 
more, environmental services is usually a 
competitive market, with national and lo-
cal service providers ready to vie for the 
business. Meanwhile, dialysis services is a 
“fairly simple but high-impact category,” 
he adds. It is a fairly commoditized ser-
vice, and, because there are just a couple 
of  service providers, the IDN can easily 
establish a competitive situation. 

Another area ripe with opportunity 
is transcription services, says Ellerbach. 
With technology continually improv-
ing, “it’s a tumbling market in terms of  
price,” he says. Reference labs represent 

another opportunity, simply because of  the sheer dollars 
involved. “If  you can standardize cost per test over a wide 
range of  tests, you can save substantial dollars.”

Step up to the plate
The supply chain director is the ideal standard-bearer for purchased services contracting

Eric Slimp

Lyle Ellerbach
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A strategic approach
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Purchased Services: 
A strategic approach

The contracting process
A good place to begin the contracting process is with an 
existing contract, says Slimp. If  the service provider offers 
appropriate service levels, and the IDN’s usage of  that 
service is consistent, the supply chain team can use that 
contract as a basis for specs in an RFP. And issuing formal 
RFPs is the best way to proceed, he adds. When the IDN 
sends out a uniform bid request, vendors respond in the 
exact same format, making it easy for the IDN – or third-
party consultant – to compare service offerings. 

Third-party consultants, such as MD Buyline, offer ad-
vantages in that they bring an industry-wide perspective to 
the process, and can bring questions to the table of  which 
the IDN might be unaware, adds Ellerbach. “We see hun-
dreds of  contracts for transcription services, for example, 
and we can see which methodology is most widely accepted.

“Remember that the majority of  purchased services 
are a lot more quantifiable than people want to think,” he 
adds. Knowing the key metrics makes it easy for supply 
chain to contract and then monitor the vendor’s perfor-
mance throughout the life of  the contract. E.g., for linen 
services, key metrics might be pounds or units delivered; 
for blood services, volume purchased; and for transcrip-
tion services, lines or characters transcribed.

“The idea is to incentivize the service provider around 
quantifiable metrics,” says Slimp. For example, in a ref-
erence lab contract, the IDN should look at turnaround 
time and accuracy.

“We recommend hospitals review performance at 
least on an annual basis,” he continues. During those 
reviews, the IDN and vendor can discuss the vendor’s 
performance as well as ways that performance can be 
improved in the coming year. If  the contract includes 
incentives or penalties, sit-down meetings provide an op-
portunity to look at incentives paid or credits charged. 
“Just having an open dialogue with the service provider 
is important,” he says.

An important component in any purchased-servic-
es contract is clearly defined termination language, says 
Slimp. “Make sure you have a way out, either with cause or 
without cause.” Price escalation language should also be 
included. “You want to make this as concise as possible.”

Ellerbach urges IDNs to pay close attention to con-
tract-renewal provisions, particularly so-called “automat-
ic” or “evergreen” renewal terms. “You want to make sure 
these are advantageous to you,” he says. “You don’t want 
to get into a situation where things just continue to roll 
without review or negotiation.” JHC

AmSurg Corp., Ambulatory Services Division
Nashville, Tenn.
Todd Hamilton, vice president supply chain

Purchased service: Medical waste removal

The situation: Approximately two and a half  years ago, 
AmSurg – which today is a majority owner of  more than 
250 ambulatory surgery centers – recognized an oppor-
tunity to improve the terms and conditions, and lower 
the costs, associated with medical waste removal. Because 
the company grows by acquisition, it had inherited many 
disparate medical-waste contracts, each with its own set 
of  terms and conditions, as well as price. For years, these 
contracts self-renewed at higher rates.

The approach: Working with Parallon, Hamilton and his 
team examined the terms and conditions of  each contract, 
worked to standardize them, and made all contracts coter-
minous with each other, so that all expired on the same 
date. The approach gave AmSurg leverage to negotiate a 
systemwide contract with more favorable terms and pricing.

The outcome: Between 15 and 30 percent savings in the 
medical waste category.

Keys to success: 
When multiple facilities are involved, make all medical waste 
contracts coterminous, so they expire at the same time. Even 
if  the initial cost savings aren’t huge, doing so gives the pro-
vider more control over cost increases and renewal terms.
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Purchased Services: 
A strategic approach

Midtown Medical Center
Columbus Regional Health
Columbus, Ga.
Doug Colburn, vice president of operations

Purchased service: Linen services

The situation: Approximately a year and a half  ago, 
Columbus Regional began tackling approximately 25 
purchased services categories with the assistance of  
ServiceTrust, the purchased services sourcing arm of  
HealthTrust. The one that represented the greatest op-
portunity for savings was linen services. Columbus Re-
gional had operated its own linen service prior to out-
sourcing it in 2010. That contract stood in place for five 
years when Colburn issued an RFP to the incumbent 
vendor and four others. 

The approach: An RFP was issued to the incumbent 
vendor and four others.

The outcome: A new contract was signed May 2015, 
with an annual savings of  30 percent.

Keys to success:
1.  Conduct site visits to all vendors participating in the 

RFP. (In Columbus Regional’s case, the supply chain 
team was accompanied by directors of  environmental 
services and linen services, and linen manager.)

2.  Get help when/where you need it. Columbus Regional 
had analytics and contracting assistance from Service-
Trust’s linen-services specialists.

3.  Ask and you may receive. Issue RFPs for purchased 
services every three to five years, regardless of  how 
fair a price or how good a service you think you’re get-
ting. You might be surprised at the amount of  money 
you can save simply by testing the waters.

Sisters of Charity Health System
Cleveland, Ohio
Andy Motz, chief procurement officer

Purchased service: Transcription services

The situation: The health system’s chief  procure-
ment officer has procurement oversight of  four hos-
pitals – two in Ohio, two in Columbia, S.C. Two dif-
ferent vendors were providing transcription services 
for three of  the hospitals; the fourth hospital had an 
in-house transcription operation. 

The approach: After having changed GPOs in October 
2013, Motz asked HealthTrust’s ServiceTrust team to help 
assess several purchased services, including transcription, 
blood utilization, elevator services and clinical engineer-
ing. In December 2013, Motz’s team issued an RFP for 
transcription services to five vendors (including both in-
cumbents at the three hospitals outsourcing the service.)

The outcome: Contract with vendor was signed spring 
2014, with annual savings close to 20 percent. Service lev-
els (e.g., turnaround time) have improved as well.

Keys to success: 
1.  Profile potential vendors carefully prior to issuing the 

RFP. In this case, Motz and his team made sure that 
each vendor was capable of  servicing all of  the health 
system’s facilities, which are separated by 800 miles.

2.  Present potential vendors with meaningful, accurate 
information (in this case, annual utilization of  tran-
scription services).

Lesson learned: Collaboration among all stakeholders, 
including IT, is key from the start, in order to ensure a 
swift and effective conversion.
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PURCHASED SERVICES SOLUTIONS

Valify
Purchased services represent on average 35 percent of the total non-
labor spend in hospitals and IDNs – often higher than the amount spent on sup-
plies. Procurement teams can achieve significant savings for their institutions by 
establishing a proactive approach to identifying savings in these areas. By leverag-
ing newly available analytics solutions, these teams will uncover savings opportu-
nities that have not been apparent in the past, increasing their scope of  influence 
in departments that haven’t historically relied on centralized contracting.

Valify – the industry’s only automated purchased services solution – provides 
categorization, performance benchmarking, project tracking and contract manage-
ment features that help teams proactively realize these new savings opportunities.

Opportunity
Hospitals and IDNs utilize centralized contracting for supplies, but typically rely on local 
decisions for a large diversity of purchased services. The lack of standardization in service 
offerings and the absence of part numbers prevent easy apples-to-apples comparisons 
across vendors. Solving these problems internally means utilizing valuable contracting pro-
fessionals whose time may be better spent on RFPs, negotiations and implementations.

Valify’s automated categorization solution provides the missing visibility by cat-
egorizing 95 percent or more of  an organization’s total non-labor spend in only five 
days and providing an intuitive view into over 1,000 purchased-service categories. 
Its vendor consolidation metrics and KPI category performance benchmarks iden-
tify savings opportunities, helping contracting professionals transition from digging 
in Excel to spending meaningful time realizing savings.

Savings projects and contract management
In busy organizations, it’s easy for projects to not realize their expected sav-
ings due to a lack of  visibility and follow-through in implementation. Valify’s 

savings project tool auto-updates and 
tracks the performance of  a proj-
ect, and alerts users when they start 
trending poorly.

Procurement teams can also uti-
lize Valify to manage their external 
projects and eliminate the back-and-
forth over a consultant’s contingency 
fee by relying on accurate and trans-
parent realized savings reporting. 

The new, intuitive contract man-
agement feature helps organize con-
tracts into appropriate categories; 
assists users with achieving co-ter-
minous contracts in each category; 
highlights candidates for contract 
standardization; tracks diversity spend 
across the organization; and alerts the 
procurement team when a contract is 
going to expire. It’s a one-stop-shop 
for all of  your purchased-service con-
tract management needs.

Getting started
Hospitals and IDNs can purchase 
Valify as an affordable monthly sub-
scription, and can begin working on 
new opportunities within days of  
providing data. Purchased services 
presents a significant opportunity 
for procurement teams to positively 
impact their organization, and Val-
ify is the only solution on the mar-
ket which enables an automated, 
data-driven approach to achieving  
these savings. JHC

Editor’s note: Sponsored by Valify
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Valify is the only SaaS 
analytics benchmarking 
tool on the market today 
for managing purchased 
services in healthcare.

The savings achieved by 
one  of your peer health 
systems in a single category 
representing an annualized 
direct profit impact. 

It more than paid for 
the investment in VALIFY. 

And it was achieved in the 
first month.

Make your own stories like 
this one. Contact us today 
for a demo.
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Purchased services represent 35% of the non-labor spend for a hospital. If 
you impact that number by 5% (worth millions), how would you use that newly 
created profit?  

So do you really know where to look for savings? Can you benchmark against 
like organizations? Do you have visibility into all categories from a single view? 
Are you able to track the performance of your savings strategies? 

Are any of these things AUTOMATED? 

If you are using Excel, your ERP software or both, then your answer is NO.

So stop playing with Excel and the wrong software and say YES to VALIFY.
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Stop playing with Excel. 
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EVALUATING CLINICAL EVIDENCE

Where’s the Proof?
Supply chain executives and their clinical users/customers are bombarded with 
“clinical evidence” to support vendors’ claims about the efficacy of medical 
technologies. How reliable is it? 

A team of HealthTrust experts agreed to field ques-
tions from The Journal of  Healthcare Contracting about the 
“dos and don’ts” of  evaluating clinical evidence, including 
whether to rely on studies conducted by manufacturers, 
how to counter supplier objections and hold them account-
able, along with reliable resources to turn for assistance.

Their consensus: If  clinical evidence is necessary to 
inform supply chain decisions, its evaluation should be 

a multidisciplinary exercise by people who know how to 
read studies, interpret statistics, understand trial design, 
and ask the right questions of  researchers and practicing 
physicians. The review team must also unearth contex-
tual information, such as product characteristics that are 
indispensable to physicians, the reimbursement inten-
tions of  managed care payers and the scope of  overall 
clinical program requirements.

The roundtable participants were:
Michael Schlosser, MD, 
FAANS, MBA, chief  medi-
cal officer of  HealthTrust 
and a board-certified neu-
rosurgeon. He previously 
served in leadership roles at 
TriStar Centennial Medical 

Center in Nashville, including chief  of  staff  and 
chief  of  surgery. Dr. Schlosser also worked as medi-
cal director for Parallon Supply Chain Services, col-
laborating with the HCA Clinical Excellence team 
to enhance physician engagement with supply and 
purchasing decisions.

Lynn Tarkington, RN, BS, 
assistant vice president of  
physician and clinical services 
at HealthTrust. She previ-
ously served as assistant vice 
president of  the clinical team 
for SourceTrust, Health-

Trust’s medical device sourcing service, and prior to 
that in HCA’s corporate Quality Department leading 
the Clinical Cardiovascular Management Network.

Mark Dumond, assistant vice 
president of  technology services 
for HealthTrust and leader of  the 
Information Technology Advi-
sory Board. His previous work 
focused on contracting and clini-
cal operations for HealthTrust. 

Dumond has extensive hospital experience in both pediatric 
and adult environments.

Robin Cunningham, RN, 
MSN, a director for physi-
cian services at HealthTrust. A 
cardiovascular care specialist, she 
previously served in leadership 
positions with HCA for 25 years. 

Jarad Garshnick, BBA, MBA, 
a director for physician services 
at HealthTrust. His background 
includes medical device sales for 
major spinal implant manufactur-
ers, in addition to new business de-

velopment and supply chain management for the 3M Company. 
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Journal of Healthcare Contracting: On the 
provider side, who should review and cri-
tique the reliability of clinical evidence?
Tarkington: The classes of  clinical evidence, 
from randomized clinical trials to case studies, 
are fairly well defined in the world of  medi-
cine. However, the class of  evidence alone 
doesn’t tell you its importance or relevance 
in medical decision-making. The review team 
at HealthTrust always seeks additional levels 
of  evidence for a particular product and con-
sults with an appropriate physician advisor to 
confirm the information – specifically, when 
the product falls in a physician preference or 
clinically sensitive category. If  we’re looking 
at a product in the orthopedic category, for 
example, we would do some of  the back-
ground research and then have an orthopedic 
physician or surgeon review the studies we 
find, to determine if  the provided evidence is 
reliable and applicable.

JHC: Ideally, what should such evidence 
demonstrate?
Schlosser: I think ideally the evidence fo-
cuses on how the product is going to be used 
in the clinical situations end users are going 
to face. Unfortunately, even studies that are 
otherwise of  good quality don’t always apply 
to real-world patients. They pertain to ideal-
ized situations – academic settings and highly 
selected patients – not how the product is go-
ing to function in a community hospital. 

JHC: In order to market their devices in 
the United States, developers of medi-
cal devices need 510(k) or PMA clear-
ance from the FDA. Should the hospital 
or IDN consider the clinical evidence 
submitted to the FDA by the vendor in 
order to get marketing clearance suf-
ficient to bring a product into the IDN? 
Why or why not?

Dumond: When it comes to PMA approvals, the FDA requires clini-
cal evidence. The PMA process applies to life-sustaining devices such 
as implantable cardioverter defibrillators, pacemakers and drug-eluting 
stents. The majority of  other devices – from toothbrushes and con-
doms to hips, knees and cervical implants – go through the 510(k) pro-
cess to establish substantial equivalence to something that is already on 
the market. Usually, that only requires bench testing. About 300 items 
go through the 510(k) process per month, which takes up to 90 days 
and $6,000 to complete. That compares to only a handful of  PMAs, 
taking up to five years and potentially millions of  dollars in clinical tri-
als to substantiate. So depending on the pathway, the evidence submit-
ted to the FDA may or may not answer an IDN’s question about how 
the technology should be deployed in its facilities.

The difficulty for hospitals is staying on top of  all of  the supple-
ments made to those original PMAs. We recently worked on a white 
paper about neurostimulation devices, and two of  the big manufac-
turers each had over 200 PMA supplements because something had 
changed since the original PMA submission. Supplements get issued 
for a variety of  updates such as a new indication, changes in packaging 
or sterilization, or relocation of  manufacturing. Each of  these changes 
could raise new questions about the safety, efficacy or cost-effective-
ness of  the device.

Tarkington: It’s a lot harder to make side-by-side comparisons of  
510(k)-cleared devices, because oftentimes there isn’t any clinical evi-
dence. In those cases, we really have to hunt for case studies and may 
only find a journal report or two on 25 patients and we’re back to 
questioning the value of  the evidence. In the absence of  anything else, 
that’s what we’re forced to go on.

“ The evidence submitted 
to the FDA may or may 
not answer an IDN’s 
question about how the 
technology should be 
deployed in its facilities.” 

– Mark Dumond
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Cunningham: And many of  the available clinical studies for 510(k) 
approvals include only animal testing. It’s hard to assess a product 
that’s going to be used on humans when all you’ve got from a clinical 
standpoint is testing on mice.

JHC: What’s wrong with studies conducted by the manufac-
turer, or on behalf of a manufacturer by a third party?
Garshnick: I think most studies done by manufacturers are subjective 
and don’t show true head-to-head comparisons with other products in 
the same category, nor do they apply to real patients in the field. It’s a 
struggle when the supplier is asking for premium pricing and yet can’t 
demonstrate that its product is superior to like products or an earlier 
iteration of  the same technology.

Tarkington: For some of  the PMA products, manufacturers will 
sometimes provide grants for studies through a third party. In car-
diology, for example, the manufacturer of  a new stent or pacemaker 
may also be financing the study. Those are very large, randomized con-
trolled trials and there’s a lot of  rigor around them so the supplier can’t 
influence the results.

Schlosser: The difference with 510(k) products, where suppliers are 
conducting post-market studies, is that there’s no oversight of  the study 
design, as there is with PMAs. If  you’re sponsoring a PMA as a sup-
plier, the FDA reviews the trial design to ensure there aren’t biases. But 
when a vendor funds a 510(k) study, no one sees it until it appears in a 
publication. Suppliers are very good at influencing results by selecting 
the physicians who they know have good outcomes to participate in 
these post-marketing studies. 

Tarkington: In their marketing, suppliers 
will claim their product is “new and better.” 
But by FDA definition, a 510(k)-cleared prod-
uct didn’t make a substantial enough change 
to require a PMA. So if  they make this claim 
of  efficacy and superiority, it’s not necessarily 
for a proven, scientific reason.

The federal government has a website – 
clinicaltrials.gov – housing all PMA trials and 
some of  the 510(k) filings. The government 
has reviewed the design of  all of  those trials. 
It’s a good place to look to see if  a product 
has had a trial. 

Garshnick: HealthTrust established a new 
Physician Advisors Program earlier this year 
to engage clinical experts around the coun-
try to analyze evidence-based data on medical 
device utilization and engage in discussions 
around specific product and service line cate-
gories. Their role includes providing feedback 
on new and future technology and treatment 
options, and identifying promising research 
opportunities. The common goal of  physi-
cians in the program is to improve the quality 
and efficiency of  patient care by developing a 
clinical foundation for purchasing decisions.

JHC: Developers of innovative technol-
ogies sometimes argue that because 
their technology is new, they haven’t 
been able to document a track record 
on its effectiveness. How does the 
supply chain executive handle such  
an objection?
Schlosser: A culture change needs to occur 
around the way we look at new technology. In 
the past, we’d rush to bring new technology 
to patients and potentially adapt the way we 
used it over time as we learned more. That 
was an expensive process, because the new 
technology always had a higher price and 
wasn’t necessarily delivering better outcomes. 

“ It’s hard to assess a 
product that’s going 
to be used on humans 
when all you’ve got from 
a clinical standpoint is 
testing on mice.”  

– Robin Cunningham
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We had to wait for time to elapse before we knew if  the outcomes were 
going to be better. 

We want to help flip that process around, so vendors are expected 
to invest the time, money and research to document clinical outcomes 
before their product is released into a live situation. A screening pro-
cess should be set up by value analysis teams to look at the evidence 
critically and determine if  it suggests that a product adds value and 
deserves to be brought into everyday use, or if  it is still in the research 
phase and needs to be kept out until there’s better evidence behind it. 
HealthTrust can provide value analysis teams with support, evidence 
and interpretation of  that evidence.

Cunningham: With backing from its professional societies, cardiolo-
gy has for many years done a very good job of  ensuring products come 
to market backed by large randomized, controlled and peer-reviewed 
clinical trials.

Tarkington: Even after these randomized controlled trials, the 
thought leaders will challenge the evidence, and I think that’s good for 
patients in the long run. 

Dumond: When PMAs come out, value analysis teams at the facility 
level need to negotiate with their managed care providers to ensure 
the device is covered. If  not, and the product is very costly, it could 
really hurt them operationally. On the Medicare side, the federal gov-
ernment will occasionally make an additional pass-through payment 
for a year or two after a device hits the market if  the cost of  using it 
is substantially higher for providers than the predecessor treatment. 
Sometimes suppliers are able to skip the FDA panel approval process 
entirely, so teams lose the usual six-week window until full FDA ap-
proval to meet with their managed care providers and learn if  there 
will be a pass-through payment. 

Tarkington: On PMA approvals, we prepare 
12 to 15 evidence reports annually covering 
the economic impact. Although we won’t 
know the price of  a new product until the 
FDA approval happens, vendors may tell us 
if  they think it will be priced the same or 
higher than the product it’s replacing. Then, 
we can research if  they’ve talked to the gov-
ernment about additional payment or at least 
what DRG the product is going to fall into, so 
we can make a good guess. Our review might 

indicate a device will cost $1,000 more, for 
example, but it’s going to fall into the same 
DRG and get a $600 new tech add-on. 

Schlosser: At HealthTrust, it’s the full-time 
job of  our clinical research team to look at 
clinical evidence and engage physicians, and 
then assemble that information in a way 
that’s usable by our membership. They’re 
not only looking at PMA and 510(k) approv-
als; they’re also reviewing product recalls 
and other issues that impact patient care, in 
some cases working directly with suppliers 
and contract managers.

JHC: Do you typically have market share 
information to know if a product is going 
to cause a certain amount of disruption? 
Tarkington: We were recently researching 
new stents, and it would have been helpful to 

“We want to help flip that process around, so 
vendors are expected to invest the time, money 

and research to document clinical outcomes 
before their product is released into a live situation.” 

– Michael Schlosser
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know about their market share in Europe, where the products were al-
ready commercially approved, to help us make predictions about usage 
here. However, it’s very hard to get that information, so often all we 
have to go on is what the vendor tells us. In any case, “market share” in 
Europe means something different than it does in the States.

Garshnick: In Europe, you have a year to “test” a new product in the 
market, draft the outcomes and present those findings to regulators. 
The process for doing that differs country to country. 

Schlosser: A vendor will often say a product has been on the market 
in Europe for a year and had great outcomes, but buyers don’t realize 

that is hasn’t actually gone through an approval process. So, unless you 
understand the nuances of  how products get approved in Europe, it’s 
not really useful information.

Tarkington: I had a stent supplier tell me it has 30 percent market 
share in Europe, but it couldn’t break that out by country. So I finally 
asked, “Do you have approval in China?” “No.” “Japan?” No.” Those 
are two big markets for stents. I still don’t know the denominator for 
that 30 percent.

Dumond: In terms of  approvals, we’re usually a year behind Europe, 
and Japan is a year behind us.

JHC: To what extent can the hospital or 
IDN hold the vendor accountable for 
the performance of the device/equip-
ment after it is in use in the healthcare 
facility? What if the hospital’s experi-
ence does not match that of the clinical 
evidence presented by the vendor?
Schlosser: This does happen and hospitals 
absolutely should hold vendors accountable 
for device performance and claims made 
when the device was brought to market. 
However, to do that, they have to track out-
comes. Fortunately, that is becoming more 
of  a normal part of  the day-to-day business 
of  medicine. If  a device is under-perform-
ing, hospitals should consider removing it 
from use until data is available to understand 
the evidence.  

Garshnick: With many medical devices, you 
don’t really understand outcomes until a year 
or two after they’ve been implanted. And you 
may never have the full picture because pa-
tients who feel better probably aren’t going 
to go back to their physician to talk about it 
and physicians don’t have time to track them 
down for follow-up. So outcomes can be dif-
ficult to track and manage. 

Dumond: You can also check the govern-
ment’s MAUDE (Manufacturer and User 
Facility Device Experience) database for any 
adverse outcomes associated with devices and 
equipment. Issues are reported by facilities, cli-
nicians, vendors – even patients; they include 
anything from skin reddening after a CT scan 
to death after having heart valve surgery. The 
FDA monitors MAUDE, as do we, looking 
for patterns. It’s all public knowledge, but it’s 
very hard to tie the information together due 
to patient privacy protections. You may find 
500 listed items for a product, but they repre-
sent only 200 actual patients. When a problem 

“ It’s a struggle when the 
supplier is asking for 
premium pricing and yet 
can’t demonstrate that  
its product is superior to 
like products or an  
earlier iteration of the 
same technology.”  

– Jarad Garshnick
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is detected, the vendor may initiate a recall and send out a letter to the 
affected physicians. For more serious “Class I” issues, the FDA requires 
the vendor immediately pull the product from the market. In my experi-
ence, if  you keep your eyes open and know what to look for, it’s possible 
to stay ahead of  the recalls – voluntary or otherwise. 

JHC: To what extent can the IDN supply chain executive rely 
on others to “vet” the clinical evidence presented to him/her 
– GPO, professional associations (e.g., physician, lab, nursing, 
surgeon, etc.)?
Tarkington: HealthTrust has a team dedicated to doing that now. 
We’re a resource for member hospitals that have questions or want us 
to further research evidence presented to them by a supplier. As for 
professional associations, that’s where we frequently go to find or vet 
research. They might have guidelines, white papers or consensus state-
ments about a particular technology we’re investigating.

Schlosser: My team evaluates different classes of  evidence, and 
then our physician advisors tell us what it means in their actual 
day-to-day practice.

Garshnick: Even from a physician’s standpoint, clinically “better” is 
often subjective, because it is in reality a description of  a feature, func-
tion or benefit of  an instrument or tool. Physicians have preferred 
ways of  using products and assign value to specific attributes. That’s 
why we consult with physician advisors from around the country, ask-
ing them what it is about certain products that make them irreplaceable 
and, conversely, what is not an important differentiating characteristic. 
That’s more than the clinical evidence alone would tell us.

Dumond: It’s also noteworthy that when we attend national meet-
ings, we don’t just go to the vendor fair. We sit in on presentations 

about late-breaking trials, where we hear 
comments from participating physicians that 
are many times very different than what ven-
dors are saying.

Cunningham: Many of  the major sup-
pliers can also be very helpful in that 
they release information about hospital 
and physician reimbursement, DRGs and 
CPT codes at the same time they release 
a new product. It’s a starting point for 
further digging. Understandably, hospital 
operators want to know if  there will be a 
return on their investment for high-cost 
products such as TAVR (transcatheter 
aortic valve replacement). 

When the TAVR procedure was intro-
duced, many hospitals jumped on the band-
wagon without considering the financial 
repercussions. The cost of  resources and 
products to perform a TAVR procedure far 
exceeds the reimbursement. When taking 
this into account, it is important to consider 
the competitive market, demographic need 
for the procedure and financial impact of  
instituting a TAVR program. According to 
our calculations, the cost of  redesigning the 
OR alone is $5 to $7 million. So sometimes 
we have to evaluate products in the context 
of  the larger program of  which they’re a 
part. It’s the only way to understand the to-
tal cost impact. JHC

“In their marketing, suppliers will claim their 
product is “new and better.” But by FDA definition, 
a 510(k)-cleared product didn’t make a substantial 

enough change to require a PMA.”  
– Lynn Tarkington
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Premier Inc. showcased unique medical devices 
and products at its 7th annual Innovation Celebration, 
held at its annual Breakthroughs Conference and Exhibi-
tion. Volunteers from Premier’s member sourcing com-
mittees selected the products and services based on their 
uniqueness, ability to have an impact on unmet clinical 
needs and potential to improve patient care.

“The selection criteria for the products and devices at 
Innovation Celebration is very rigorous and is conduct-
ed by clinician leaders throughout the Premier alliance,” 
Richard Bankowitz, M.D., Premier’s chief  medical officer, 
was quoted as saying. “This year that process resulted in 
a diverse group of  products and devices that are perfect 
examples of  how innovation can advance patient care.”

2015 Innovation Celebration participants were:
•  Flexicare Inc.: DualGuard, a device that incorporates an 

endoscopy bite block with oxygen delivery and carbon di-
oxide monitoring for use in upper endoscopy procedures. 
DualGuard enables clinicians to meet the American 
Society of  Anesthesiologists’ guidelines for monitoring 
all patients during moderate and deep sedation, ensuring 
the safety of  patients breathing orally or nasally.

•  Hologic, Inc.: Brevera™ breast biopsy system with 
CorLumina™ imaging technology, an advanced biopsy 
platform designed to increase clinical confidence, 
reduce procedure times and improve the patient experi-
ence. (The system has not been cleared by the U.S. 
Food and Drug Administration, and so is not yet avail-
able for sale in the United States.)

•  Incisive Surgical, Inc.: INSORB® 30 Absorbable Sub-
cuticular Skin Stapler, a rapid skin closure modality said 
to combine the comfort and convenience of  an absorb-
able suture with the durability of  a metal skin stapler. 
It eliminates the need for patients to undergo needless 
skin punctures and staple removal, which may result in 
increased pain, wound complications and scars.

•  Medtronic: IN.PACT® Admiral® Drug Coated Balloon, 
a minimally invasive treatment for peripheral artery dis-
ease in the upper leg. By preventing the re-narrowing of  

specific arteries due to plaque build-up, patients are better 
able to maintain a healthy lifestyle.

•  Penumbra Inc.: Apollo System, a minimally invasive medical  
device used to remove blood in the brain following a stroke. 
Previously, such a condition would have limited treatment options.

•  ReavillMED: One Needle, designed to make inserting a 
catheter line in the arm more convenient for the patient 
and the healthcare provider. Patients receiving One 
Needle are spared the discomfort of  multiple insertions 
of  needles and catheters to establish IV lines.

•  Roche Diagnostics: Cobas 4800 HPV (human papil-
lomavirus) Test, said to be the first and only non-PAP 
test approved for first-line screening of  cervical cancer 
in the United States, and a new option in screening 
strategies to improve women’s health.

•  St. Jude Medical: CardioMEMS™ Heart Failure Sys-
tem, said to be the first and only FDA-approved heart 
failure monitor proven to significantly reduce heart 
failure hospital admissions and improve quality of  life 
for patients when managed by a physician.

•  Toshiba America Medical Systems, Inc.: SMI 
(Superb Micro-vascular imaging), available on the Aplio 
500 Platinum Ultrasound System, designed to allow 
clinicians to use ultrasound to see the smallest vessels in 
and around areas such as tumors and lymph nodes.

•  Toshiba America Medical Systems, Inc.: Infinix™ 
Cardiovascular X-ray Dose Solutions, a system that 
features a comprehensive selection of  tableside dose 
management tools to assist physicians with managing 
dose and delivering high-quality images.

•  Westmed, Inc.: Vibralung Acoustical Percussor, a device 
that uses sound waves over a wide range of  frequencies 
in Airway Clearance Therapy. As a result, mucous is loos-
ened and separated throughout the airways to promote 
safe, effective, yet gentle airway clearance therapy.

Any supplier, regardless of  whether the company is 
contracted with Premier, can be considered for participa-
tion in the Innovation Celebration. Premier contracts with 
more than 1,100 suppliers. JHC

Innovation Spotlight
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ReavillMED has developed an innovative way to make the first 
needlestick in a hospital accomplish all therapies. Gone are all the pain-
ful and wasteful needle restarts that clinicians routinely provide. For 
hospitals, fewer stocked items and reduced hospital lengths of  stay are 
byproducts of  this long overdue efficiency.

The one-needle hospital stay
The concept is simple. Once the patient is admitted to the hospital, 
the clinician inserts the PICC line catheter. The PICC line may be used 
for all patient needs and, if  necessary, it can remain with the patient 
at discharge. These versatile, arm-placed central lines have been used 
for well over 30 years in home health for long-term IV therapies and 
blood draws. But, their use in emergency medicine, EMS and early-
stage hospital admissions has been limited, due to their long insertion 
times (typically 30 minutes).  

ReavillMED has changed the role and utilization of  PICC lines by 
making them significantly easier and quicker to insert. The technology 
infuses their long PICC line catheter into an IV line, similar to the way 
an IV push is given. If  the patient has a good working IV line in a good 
vein, the clinician will only need to add this device to the line to make 
it a long-term PICC.

The patient can be discharged sooner, because once the decision 
has been made to discharge him or her to home health, the required 
PICC line is already in place. For patients who won’t need extended IV 

ReavillMED

care, the PICC line is removed prior to dis-
charge. Hospital PICC teams need no longer 
scramble on Fridays and Mondays to place 
the PICCs required to discharge patients and 
free up hospital beds. Patients who have a 
PICC line require no needles, and once the 
product is placed, it may be used for up to 
one year. 

About ReavillMED 
ReavillMED is named after Fred Reavill, 
who died of  an infected central line cath-
eter in 1994. Fred’s son, Matt Reavill, de-
veloped the company and the product 
in order to prevent these types of  deaths 
from occurring. This new central line from 
ReavillMED has won several global com-
petitions for medical device innovation, 
healthcare reform, improved patient safety 
and healthcare waste reduction. The prod-
uct is available for sale in the U.S. and has 
U.S. FDA 510K clearance.

Editor’s note: Sponsored by ReavillMED
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In the last five years, the Affordable Care Act (ACA) has trans-
formed the way healthcare providers conduct business and deliver pa-
tient care. Quality measures are directly linked to patient safety and sat-
isfaction, and providers are reimbursed based on their ability to meet 
these quality measures under reform. 

Toshiba America Medical Systems, Inc. understands healthcare provid-
ers’ business and develops innovative solutions to improve patient safety 
for a variety of  imaging needs, such as the Dose Tracking System (DTS) 
for its cardiovascular X-ray systems and Superb Micro-Vascular Imag-
ing (SMI) for ultrasound. By incorporating imaging technologies that are 

aimed at patient safety, healthcare providers can improve the overall pa-
tient experience and satisfaction to achieve reforms’ quality measures. 

Making real-time dose management  
for cardiovascular X-ray possible
Reducing dose is a very important part of  any provider’s approach to im-
proving patient safety. Toshiba’s Infinix™ cardiovascular X-ray systems fea-
ture a comprehensive selection of  tableside dose management tools to assist 
physicians with managing dose and delivering high quality images. Toshi-
ba’s latest dose management technology, Dose Tracking System (DTS),  

measures estimated peak radiation skin dose 
in real time during interventional procedures, 
allowing for safer exams and a better patient 
experience. DTS also offers expanded bi-plane 
(frontal and lateral) coverage and the ability to 
track cradle movement, allowing the technology 
to monitor dose in a wider range of  applica-
tions, such as neurovascular procedures. 

Improving blood flow visualization 
without contrast agents
Toshiba offers clinicians a faster and safer way 
to image low blood flow states with Superb Mi-
cro-Vascular Imaging (SMI) for its AplioTM 500 
Platinum ultrasound system. SMI makes it pos-
sible for clinicians to use ultrasound to see small 
vessels in and around areas, such as tumors and 
lymph nodes, and visualize low-velocity micro-
vascular blood flow without the need for con-
trast agents or invasive modalities. Expanding 
the utility of  ultrasound, SMI contributes to 
fewer ionizing procedures for safer patient care. 

About Toshiba America  
Medical Systems, Inc.
With headquarters in Tustin, Calif., Toshiba 
America Medical Systems markets, sells, distrib-
utes and services radiology and cardiovascular 
systems, including CT, MR, ultrasound, X-ray and 
cardiovascular equipment, and coordinates clini-
cal diagnostic imaging research for all modalities 
in the United States. For more information, visit 
Toshiba’s website at www.medical.toshiba.com. 

Editor’s note: Sponsored by Toshiba America 
Medical Systems, Inc. 

Toshiba America  
Medical Systems, Inc.
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HEALTHTRUST CONFERENCE

HealthTrust holds  
annual conference
Approximately 3,500 people – 1,900 HealthTrust members and 1,600 
HealthTrust suppliers – attended this summer’s HealthTrust University (HTU) 
Conference & Vendor Fair in Nashville, Tenn.

The conference theme, “Orchestrating Success,” was adopted from Health-
Trust’s joint advertising campaign with Parallon, and was intended to reflect 
its operating model, which brings together engaged and progressive industry 
thinkers. It also honored the conference’s “Music City” location.

HealthTrust held 47 educational classes for supply chain, pharmacy, nursing 
and executive development. The topics ranged from innovative strategies to 
reduce medication errors, to strategies for building provider-supplier relation-
ships, to the positive financial impact of  clinical evidence evaluations, and the 
“retail-ization” of  healthcare.

President and CEO Ed Jones 
spoke to members about industry 
trends, including HealthTrust’s recent 
decision to become a sponsor of  the 
Cost-Quality-Outcomes (CQO) ini-
tiative. Launched in January 2013 by 
the Association for Healthcare Re-
source & Materials Management of  
the American Hospital Association, 
CQO is intended to prepare supply 
chain professionals to become the 
industry experts in the correlation 
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between cost (of  supplies, proce-
dures and delivered care), quality 
and outcomes. Jones also shared 
news of  HealthTrust’s recently 
signed five-year agreement with 
Tenet Healthcare.

Award winners
The Outstanding Member Award 
(recognizing the member that has 
demonstrated the greatest finan-
cial improvement using Health-
Trust cost-savings initiatives, 
contract compliance and adop-
tion of  new contract categories) 
went to the Corporate and Re-
gional FIS Team at Community 
Health Systems, Franklin, Tenn. 
Team members include: Gor-
don Carlisle, vice president of  
facilities, design and construc-
tion; Paul Hillenbrand, manager 
of  engineering services; and 
John Wooten, senior director of   
engineering services.

The Operational Excellence 
Award (recognizing a member that 
has implemented and demonstrat-
ed a best practice in streamlining 
and maximizing supply chain operations and/
or cost-savings initiatives) went to the Supply 
Expense Workout Team at Cooper University 
Health Care, Camden, N.J. Team members in-
clude: Cory Angelina, Lean Six Sigma champi-
on, operational excellence department; Ma’Cita 
Saunders, director of  logistics and distribution; 
and Linda Valenti, Lean Six Sigma process  
improvement specialist.

The Clinical Excellence Award (recog-
nizing a member that has implemented 
and demonstrated a best practice in supply  

chain clinical initiatives) went to the Blood Stewardship Team 
at Continental Division HCA/HealthONE, Denver, Colo. Team 
members include: Rob Campbell, PharmD, vice president, re-
source management; Amy Cate Lisenby, PE, MBA, ASQ, CSSBB, 
senior director of  clinical excellence; and Gary Winfield, MD, 
chief  medical officer.

The Social Stewardship – Sustainability Award (recognizing a 
member that has demonstrated a commitment to conservation and 
preservation of  the healthcare environment) went to the Green Team, 
Hackensack University Medical Center, Hackensack, N.J. Team mem-
bers include: Josh Binn, perioperative materials and support services 
manager; Richard Killeen, director of  purchasing; Geffry LaFortune, 

HealthTrust CEO Ed Jones
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senior buyer, purchasing department; Janet O’Dea, senior buyer, pur-
chasing department; and Kyle Tafuri, sustainability advisor.

Social Stewardship – Community Outreach Award (recogniz-
ing a member that has gone “above and beyond” in community out-
reach efforts to improve access to care) went to Right Care, Right Here 
Team, Holy Family Memorial, Manitowoc, Wisc. Team members in-
clude: Patti Bertsche, RN, BSN, guided care nurse; Marcia Donlon, 
RN, BSN, MS, administrative director, primary care/care continuity’ 
Gary Schmidt, MD, medical director of  Felician Village; and Deb 
Sprang, RN, manager of  clinical operations.

Gita Wasan Patel Pharmacy Excellence Award (recognizing a 
member that has implemented and demonstrated a best practice in 
supply chain pharmaceutical initiatives, including improvements in pa-
tient care outcomes, operational efficiency and/or financial savings) 
went to Karla Miller, PharmD, BCPP, vice president of  pharmacy ser-
vices and clinical therapeutics, HCA, Nashville, Tenn.

The 2015 HealthTrust Innovation Grant went 
to Boston Medical Center. Project team members 
include: Kevin M. Monahan, MD, FACC, director 
of the BMC Electrophysiology Laboratory and 
Arrhythmia Service; and Robert H. Helm, MD, 
FHRS, director of the BMC Cardiac Device Clinic.

In addition, nine Supplier Excellence Award 
winners were named:

• Medtronic
• Medline Industries, Inc.
• Fresenius Kabi USA, LLC
• Hill-Rom (Supplier of  the Year)
• American Express
• Airgas USA, LLC
• Owens & Minor
• Fisher Healthcare
• Kerma Medical Products, Inc. JHC
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Health Industry Distributors Association

Stockless Inventory:  
Getting More with Less

HIDA recently spoke with 
Alex Caldwell, Director of  Sales 
& Marketing for the Claflin 
Company, to understand what 
makes for successful stockless 
partnerships and how custom-
ers are using these models to 
maximize inventory efficiency. 
Claflin’s flagship stockless model 
is characterized by increased 
distributor inventory levels and 
higher delivery frequency, and 
continues to evolve as it looks 
for meaningful ways to replenish 
provider inventories.

The set-up
The goal for any stockless program is to minimize on-hand inventory while 
improving product availability, without creating more replenishment activity 
than justified by the cost reductions. “If  you’re a small hospital, your delivery 
schedule may be only two or three days a week,” explains Caldwell. “Different 
programs will work for different customers, and no two models are the same.”

Customers who try to fit supplies into spaces that arbitrarily define 
their replenishment levels or processes often make ideal stockless candidates. 

Stockless vendors use this outdat-
ed inventory practice as a teaching 
opportunity to show how spaces 
can be repurposed for financial 
gain by using them for healthcare 
services instead.

Suppliers must work very closely 
with providers first to understand 
what and how products get used to 
determine par replenishment levels. 
“You have to start out as a team right 
from the beginning,” says Caldwell. 
“It’s not about telling customers 
what they’re doing wrong, but more 
about educating them on how to hit 
par levels and how to understand 
what’s actually sitting in inventory at 
any given time.”

For this reason, provider store-
room reports are perhaps most 
valuable for setting up stockless 
programs, since they show what 
gets issued out onto the floor 
and can provide more meaningful 

Editor’s Note: The relationship with your prime vendor is a lot like a marriage. You are in it for the long haul and if  you pick the right 
partner, you will bring out the best in each other. This column explores both new and everyday examples of  the different ways distributors and 
supply chain executives are working together to make their committed, long-term partnerships successful. 

Almost all inventory delivery programs require some level of customer-vendor alignment to 
ensure products reach their intended destinations. Increasingly, healthcare providers are exploring alterna-
tive stockless and low-unit-of-measure (LUM) models that allow providers to reduce on-hand supplies by 
shifting central distribution functions from the facility to the distributor. These models require high levels 
of  communication and collaboration, since products are often delivered in pre-organized totes by specific 
care level or department for immediate use, but ultimately allow materials management staff  to focus on 
higher-value tasks than simply opening boxes.

Alex Caldwell, Director, Sales & Marketing, 
The Claflin Company
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product utilization data beyond anything vendors can determine 
from bulk shipment records. “That’s how we are able to deter-
mine precise par replenishment levels, which can also be manipu-
lated or changed immediately whenever a situation calls for it,” 
adds Caldwell.

Going cold turkey and switching to 100 percent stockless is never 
advisable, according to Caldwell. She recommends customers move to 
these models through attrition, starting with locations or divisions that 
will not be as interruptive to the care model and will allow staff  to get 
comfortable with new systems in place.

Caldwell points out that for stockless conversions – or any new 
business venture – to be successful, customers must remain open-
minded and willing to share their organizational vision and goals. “If  
you’re both not on the same page, it’s going to take a lot longer to reach 
your ultimate objective.”

The payoff
Just as no hospital or healthcare provider is the same, all stockless 
models are different. Similarly, when customers sign new vendor agree-
ments, it is not etched in stone that these delivery models will look 
exactly the same over the span of  the supplier relationship. 

There are, however, several benefits common to all stockless delivery 
models that can help providers reduce asset costs and increase efficiency:
Staff time: “Stockless is perceived as putting people out of  jobs, but 
in reality it allows healthcare facilities to redeploy staff  to care-focused 
tasks,” says Caldwell. With lower and more frequent deliveries, health-
care staff  spend less time moving boxes and running back-and-forth to 
stock rooms to refill supplies. Giving staff  more flexibility to work on 

other projects can also help enhance current 
revenue streams or develop new alternatives.

Product integrity: When providers buy di-
rect from manufacturers, they often receive 
items by the case – rarely the lowest unit of  
measure – which is sometimes justified. But 
Caldwell often asks customers, “Why not put 
these items through distribution and let us 
break them down for you based on the ac-

tivity that warrants it?” Prod-
ucts can easily expire, become 
damaged, get lost, or become 
obsolete when a new widget 
comes out, leaving customers 
with unusable inventory.

Less waste: In addition to 
removing operational waste, 
stockless programs reduce 
physical waste by taking cor-
rugated cardboard and shrink 
wrap out of  the equation. 
“We’re stripping products 

down to the tote level and will even take 
back what customers don’t use or recycle 
with our corrugated recycling program,” adds 
Caldwell. Decreasing disposal costs and em-
ployee infection risks can quickly add up to 
long-term business savings for providers.

Although stockless conversions initially 
require high levels of  collaboration and trust 
between vendor partners, Caldwell notes that 
once the model evolves and reaches a certain 
comfort level, “It’s truly just a matter of  man-
aging the account and conducting regular cus-
tomer business reviews to make sure needs 
are being met.” For Caldwell, none of  her 
stockless customers have ever reverted back 
to their traditional distribution model, which 
is a testament to the value of  the model and a 
true sign of  success. JHC

“ For stockless conversions – or 
any new business venture – 
to be successful, customers 
must remain open-minded 
and willing to share their 
organizational vision and goals.”
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HSCA

Seeing is believing
Todd Ebert’s a believer. “I am a huge believer and advocate of 
the [group purchasing industry] and what it does.” 

But he doesn’t take it on faith. Ebert has been in group purchasing 
for 25 years, beginning in 1990 at Intermountain Healthcare, where 
he was manager of  the Amerinet’s ValuPharm pharmacy program in 
the western United States. Two years later, he moved to St. Louis to 
join the Amerinet team there, ultimately becoming president and CEO 
of  Amerinet in 2007. Most re-
cently, in July 2015, Ebert was 
named president and CEO of  
the Healthcare Supply Chain 
Association, the association 
for group purchasing orga-
nizations, replacing outgoing 
president Curtis Rooney.

“I’ve seen the value of  
group purchasing, so when the 
opportunity [to lead HSCA] 
arose, it was absolutely, ‘Let’s 
work it out,’” he says. “I un-
derstand and enjoy the policy 
side, and honestly, I know I 
can make a difference.”

Group purchasing organi-
zations are part of  healthcare’s 
fast-paced and dynamic industry, 
says Ebert. In such an environ-
ment, GPOs need to pay close 
attention to their members, and 
provide them the products, ser-
vices and solutions they need to 
be successful. “We have to pay at-
tention to our customers. There’s 
nothing that says they have to 
stay with you. If  they don’t be-
lieve you have value, they can – 
and will – look elsewhere.”

HSCA members can take a position as leaders 
in providing high-quality healthcare supply chain 
solutions, he says. And they can do so in many 
ways. For example, in the Northeast, GNYHA 
Services has worked with member hospitals to 
standardize medical products and processes in 
a successful effort to reduce central line infec-
tions. In the Pacific Northwest, Virginia Mason 
Health System recently documented savings of  
$750,000 through standardization on contract 
items. “And there are thousands of  these success 
stories among our GPOs,” says Ebert. 

Ebert intends to consistently and effectively 
carry the group purchasing industry story to 
its healthcare supply chain partners. “There 
are some things I want people to know,” he 
says. “Yes, we save people money by aggre-
gating volume and working with customers.”  
But GPOs do more than that, namely:

•  Support and embrace competition and in-
novation. “That makes everybody better, 
and the ultimate benefactor is the patient.

•  Embrace transparency in the contracting 
process. “We have taken great pains to 
make sure we have outlined our contract-
ing processes, trained our people, so all 
vendors can say, ‘I got a fair shot.’”

•  Improved their internal processes. “Each 
GPO has a little bit different business mod-
el,” says Ebert. “Each has found a niche in 
which they can be a leader, whether it be 
revenue cycle, big data, clinical, etc.

“Group purchasing is unique and fun. 
That’s why I’m here. We’ve seen what we’ve 
done. I’m a believer.” JHC

“There are some 
things I want 

people to know. 
Yes, we save 

people money 
by aggregating 

volume and 
working with 
customers.”

– Todd Ebert

Todd Ebert
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LETTER TO THE EDITOR

Has GHX become  
a public utility?

“The events 
of July 10 

should 
serve as 

something 
of a wakeup 

call to 
industry 
planners.”

Dear Editor: 

It happened on July 10 of  this year. The GHX digital exchange, which 
serves the vast majority of  acute care facilities in the country, went 
down unexpectedly. While periodic service outages at GHX are not 
uncommon, the July 10 issue lasted for 14 hours.  

GHX points out that since orders, called “traffic” at the exchange, 
came in throughout the hiatus, the average processing delay was just 
over three hours. But this fact belies the true disruption in our sensitive 
supply chain, because downstream operations depending upon data 
flowing through the exchange were delayed for the full 14-hour period.  

In today’s lean supply chain, 
where Just-in-Time inventory 
management is considered a 
best practice, such a hiccup at 
the exchange can prove very 
costly to trading partners.  Dis-
tributors like Claflin, for ex-
ample, not knowing when to 
expect order flow to resume, 
were paying a large operations 
workforce to simply wait. JIT 
customer inventories don’t al-
low for us to just skip a day; 
truthfully, even bulk distribu-
tion accounts have something 
on every order that they need 
right away. By some means, we 
must process every day’s orders 
that day. 

On July 10, extensive overtime and a weary and frustrated crew 
were the end results, though delays in customer deliveries were mini-
mal. This was not the case across the board, however, as many other 
distributors simply didn’t ship the next day, leaving some customers 

scrambling over the weekend. Needless to 
say, the safety limits of  the supply chain were 
seriously tested. 

Of  course, such disruptions are what 
contingency planning is all about, and all 
supply chain stakeholders have them. But 
how many of  these plans have been up-
dated to account for this change in the way 
replenishment data is now communicated? 
It doesn’t seem that long ago that most 
Claflin customers sent orders to us through 
point-to-point EDI using file transfer pro-
tocol. We assumed most customers had 
maintained this capability as a backup. We 
found out that in most cases, these files 
have been re-formatted to accommodate 
the exchange. The few customers with the 
technical capability to forward files to us 
directly showed that they would have to be 
re-mapped to our system to process them 
– not something we could do for every cus-
tomer in one day. Our capacity for phone 
and fax ordering, while somewhat flexible, 
is likewise now limited. The question of  
what outcome would have resulted from 
an even longer or more serious breach at 
GHX soon arose as a significant concern. 

My purpose here is not to be critical 
of  GHX. We acknowledge that by aggre-
gating and standardizing many elements 
of  routine replenishment data flow, they 
have enhanced the overall efficiency of  
our channel. Their services to their end 
user customers are apparently considered 
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GHX’s mission remains the same today, as it was 
from our inception – to enable better patient 
care by increasing healthcare automation, accu-
racy and efficiency. We remain committed to this 
mission and working closely with our customers 
to help improve the efficacy of  healthcare.

That being said, for the first time in 16 
months, we experienced an outage that im-
pacted our customers and resulted in a three-
hour delay for the majority of  our exchange 
customers. GHX strives at every turn to elimi-
nate any interruption of  service and to work 
with customers to help ensure that continuity 
plans are in place. 

Additionally, we have made an investment 
of  over $30 million into our platform to deliver 
new capabilities to healthcare that are best in 
class for any industry. Importantly to our cus-
tomers, this includes advanced data security, so 
that it is the only exchange in healthcare with 
data encrypted on the fly and at rest to protect 
against threats and meet new regulatory re-
quirements. We purpose-built this platform to 
be more resilient than ever before and enable 

faster recovery when things do go wrong. Currently, all customers are 
scheduled to be migrated to the new platform by the end of  the year.  

We want to continually earn the right to serve healthcare and auto-
mate even more of  the business processes between buyers and sellers. To 

that end, we are regularly reviewing continuity and contingency plans and 
learning how we can best create improved processes that can be imple-
mented on the rare occasion when we do have outages to ensure that 
each and every patient has the right product at the right time.

Bruce Johnson
CEO
GHX
Louisville, Colo.

GHX responds

“ We are regularly reviewing 
continuity and contingency plans 
and learning how we can best create 
improved processes that can be 
implemented on the rare occasion 
when we do have outages.”

a good value, given their growth in market 
share. Having de-briefed with their manage-
ment team, we are satisfied they are taking 
appropriate steps to improve the stability of  
their platform and have an appropriate ap-
preciation for their critical role in the supply 
chain of  a critical industry. 

The fact remains, though, that they are 
a private business, relatively unregulated 
by either the government or the industry. 
They are not a monopoly, so their custom-
ers do have options, but they don’t discuss 
their market share, which a casual observ-
er might conclude is quite dominant. The  

industry, to include GHX, might consider a serious dialogue about 
oversight of  an entity that – whether by purpose or design – has 
evolved into a public utility, raising new issues over the security of  
the supply chain.  

In the meantime though, the events of  July 10 should serve as 
something of  a wakeup call to industry planners, again to include GHX 
and their customers. While aggregation through an exchange may be 
efficient and convenient, some redundancy in communications with 
critical trading partners seems prudent if  not essential.

Ted Almon
President, CEO
Claflin Company
Warwick, R.I.
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IntheHeadlines

Hospital and health system news 
from across the country

Hawaii: Hawaii 
Health System begins 
negotiations with Kaiser 
for hospital management
Hawaii Health Systems Corp 
(Honolulu, HI) elected to open 
negotiations with Kaiser Perma-
nente (Oakland, CA) to manage 
its three hospitals in Maui. The 
Maui region has experienced financial 
problems, and Hawaii Health Systems 
narrowed its choice of  hospital operators 
to Kaiser and Hawaii Pacific Health (Hono-
lulu, HI). Kaiser Permanente already oper-
ates facilities in Hawaii but said its involve-
ment would be limited to management of  
the Hawaii Health hospitals.

Washington DC: HHS announces $685M  
to support clinicians who deliver quality, 
patient-centered care 
The U.S. Department of  Health and Human Services (HHS) 
(Washington, DC), through its ‘Transforming Clinical Practice Ini-
tiative,’ will award 39 national and regional healthcare networks and sup-
porting organizations a total of  $685 million to provide 140,000 clinicians 
with tools to improve quality of  care, increase patients access to informa-
tion, and reduce costs. This is one of  the largest federal investments to date 
designed to support doctors and other clinicians in all 50 states through col-
laborative and peer-based learning networks.
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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.

Michigan: Henry Ford Health System to 
build $110M cancer center 
Henry Ford Health System (Detroit, MI) plans 
to construct a 144,000-sq-ft, $110 million can-
cer center adjacent to Henry Ford Hospital 
(Detroit, MI). The five-story center will offer 

outpatient cancer services, including radiation 
oncology, retail items, and exercise and nutri-

tion planning. It will also consolidate several can-
cer services currently located throughout Henry 

Ford Health System’s network. The center is part of  
planned $500 million expansion and neighborhood im-
provement initiative on 300 acres in downtown Detroit. 
Work on the center is expected to begin in spring 2016, 
with completion scheduled for summer 2018.

North Carolina: Premier Inc awarded CMS contract 
for second round of Hospital Engagement Net-
works in the Partnership for Patients initiative
Premier Inc (Charlotte, NC) was awarded a contract from CMS 
(Baltimore, MD) to participate in the second round of  Hospital 
Engagement Networks in the Partnership for Patients initiative. 
The Partnership for Patients initiative is focused on reducing pre-
ventable readmissions to hospitals by 20 percent and reducing 
preventable HACs by 40 percent. The $9.3 million contract be-
gan September 24, 2015 and runs through September 23, 2016. 
The contract is expected to contribute approximately $7.0 million 
in revenue to Premier’s FY 2016 financial results. Premier has 
received approximately 500 LOIs from hospitals to participate in 
its Hospital Engagement Network (HEN) for the second round 
of  the program. In round two of  the program, Premier will work 
with HEN participants to conduct intensive training programs 
to teach and support hospitals in making patient care safer; pro-
vide technical assistance to hospitals so they can achieve qual-
ity measurement goals; and establish, implement, and improve 
the system to track and monitor hospital progress in meeting the 
Partnership for Patients’ quality improvement goals.

The Journal of Healthcare Contracting | October 2015 65



October 2015 | The Journal of Healthcare Contracting66

By Randy Chittum, Ph.D.

LEADERSHIP

It is pretty common practice these days for orga-
nizations (and teams and even individuals) to have a vision 
statement. These statements are intended to paint a clear 
picture of  the future. Whenever I see one I am reminded 
of  the quote credited to Peter Drucker: “Strategic plans 
are worthless. Strategic planning is invaluable.” While I 
would not go so far as to say they are worthless, I would 
suggest that the process of  creating a vision is equal to the 
outcome of  having a vision statement.  

I like to think of  vision as something that is already inside 
us, whether that is the organization or individual. It is already 
there and simply needs to be nurtured and called forth. There 
is danger in looking outward for vision. It can lead us to com-
mon solutions that in turn minimize our uniqueness. How 
many times have you seen vision statements that were indis-
tinguishable from the organization down the street? True vi-
sion is about that which matters most to us and for which we 
are willing to take a real leadership stance.

So how do you get from here to there? It can be help-
ful to have someone outside your group or team to facilitate 
these kinds of  conversations. Someone who does not have a 

vested interest in what you create should be able to challenge 
and prod as needed. Not all facilitators will adopt the same 
approach of  course but many will start with a set of  visioning 
questions. They might resemble these that I sometimes use.

Questions to ask
Imagine your organization at some future point (three 
years is a common time frame). Further imagine that you 
are tremendously successful on all the things that mat-

ter most to you. Your organization 
is admired and others may seek to 
copy your strategy and approach. 
They may just wonder how you do 
it and admire you for it. Looking 
back from that future vantage point: 

1.  What are we known for?  
What is our reputation?

2.  What do customers say  
about us and our products  
or services?

3.  Who are your other key 
stakeholders and what do 
they say?

4. With whom are you allied?
5.  What differentiates us from our closest competitors?
6.  What products or services do we no longer provide 

or have said “no” to?
7. What are we no longer afraid of?

There are many more, of  course. Discussions of  ques-
tions like these often lead to some obvious themes or patterns. 
These are the things that are emergent and can receive life from 
declaring them in vision. Once a vision is declared it becomes a 
very powerful tool for enrolling others. It is similarly powerful 
as a way of  helping people to self-organize and to know how 
to decide and behave in otherwise unclear circumstances. JHC

Creating a Vision
Moving beyond the vision statement into action
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