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PUBLISHER’S LETTER
John Pritchard

Welcome to the new normal, where value-based everything is the mantra and goal. 
It’s hard to argue with. Shouldn’t everything we do be a value-based decision, rather than using legacy 
decision-making procedures or the great old “That’s the way we have always done it” line? 

It just makes sense that if  a hospitals reimbursement is becoming more and more predicated 
on quality measurements, then how they reward their stakeholders should follow a similar pat-
tern. The executives that find a way to systematically enhance quality metrics should be bonused 
accordingly. Department heads that move the needle on patient experience should be compen-
sated and rewarded accordingly. 

Supply chain leaders that source products and services that increase quality and enhance 
patient experience should be rewarded accordingly, even if  those products increase the spend 
of  the facility. 

Yes, you read that right. 
It is high time to find ways to progress the value pursuit with an investment – not just de-

mands – to reduce expenditures by Supply Chain. 

Looking forward to 2016, here are the topics I see driving the healthcare contracting arena:
1.  Mergers and Acquisitions. Certainly the GPOs are in the headlines with MedAssets rolling 

into the former VHA/UHC organization now named Vizient. This will be fascinating to 
watch progress and what it means to Premier and HealthTrust memberships. Intalere (for-
merly Amerinet) now has new ownership and leadership with a very unique strategy.

2.  Convergence. Now more than ever it is easy to believe the systems that will thrive in the 
new normal are integrated with a payer component. I wonder how many suppliers are 
segmenting their prospect market with systems that also own a payer? It just seems like a 
smart idea that if  the stakeholders have common goals, their chances of  success increase.

3.  Alternate Payment Models. As more Medicare funds are at risk due to quality and 
patient experience measurements, we will see more payments at risk from commer-
cial payers as well. This is the new future of  reimbursement and it is getting closer to 
becoming meaningful every day. I can’t help but think it will extend to the employer too. 
Will employer’s premiums for their covered lives become a variable cost predicated on 
the demonstrable value the provider delivers to that payer? How will product selection 
figure into this equation? Suppliers better understand how they contribute!

These are just a few of  the big issues I see for 2016. I am fascinated to see how our na-
tion’s Supply Chain Leaders react and embrace these trends. Thanks for reading this issue of   
The Journal of  Healthcare Contracting.

Things to Come in 2016





GROUP PURCHASING

“Intalere” is the new name of the GPO formerly known as Amerinet. 
The word, according to Intalere President and CEO Brent Johnson, comes 
from a Latin word that means “to nourish.” 

And Intalere is in an excellent position to nourish its members’ supply chain 
operations, says Johnson. That’s because Intalere’s sole owner since last summer 
– Salt Lake City, Utah-based Intermountain Healthcare – is a 22-hospital IDN 
with 185 clinics, a health plans division, a Medical Group with 1,400 physicians, 
and lots of  supply chain experience. In fact, prior to becoming president and 
CEO of  Amerinet (now Intalere) in July 2015, Johnson was Intermountain’s 
vice president of  supply chain and chief  purchasing officer. 

It is that experience that Johnson 
intends to bring to Intalere members, 
and he believes a growing number of  
hospitals and IDNs will take notice

Intermountain acquired 100 percent 
stake in Amerinet in June 2015. “We 
wanted to morph [Amerinet] into a posi-
tive commercial engine of  best practices 
in supply chain and clinical care,” says 
Johnson. Historically a GPO, Intalere 
will evolve in the next six to 12 months 
into a professional supply chain organi-
zation that also does contracting, he says.

“What’s different about us is [the fact that we] can sit down with people and 
say, ‘We know how to do this in your culture, because we have done it in Inter-
mountain. We’re supply chain people, just like you.’” Intalere can draw on the 
supply chain expertise of  other members too, such as Virginia Mason Health 
System in Seattle, Wash.

“We will offer solutions to help people manage their entire non-labor spend, 
and we won’t do it on the back of  administrative fees,” adds Johnson. “We will 
retain administrative fees for awhile, but in a couple of  years, 50 percent of  our 
revenues will come from consulting and management fees.” Intalere intends to 
educate interested members in supply chain strategies, and encourage them to 
hire in-house talent to carry out those strategies. 

Currently, Intalere is in the midst of  integrating Intermountain and Amerinet 
contracts, says Johnson. “When we get done, we will have only one contracting 
department and one contracting strategy.” That doesn’t mean all contracting will 

move to Salt Lake City, however. In-
talere will also spend the next months 
integrating the spend analytics ca-
pabilities of  the former Amerinet 
(which Johnson says are very strong) 
with those of  Intermountain.

Intalere intends to stand tall in a land 
of  GPO giants, e.g., Vizient, Premier 
and HealthTrust, says Johnson. “We will 
be two to three times our size in three or 
four years, because we’re attracting a lot 
of  people,” he predicts. But its strength 
won’t necessarily come from size.

“We know how to be partners [with 
IDNs],” he says. “We want to sit down 
with people, do supply chain assess-
ments, tell them how many millions 
of  dollars they may be losing because 
they are organized poorly, or because 
they don’t manage their suppliers well, 
or they don’t have the right processes 
in place, or they don’t negotiate well. 
And then we’ll ask, ‘How can we help?’ 
We will teach them, we will encourage 
them to invest in talent if  necessary.

“We will take [members] at what-
ever level of  supply chain maturity 
they are, and devise a plan for them 
to get better, either piggybacking off  
Intermountain’s best practices, or 
those of  someone else.

“Intermountain didn’t buy Amerinet 
to make a lot of  money,” he concludes. 
“Yes, we have to be financially respon-
sible. But we want to be a model for the 
industry, and we want to help the indus-
try. It’s a fun thing to be a part of.” JHC

‘We’re supply 
chain people, 
just like you.’

Street Cred
Intalere – formerly Amerinet – brings to market plenty of supply chain experience

February 2016 | The Journal of Healthcare Contracting6
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EXECUTIVE INTERVIEW

A Long Look  
at Surgery
Supply chain executives will be hearing more about 
the Perioperative Surgical Home

from across the country to refine 
what they call the Perioperative Surgi-
cal Home – a patient-centered, team-
based practice model of  coordinated 
care that guides patients through the 
entire surgical experience, from the 
decision to undergo surgery to dis-
charge and beyond. 

The ASA is so enthusiastic 
about the program that at press 
time it was recruiting healthcare 
organizations to participate in the 
next round of  the PSH Learning 
Collaborative, in conjunction with 
Premier. Round Two is expected to 
run through March 2018.

New payment models
The Perioperative Surgical Home can 
lead to better patient care, faster re-
covery times and lower overall costs, 
according to proponents. Supply 
chain executives may notice the dif-
ference, as surgeons collaborate to 
develop clinical pathways and agree 
on physician preference items, such 
as orthopedic implants.

It is an approach that is right for 
the times, says Michael Schweitzer, 
M.D. That’s because of  the growing 
momentum for value-based payment 
for surgical services, led by the fed-
eral government. Schweitzer is an 
anesthesiologist and medical director 
of  the Perioperative Surgical Home 
Collaborative for the American So-
ciety of  Anesthesiologists. He was 
recently named chief  medical officer 
of  bundled payments for Premier.

Last year, Congress passed the 
Medicare Access & CHIP Reautho-
rization Act of  2015 (MACRA) in 
order to make it easier for healthcare 

Anesthesiologists, surgeons, nurses, respiratory therapists, physical 
rehabilitation specialists and others are starting to look at the perioperative pro-
cess in a new way. Instead of  viewing it as a series of  disconnected snapshots, 
they are choosing to treat it as one continuous movie, beginning weeks before 
surgery and not concluding until 30, 60 or even 90 days after discharge. 

The concept is being embraced by the American Society of  Anesthesiolo-
gists who, with the help of  Premier Inc., gathered 44 healthcare organizations 

Michael Schweitzer, M.D.

February 2016 | The Journal of Healthcare Contracting8



providers to take part in two of  the Centers for Medicare & Medicaid 
Service’s quality programs:

The Merit-Based Incentive Payment System (MIPS), which com-
bines parts of  the Physician Quality Reporting System (PQRS), the 
Value Modifier (VM or Value-based Payment Modifier) and the Medi-
care Electronic Health Record (EHR) incentive program into one pro-
gram based on quality, resource use, clinical practice improvement and 
meaningful use of  EHR technology. 

Alternative Payment Models (APMs), including accountable care 
organizations, patient-centered medical homes and bundled payment 
models. APMs call for lump-sum incentive payments for participating 
healthcare providers as well as increased transparency of  physician-
focused payment models.

No place like home
Using the words “surgical” and “home” to describe the new care 
delivery model isn’t so far-fetched, says 
Schweitzer. “First, patients would rath-
er be in their homes than in the hos-
pital or nursing home. That’s why the 
goal is to get patients back to their own 
homes as soon as possible. Second, we 
wanted to use the successful elements 
and attributes of  the patient-centered 
medical home – which has been around 
much longer – and build on them.”

A key attribute of  the patient-cen-
tered medical home is team-based care, 
says Schweitzer. That means a full team 
of  providers – including physicians, 
physician assistants, nurse practitio-
ners, diabetes educators, care managers 
and others – coordinate their efforts to 
treat the patient. The patient-centered 
medical home also employs a technique called risk stratification; 
the primary care team identifies those patients at highest risk of  
complications and seeks to address those risks in a timely manner 
in order to avoid negative consequences later.

Similarly, in the Perioperative Surgical Home, “We want to identity 
high-risk patients and focus on them with a full team of  providers who 
can work with those patients to improve their health, get them through 
the surgical process and back to their desired functional state,” he says. 
“It involves a lot of  teamwork.”

Difference to the patient
Patients will notice the difference. 

“Even as recently as a few years ago, and 
still in too many locations across the coun-
try, the whole surgical process has been to-
tally disconnected,” says Schweitzer. “You 
have silos of  care that don’t communicate 
with each other, and too often, patients slip 
through the gaps.” 

A case in point might be a total joint pro-
cedure (on which the Perioperative Surgical 
Home Collaborative has focused most of  its 
efforts thus far). 

Traditionally, the surgeon and patient 
meet and set a day for surgery, which could 
be six weeks hence. “What happens then is 

essentially nothing,” says Schweitzer. “Then, 
two or three days before surgery, there is a 
flurry of  activity,” such as lab tests, consults, 
etc. But two or three days doesn’t give provid-
ers enough time to identify and optimize con-
ditions such as anemia or poorly controlled 
blood glucose levels.

In the Perioperative Surgical Home, on the 
other hand, “you start implementing a process 

“ We want to identity high-risk 
patients and focus on them 
with a full team of providers 
who can work with those 
patients to improve their 
health, get them through the 
surgical process and back to 
their desired functional state.”

The Journal of Healthcare Contracting | February 2016 9The Journal of Healthcare Contracting | February 2016 9



EXECUTIVE INTERVIEWEXECUTIVE INTERVIEW

as soon as a shared decision to have surgery 
is made,” says Schweitzer. The clinical team 
might enroll an anemic patient in an anemia 
clinic long before surgery, and the diabetic pa-
tient in a diabetes care program. If  the surgical 
patient’s nutritional habits are poor, the team 
can identify that and work with that person 
long before surgery to improve his or her state 
of  health. “And then, you work as a team, with 
a consistent pathway and goal, so the patient 
doesn’t slip through the cracks,” he says.

“We are redesigning or re-engineer-
ing the whole delivery-of-care process. 
We look at it from the patient’s point of  
view. How do we prepare him for sur-
gery? How do we optimize his medical 
condition prior to coming to the hospi-
tal? If  we can do that, his physical status 
will be better after surgery, and he will 
have a clearer understanding of  his own 
responsibilities after discharge.”

In the Perioperative Surgical Home, 
the perioperative team helps set the pa-
tient’s expectations well before surgery, 
adds Schweitzer. For example, the physi-
cal therapist meets with the patient and 
instructs her on the exercises she will have 
to do after discharge. The case manager 
inquires whether the patient’s home has 
stairs or rugs, or if  she is a fall risk. Does 
she have someone at home to help her 
navigate those stairs, rugs and the bath-
room in the first days after surgery, or will 
she need someone from the community 
to call on her daily? “It is best to coordi-
nate all these things weeks before the sur-
gery, rather than have the care manager in 
the hospital go over these concerns three 
or four hours before discharge,” he says.

Making it work
The C-suite’s support is essential to 
making the Perioperative Surgical Home 

work, says Schweitzer. And that support seems to be forthcoming.
Facility administrators recognize that narrow margins necessitate 

taking a fresh look at processes, including surgery, he says. True, they 
may have a difficult time seeing how the health system can benefit 
by working with a patient weeks before and after the inpatient surgi-
cal procedure. “But when they understand there will be savings, fewer 
complications, fewer ED visits and fewer readmissions, they will get 
on board.”

The Perioperative Surgical Home also requires a surgeon champi-
on, anesthesiologist champion, perhaps a hospitalist or internal medi-
cine champion, and others, he continues. Working with the C-suite and 

“We wanted to use the successful 
elements and attributes of the 

patient-centered medical home 
– which has been around much 

longer – and build on them.”
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EXECUTIVE INTERVIEW

project manager, these champions lead the redesign process. Other 
surgeons and anesthesiologists help design care protocols and guide-
lines, and are held accountable for following them. 

Supply chain and contracting executives can help the clinical team 
keep down the costs of  the Perioperative Surgical Home, adds Sch-
weitzer. The implant itself  represents roughly 40 percent of  the cost 
of  the in-hospital portion of  joint replacement surgery. “And the cost 
goes beyond the implant,” he says, including pharmaceuticals, durable 
medical equipment, and other supplies. JHC

Hip and knee replacements are the most common 
inpatient surgery for Medicare beneficiaries and can 
require lengthy recovery and rehabilitation periods, 
according to the Centers for Medicare & Medicaid 
Services. In 2014, there were more than 400,000 pro-
cedures, costing more than $7 billion for the hospi-
talizations alone. Despite the high volume of these 
surgeries, quality and costs of care for hip and knee 
replacement still vary greatly among providers. 

That’s one reason why 
CMS is eager to begin a bun-
dled-payment program for 
hip and knee replacements. 
And that also explains why the 
American Society of Anesthe-
siologists and Premier have 
focused on joint replacements 
in their Learning Collaborative.

On April 1, 2016, CMS will launch the Compre-
hensive Care for Joint Replacement (CJR) model, 
in order to test bundled payment and quality 
measurement for an episode of care associated 
with hip and knee replacement. The purpose is to 
encourage hospitals, physicians, and post-acute 
care providers to work together to improve the 
quality and coordination of care from the initial 
hospitalization through recovery.

CMS hopes the alternative payment model will 
contribute to the Medicare goals set by the Obama 
administration of having 30 percent of all Medicare 
fee-for-service payments made via alternative pay-
ment models by 2016, and 50 percent by 2018. 

The CJR model will hold participant hospitals fi-
nancially accountable for the quality and cost of a 
CJR episode of care, and will incentivize increased 
coordination of care among hospitals, physicians, 

and post-acute care provid-
ers. The episode of care be-
gins with an admission to 
a participant hospital of a 
beneficiary who is ultimately 
discharged under MS-DRG 
469 (Major joint replacement 
or reattachment of lower ex-
tremity with major complica-

tions or comorbidities) or 470 (Major joint replace-
ment or reattachment of lower extremity without 
major complications or comorbidities), and ends 90 
days post-discharge in order to cover the complete 
period of recovery for beneficiaries. 

The episode includes all related items and servic-
es paid under Medicare Part A and Part B for all Medi-
care fee-for-service beneficiaries, with the exception 
of certain exclusions.

“We look at 
it from the 

patient’s point 
of view.”

Bundled payments coming for joint replacement

The purpose is to encourage 
hospitals, physicians, and post-

acute care providers to work 
together to improve the quality 
and coordination of care from 

the initial hospitalization 
through recovery.
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THE ACQUIRED PRACTICE

What materials management professional doesn’t know the difficulty 
of  gaining the trust and confidence of  a busy clinical staff ? Now take that clini-
cal staff  and scatter it among, say, 400 locations. 

That’s the challenge facing Phyllis McCready, vice president and chief  pro-
curement officer, Northwell Health (formerly North Shore Long Island Jew-
ish Health System). It is a challenge 
similar to that facing many materials 
and supply chain executives today, as 
their IDNs acquire or enter into joint 
ventures with physician practices.

“They’re very open to learning 
about the supply chain,” says Mc-
Cready, speaking about the typical 
physician office staff. “But they need 
the tools to manage it.” Most often, 
those tools come in the form of  data 
about products, usage and cost.

“How do we help physicians evolve 
from being in control of  their practices 
for years and making their own prod-
uct decisions, to convincing them that 
through standardization, we can not 
only help their practice, but all of  our 
practices?” she asks.

“It’s not just a matter of  selling 
them on a product. It’s selling them 
on the quality of  the product and sell-
ing them on the logistics [of  getting 
the products to the practice]. It’s of-
fering an overall solution to a problem 
they have. We’re able to show them 
what we can do in supply chain, and 
I think they’re impressed by what we 
can do for them if  we work together.”

Selling Physicians on Supply Chain

Sponsored by:

“We’re able to show 
them what we can 
do in supply chain, 
and I think they’re 

impressed by what 
we can do for them 
if we work together.”
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Opportunity 
McCready started her career 
in materials management as 
a college student 30 years 
ago in a small community 
hospital. She was already 
working at Long Island Jew-
ish Medical Center when it 
merged with North Shore 
Health System in 1998 to 
form the IDN. Today Mc-
Cready works with clinicians 
and materials professionals 
in each of  the IDN’s 21 (and 
soon to be 22) acute-care hospitals, and she is expanding her oversight into 
the IDN’s ambulatory practices. She also serves as chief  executive officer 
of  the North Shore-LIJ Alliance, a local group purchasing organization 
that supports the purchasing operations for all of  Northwell Health.  

Today, McCready and her team manage more than 82,000 SKUs for 
the health system, some 7,000 contracts, and about $2.6 billion in spend. 

Even though the purchasing budget for the 21 acute-care hospitals 
far exceeds that of  the physician offices, McCready takes seriously the 
need for – and opportunity to – lower costs among the latter. And she 
feels she is in a good position to do just that.

“I’ve always felt that my connection in healthcare has been to the 
clinician, whether it be nurses, physicians or someone else,” she says. 
“And it’s very rewarding to get to know the physicians better.”

Meet and greet
The challenge for supply chain executives is staying in front of  the 
physician-office acquisitions, and getting out and meeting those in the 
practices as soon as they come onboard, to learn their needs and en-
gage them in the supply chain process.

“Physicians are open to change, but their focus is on their patients 
and the quality of  their services first and foremost,” says McCready. “So 
how do we help them improve the quality of  their patient care while 
managing their bottom line better, and what tools can we show them?”

Henry Schein Medical plays a strong supporting role in that task, she says. 
And after Northwell Health and the distributor sign a contact (expected soon), 
Henry Schein will play an even more vital role in the future. For example, the 
distributor has placed one of its regional account managers – Ashley Brangers 

– onsite to coordinate and focus solely on supply 
chain’s interaction with the physician practices.

Henry Schein as partner
The distributor will work with the IDN supply 
chain team and the service line leaders in 2016 
to develop a portfolio or formulary of  prod-
ucts for use in the physician offices. And Henry 
Schein will service all of  the physician practices 
in low-unit-of-measure from its own facility. Al-
though Northwell Health services its acute-care 
facilities from its own Integrated Distribution 
Center, or IDC, which it opened in Bethpage, 
N.Y. in 2011, it is looking to partner with Henry 
Schein to service the 400+ physician locations 
that comprise its ambulatory network.

Henry Schein is also expected to play a key 
role in outfitting new or recently acquired practic-
es, as it has done with Northwell Health’s urgent 
care centers. Already, the distributor has proven 
its value in linking Northwell Health practices 
with key manufacturers, such as Welch Allyn and 
Midmark. “Henry Schein gets people talking to 
each other, to make sure they get the right equip-
ment for their practice, and to help us standardize 
throughout the system,” says McCready.

Perhaps one of  the distributor’s most valu-
able deliverables (after a final contract is signed) 
will be providing the IDN with quantifiable in-
formation about product usage, cost and per-
formance. With data, McCready and her team 
can manage the system-wide supply chain from 
a corporate level. For example, they can identify 
products coming off  of  formulary; or if  one 
practice encounters a problem with a product, 
the supply chain team can alert all others.

“Analytics are critical to support our 
needs,” McCready says. “The fact that we 
will have someone here full-time to help us 
understand and document our usage and sav-
ings is critical.” JHC

“How do we help 
physicians evolve from 

being in control of 
their practices for years 
and making their own 
product decisions, to 
convincing them that 

through standardization, 
we can not only help 

their practice, but all of 
our practices?”
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REGIONAL PURCHASING 
COALTITION

As hospital supply chain executives continue to recognize the value 
of  fully engaging their clinicians, more and more are on board with a physician-
engaged sourcing model, which makes physicians and administrators mutually 
accountable for their organization’s healthcare costs while delivering quality 
patient care. Excelerate – a joint venture between Cleveland Clinic and Vizient 
Inc. (the new brand identity for the organizations formerly known as VHA 
Inc., UHC and Novation) – has subscribed to this model since it was formed in 
2013. From the start, its mission was to “take the traditional GPO model to a 
new level,” says Sean Patrick Lyden, MD, FACS, vascular surgeon and associate 
professor-medical director, clinical supply chain management, Cleveland Clinic 
Foundation and chief  medical officer for Excelerate. 

Excelerate has achieved a quality-centric, physician-engaged sourcing 
model by executing data-driven, market-leading contracts; creating supply 
utilization guidelines designed to decrease clinical variation; and provid-
ing peer-to-peer physician engagement, Lyden explains. “Members joining  

Excelerate understand that a culture 
change in product utilization and 
clinical practices is required for con-
tinued success, and they are seek-
ing a business partner to help them 
achieve their goals,” he says. “The 
physician-engaged sourcing model 
allows physicians and administrators 
to have mutual accountability for 
costs and patient outcomes.” 

In a little over two years, Excelerate 
has added 11 health systems, including 
three large IDNs with over 40 hospi-
tals, to its membership, according to 
Lyden. “Health systems such as Pro-
Medica (Ohio), Kings Daughter Med-
ical Center (Kentucky) and Riverview 
Health (Indiana) all have found value 
in Excelerate’s physician-engaged 
sourcing model and value proposi-
tions,” he says. “A recent new member 
cited its decision to join as less of  a 
supply chain initiative and more clini-
cally based, focused on a reduction in 
clinical variation. And, the purchas-
ing coalition is open to expansion, 
he adds. “Excelerate is actively re-
cruiting like-minded members inter-
ested in making substantive system 
changes to improve clinical quality, 
reduce clinical variation in physician 
preference and clinical preference 
areas, and engage physicians and cli-
nicians in outcomes-based sourcing. 
Active discussions are underway with 
other medium to large health systems 
across the United States.”

The Journal of  Healthcare Contract-
ing recently spoke to Dr. Lyden about 
the coalition’s initiatives, advantages 
it has offered to its members, and the 
processes and protocols that have 
ensured its success.

Physician-Engaged 
Sourcing
Excelerate brings clinical perspective to the supply chain
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REGIONAL PURCHASING 
COALTITION

The Journal of Healthcare Contracting: 
What advantages has Excelerate pro-
vided for its members?
Sean Patrick Lyden: The advantages Excel-
erate consistently brings its membership is the 
ability to present and implement a robust, clin-
ically vetted portfolio specializing in physician 
preference items, like orthopedic, heart and 
vascular products, along with traditional com-
modity products. Excelerate encourages great-
er commitment levels and standardization than 
other GPOs and members benefit through 

better-than-anticipated savings and decreased 
inventory management. Excelerate also lever-
ages tools, internal/external research and re-
sources – like its proprietary supply utilization 
guidelines – to encourage consistent clinical 
application; enhance physician engagement; 
and remain focused on cost-performance 
transparency for clinicians and administrators 
for informed decision-making. 

JHC: What are some of the top initia-
tives Excelerate has pursued in the last 
12 months?
Lyden: Physician preference and clinical pref-
erence items are the foundation of  our phy-
sician-engaged sourcing model, so improving 

these has been a primary initiative for us. For example, Excelerate mem-
bers collaborated and implemented a standardized cardiac rhythm man-
agement program at all member health systems. Another key initiative 
has been the development of  supply utilization guidelines designed to 
decrease clinical variation. Based on extensive research, these guide-
lines identify market-leading products and make recommendations uti-
lizing clinical evidence and patient outcomes data. For example, in the 
Hernia Mesh guideline, the member is guided through an algorithm, 
which directs select usage based upon clinical criteria and outcomes. 
Finally, peer-to-peer engagement is a key strategic initiative for Ex-
celerate. The physician-to-physician discussions are collaborative and 
focused on understanding product options, clinical practice patterns 

and changing behaviors that lead to improved 
patient efficiencies.

JHC: How has being part of Excelerate 
enabled members to leverage their 
buying power?
Lyden: Excelerate’s quality-centric focus pro-
motes physician engagement, which leads to 
more clinicians willing to adopt products that 
maintain positive outcomes. By providing 
a formulary-based and evidence-driven ap-
proach for procurement, healthcare systems 
create the ability to standardize and affect sup-
ply utilization management. Creating transpar-
ency to clinicians provides the ability to hold 

both providers and suppliers contractually accountable to helping lower 
supply/service costs.

JHC: How much in savings has Excelerate achieved since it  
began in 2013? 
Lyden: Over the past two years, Excelerate has saved members sig-
nificant dollars, as well as provided a process to engage clinicians in 
their most expensive product areas, while keeping quality its underlying 
focus. Excelerate’s membership is realizing on average over 25 percent 
in the high-dollar, high-usage physician preference items.

JHC: Please explain your process whereby your supply chain 
executives meet and make their decisions.
Lyden: Excelerate uses a clinically vetted process in making sourcing 
decisions. Discussions are clinical, not contractual or financial. Exten-
sive product research is conducted, reviewing clinical evidence, patient 

Discussions are clinical, not 
contractual or financial. Extensive 
product research is conducted, 
reviewing clinical evidence, 
patient outcomes, product 
attributes/trials and data analysis 
for the service line categories.
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REGIONAL PURCHASING 
COALTITION

outcomes, product attributes/trials and data 
analysis for the service line categories. An in-
depth product report and recommendation 
is presented to develop the sourcing strategy. 
Contract discussions occur only after clinical 
input, product attributes and clinical evidence 
have been extensively reviewed and agreed 
upon. Excelerate’s resources manage every 
facet of  operations, including clinical and 
product evaluations, sourcing, guideline de-
velopment, and sales and marketing.  

JHC: How do you co-exist with your GPO?
Lyden: As a joint venture between Cleveland Clinic and Vizient, Exceler-
ate is structured as a full-functioning GPO and uses Vizient as its contract-
ing agent, ensuring complete portfolio options and customer service.

JHC: How do you ensure that the interests of each of your facili-
ties are considered and that each facility’s needs are met? 
Lyden: Excelerate’s collaborative process includes engaging key 
member stakeholders (clinicians, supply chain, finance, administra-
tion, etc.) and soliciting their clinical input and expertise in making 
sourcing recommendations, which provide the best option for pa-
tient care and outcomes. Physicians are absolutely essential in provid-
ing input from their clinical and financial vantage point to help strike 
an essential balance in providing current clinical information, which 
sourcing can utilize to negotiate on behalf  of  members. Members 
have designated physician champions for hospital service lines, who 
provide their clinical input during the evaluation process and assure 
us the most up-to-date information, data and outcomes necessary for 
contract negotiations. This provides a strategic structure to combine 
our membership’s combined knowledge and data, and to carefully 
evaluate the best products for the best price that will lead to the high-
est level of  compliance and patient outcomes.

JHC: Is it difficult to get buy-in to Excelerate’s contracts from 
each of your facility’s physicians and staff?
Lyden: Members that join Excelerate are like-minded and confident 
in the physician-engaged sourcing model. They understand that phy-
sicians are highly data-driven individuals who make decisions based 
on achieving superior patient outcomes. They trust the portfolio has 
been developed with the highest level of  clinical evidence review 
and clinical input. Excelerate offers members peer-to-peer engage-
ment, where physicians consult with one another on clinical deci-
sions, share data, and review clinically proven supply utilization and 
standardization guidelines.  

JHC: Other than cost-savings Excelerate has achieved through 
greater volume purchasing, what has been the greatest ben-
efit of the coalition to its members? 
Lyden: In addition to offering members substantial savings on the 
clinical and physician preference items within our portfolios, Exceler-
ate’s value is how it immediately aligns physicians around clinically vet-
ted preference items and protocols, helps eliminate unnecessary prac-
tice variation and improves comprehensive care coordination. JHC

What the  
future holds

JHC asked Sean Patrick Lyden, MD, chief 
medical officer for Excelerate, where he en-
visions the RPC in the next five years.

“As executives strive to reach that ulti-
mate balance of quality and savings, they 
must ensure they have a voice in a collab-
orative forum where supply chain, admin-
istration, finance and physicians can come 
together to make the smartest, data-driven 
purchasing decisions that account for each 
stakeholder’s respective area. These deci-
sions have to be scalable and applicable 
across caregivers and they need to be flex-
ible to allow for practical application in the 
clinical setting (e.g., the introduction of 
new technology). Over the next five years, 
we believe Excelerate’s innovative model 
will be nationally known as the foundation-
al process and structure allowing member 
hospitals to collaborate and address some 
of the most challenging clinical areas. With 
the assistance of Excelerate, providers will 
be able to formulate clinical input from 
front-line caregivers while listening to the 
evidence and sharing best practices across 
the Excelerate membership.” 
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Professional  
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Christopher Fontana 
builds trust with 

his health system’s 
clinicians in the  
journey toward  

cost reduction and  
product improvement

By Laura Thill
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“While a cost, quality and outcomes (CQO) approach 
has existed at Jefferson Health for some time, supply chain 
and administration seemed to be working independently, 
with clinicians having no incentive to participate,” says 
Fontana. At times, it appeared the clinicians were “reluc-
tantly along for the ride,” he adds. “Much good work was 
being done on a project-by-project basis, but there was no 
cultural buy-in to the idea of  cost management.”

The advancement of healthcare
When Fontana joined Thomas Jefferson University and 
Hospitals in 2013 (which has since merged with Abington 
Health in May 2015 to form Jefferson Health), he brought 
with him a strong background in global electronic sourc-
ing and procurement. “Before Jefferson Health, I was 
with GlaxoSmithKline,” he says. “Their procurement 
function was perennially ranked among the world’s best 
and I was fortunate to work with and for some very tal-
ented people. I learned a lot about leadership and what 
good procurement is made of. Until my last year there, I 
ran the global commercial and research and development 
eSourcing team within procurement. My group focused 
on increasing the delivery and efficiency of  the sourcing 
process across indirect categories through developing and 
executing innovative sourcing strategies and leveraging 
technology. This drove tens of  millions of  dollars in an-
nualized savings and accelerated the delivery window. In 
my final year at Glaxo, I helped lead the transformation 
of  the global procurement function, redesigning it from 
the ground up to better align the function with changes 
in the marketplace and the business and geographic needs 
of  the organization. I was attracted to the opportunity at 
Jefferson Health because it permitted me to continue this 

transformation work in a new industry, at a place where 
the outcome of  my work would be very closely connected 
to something as meaningful as the quality and advance-
ment of  healthcare and research.”

Today, Fontana has oversight of  sourcing, contracting, 
purchasing and supplier relationship management at Jeffer-
son Health. His responsibilities include building relationships 
with departments, clinicians and other stakeholders to align 
with their processes and needs; analyzing Jefferson’s portfolio 
of  products and services; identifying opportunities to reduce 
costs and/or improve technology; developing and executing 
sourcing strategies; and contracting with select vendors (in-
cluding developing these relationships and managing vendor 
performance to ensure continuous improvement and a focus 
on innovation). Fontana’s team also maintains all item cata-
logues from which supplies are ordered. 

Driving change
In 2015, Fontana made it a point to partner with clini-
cians, focusing on “the realities and risks of  managing 
supplies the old way, leading to variation and preference 
that add undue cost and threaten the financial health of  
hospitals and, by extension, the livelihood of  the clini-
cians themselves,” he explains. “It’s a collaborative effort 
that couldn’t be done without the support of  senior ad-
ministration, including our president, department heads, 
my vice president of  supply chain and many others who 
play an integral role in trying to sell this message. What 
we tried to do – very successfully in some areas and with 
much work to be done in others – is align our clinicians 
with our sourcing processes, making them partners in our 
efforts to help choose the best products. CQO is still at 
the core of  everything we do, but we’ve also had to look 

Theoretically, a cost, quality and outcomes approach should lead to sound fiscal 
results for an IDN. But, as Christopher Fontana, director of  strategic sourcing at 
Jefferson Health and the JHC Contracting Professional of  the Year, discovered, without 
the full engagement of  all players in the hospital system – including the clinicians – the 
outcome will be much less effective than originally intended. 
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at upstream impacts of  our product decisions, asking how 
these products affect revenue, patient reach and satisfac-
tion, our volume of  cases, and more.”

In the last year and a half, Fontana and his team have 
looked at their spend profile “from top to bottom,” and 
prioritized their efforts based on complexity and value to 
ensure that their sourcing efforts align with the new real-
ity of  the healthcare marketplace. Categories are continu-
ously reviewed, with several questions asked, he explains: 

• “Is there something better we could be doing?”
•  “Are there better products that could  

have been introduced?” 
•  “Are we keeping pace with technology  

and our competition?”
• “Has market pricing shifted?” 
• “Could we consolidate our supply base?” 
•  “Are there changes in practice that could help 

reduce variation and cost?” 

bio-burden and reduced infections, etc. These are very vis-
ible, very important effects, which improve patient care and 
satisfaction of  patients and clinical staff.”

The success of  Jefferson Health’s physician engage-
ment model is reflected in its orthopedic program. “Jef-
ferson has one of  the largest and most successful ortho-
pedic programs in the country,” Fontana says. Yet, despite 
several successful savings efforts in the past, changes in 
the marketplace left the IDN with supply costs that were 
“higher than what a program of  our size merits,” he 
points out. “Orthopedic categories are typically physician 
preference, meaning surgeons [may select] the products 
of  their choice as long as the suppliers subscribe to our 
price points. Given the size and success of  the program 
here, driving change and convincing the surgeons to sup-
port a rigorous sourcing process – and potentially limit 
their choice – was going to prove difficult. 

“We met with the departments and surgeon cham-
pions, developed a common understanding of  products 

“It’s a collaborative effort that couldn’t be done without the support 
of senior administration, including our president, department heads, 

my vice president of supply chain and many others who play an 
integral role in trying to sell this message. What we tried to do – very 
successfully in some areas and with much work to be done in others 

– is align our clinicians with our sourcing processes, making them 
partners in our efforts to help choose the best products.”

“There are many dots between a sourcing process and 
the patient, and they are often hard to connect; but we’ve 
seen real impact to patient care that comes from better 
supply management,” says Fontana. “Let’s say we can con-
centrate volume with fewer vendors in a given orthopedic 
category. This translates not only to better pricing, but to 
fewer deliveries, reduced variation in instrumentation, im-
proved logistics and lower complexity – all of  which should 
lead to better, faster and more consistent sterilization of  
supplies that enable more on-time starts for surgeries, less 

that are core to their success (versus those where there 
is parity, or where premium pricing is deemed out of  
line with the benefits of  a given product), gained their 
support for a shelf  price approach (meaning physicians 
could use products from any vendor that can meet our 
prescribed price points) and proceeded to engage the 
supplier community,” Fontana continues. “We set ag-
gressive targets based on our assessment of  continued 
pricing trends in the marketplace, and in line with the 
prestige of  Jefferson’s programs.”
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In an effort that concluded last May, Jefferson Health 
agreed on terms with its largest supplier. However, two oth-
er high-volume suppliers refused to meet its targets. “This 
presented a real test to the solidarity of  our sourcing/physi-
cian partnership,” he notes. “Working together, we agreed 
to stand firm and ultimately suspended the two vendors. 
This in itself  is nothing to gloat about, but it was a triumph 
of  this new physician engagement model that sent a mes-
sage – internally and externally – that this is a new era, that 
strategies developed in concert with supply chain and physi-
cians would not be compromised, and that variation would 
no longer be tolerated.”

With regard to another effort completed in Septem-
ber, in spite of  weeks-long negotiations with vendors, Jef-
ferson Health fell short of  its savings target. “We were 
confident we had done everything right up to this point, 
including a market assessment, a comprehensive stake-
holder engagement and communication plan, and a sound 
sourcing strategy with very clear messaging to our suppli-
ers,” Fontana says. “This was going to require either an ad-
justment to our goal or a revision to our approach, which 
could deliver the same financial benefit. 

“With hospitals around the country continuing to press 
vendors and squeeze margins, growth offered the only op-
portunity for us to meet our targets,” he continues. “But 

the growth of  one vendor means the decline of  another, 
and this meant limiting choice for our surgeons – a funda-
mental change from our initial shelf  price, all-play approach. 
Through much preparation, analysis and discussion, we 
gained the support of  the physician community to opt for a 
growth plan with one of  our key vendors. This growth rep-
resented a large financial opportunity, as well as a chance to 
implement strong service and performance standards into 
our agreement, meaning many of  the service-related issues 
that surgeons don’t typically associate with the contracting of  
goods could be addressed and actually improved. Through 
this process, we have strengthened our relationship with the 

surgeons and will dramatically reduce 
costs. And, we have entered into a true 
partnership with a vendor that will de-
liver superior service and quality.”

Since then, Fontana’s team has 
continued to assess all categories for 
alignment with the IDN’s new health-
care model, building “trust and rela-
tionships with our clinicians so that 
they are participants in the journey 
for cost reduction and product im-
provement, rather than passengers,” 
he explains. “We could have a few 
category-specific successes, but for the 
long-term sustainability of  our efforts, 
we need clinicians to believe in – and 

become advocates of  – our processes.”

True partners 
Jefferson Health’s success not only depends on a joint ef-
fort between the IDN’s supply chain and clinicians. As 
health systems across the country know very well, sup-
ply chain’s partnership with its suppliers is key. “The word 
‘partner’ gets thrown around very loosely these days,” says 
Fontana. “There are some suppliers with whom we have 
transactional relationships, and that’s okay, as long as we’re 
both honest about the nature of  the relationship. 

“The opportunity for strategic partnerships exists when 
our interests are aligned, both financially and clinically,” he 

Thomas Jefferson University Hospitals has 951 licensed acute care 
beds, with major programs in a wide range of clinical specialties. TJUH 
is among the nation’s Best Hospitals in cancer care; ear, nose and 
throat; gastroenterology and GI surgery; neurology and neurosurgery; 
ophthalmology; orthopedics; and urology, as ranked by U.S. News 
& World Report (2015-16). Thomas Jefferson University Hospitals 
merged with Abington Health in May 2015 to form Jefferson Health. 
Jefferson Health comprises five hospitals, 16 outpatient and urgent 
care locations, as well as physician practices throughout the Delaware 
Valley. Together, these facilities serve nearly 73,000 inpatients, 239,000 
emergency patients and 1.7 million outpatient visits annually.

Jefferson Health
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continues. “Our suppliers understand that we need to man-
age costs, but that we don’t want to compromise quality or 
innovation, and they work with us to identify scenarios that 
help us both grow. Partners can trust each other, and that 
trust works both ways. If  there are issues with products or 
services, we work with these suppliers to resolve them and 
invest extra effort into fostering the relationship. In return, 
we expect that our suppliers involve us in their selling activi-
ties to ensure that we’re aligned with our clinical staff, and are 
working together to review new products and opportunities, 
rather than being in a reactive or combative dialogue with 

clinicians because a supplier has attempted to triangulate the 
organization in order to build momentum on their own. 

“A good supplier partner is also open to constructive 
input and understands the importance of  reviewing the 
service it provides, which supports the products we are 
buying from them,” Fontana says. “Ultimately, partners 
should be innovative, transparent and collaborative so that 
we can grow together, reach more patients and improve 
and advance the quality of  the care we are giving them.”

Far-reaching effects 
The future of  healthcare contracting is positive, says Fontana, 
assuming supply chain executives adopt a healthy perspective 
moving forward. “Supply chain can no longer just be about 
price containment, contracting and purchase order efficien-
cy,” he says. “Cost is just one variable, and supply chain and 

contracting groups must recognize that the products we help 
choose have far-reaching effects that can impact revenue, pa-
tient satisfaction and the long-term health of  our hospitals. 
We must be purveyors of  the best products, services and 
technology that help our health systems grow through mar-
gin enhancement, patient reach and the advancement of  care. 
We must be seen by clinicians as partners in this endeavor – 
not bureaucrats through whom their practice and ability to 
serve our community rests. 

“There may be no function in a hospital more effectively 
positioned at the cross-section of  suppliers, clinicians and ad-

ministration to influence the supplies 
and services that directly support and, 
in many cases, impact growth and qual-
ity of  care,” says Fontana. “Hospitals 
that are forward thinking will recognize 
this and ask their contracting depart-
ments to do more than ever before. I 
believe we’ll see some sourcing and 
supply chain groups elevated to roles 
that involve strategic planning. Run-
ning good sourcing projects won’t be 
enough, and contracting departments 
will need to be more strategic by align-
ing themselves with departments and 

embedding themselves in their planning processes, in order to 
maximize the opportunities to advance care and reduce costs. 

“Cutting purchase orders in a timely fashion, having clean 
contracts and doing a good job at cost containment through 
effective one-off  projects will still be necessary, but this will 
need to be part of  a much more comprehensive approach to 
procurement,” he continues. This approach will depend on 
highly skilled people who can develop processes and utilize 
technology to build and leverage relationships throughout 
the organization, as well as develop sourcing plans that pri-
oritize efforts and generate high returns, he notes. They will 
also need to work with key suppliers to ensure that service 
and quality continuously improve. “The products we choose 
enhance our system’s ability to grow, enter new markets and 
stay on the cutting edge of  technology,” he says. “The deci-
sions we make must be with this big picture in mind.” JHC

There are many dots between a sourcing process and the patient, and 
they are often hard to connect, says Fontana. But they’ve seen real im-
pact to patient care that comes from better supply management. “Let’s 
say we can concentrate volume with fewer vendors in a given ortho-
pedic category. This translates not only to better pricing, but to fewer 
deliveries, reduced variation in instrumentation, improved logistics and 
lower complexity – all of which should lead to better, faster and more 
consistent sterilization of supplies that enable more on-time starts for 
surgeries, less bio-burden and reduced infections, etc.”

Connecting the dots
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Pharmacists are used to the frequent price hikes of branded prod-
ucts, says Erin Fox, PharmD, FASHP, director, Drug Information Service, Uni-
versity of  Utah Health Care, adjunct associate professor, University of  Utah Col-
lege of  Pharmacy, Department of  Pharmacotherapy. “I think what is so difficult 
recently are the high and unexpected price increases for off-patent medications.” 

Price hikes of  generics and branded pharmaceuticals are causing alarm 
among health systems and the public at large.

The U.S. Senate Special Committee on Aging held a public hearing on the 
topic in December. “Over the past several months, many [American Society of  
Health-System Pharmacists, or ASHP] members have brought to our attention 
an alarming trend in the generic drug market,” wrote the ASHP in a statement to 
the Committee. “Products that have been on the market for years and are largely 
considered essential to patient care have undergone dramatic price increases.

“ASHP is concerned that this trend may make some medications inaccessible 
to patients, and could have serious public health consequences. Furthermore, 
these price increases have placed enormous budgetary pressure on healthcare 
organizations, and long-term absorption of  these rapid and unpredictable price 
increases is unsustainable.

“[W]e are eager to learn more 
about why these price spikes are 
occurring and to explore potential 
policy options and market-based so-
lutions that may exist to prevent or 
minimize the likelihood of  this oc-
curring in the future.”

In its eagerness, ASHP is not alone.

‘Unhealthy markets’
“We’re seeing some of  the biggest 
price jumps in decades, and they’re 
adding tremendous pressure to our 
members’ strained budgets,” says 
Michael Alkire, chief  operating of-
ficer, Premier Inc. “We actually sur-
veyed our member C-suite executives 
about the financial challenges their 
organizations are facing as a part of  
our most recent Economic Outlook 
publication. Drug price spikes were 
far and away the top area of  concern, 
cited by 98 percent of  respondents.”

The extreme price spikes making 
the headlines today are the result of  
a handful of  bad actors seeking to 
maximize their profits, says Alkire. 
But the underlying cause is even big-
ger than that.

“Just about every price spike we 
have seen stems from unhealthy mar-
kets that lack competitive forces,” 
says Alkire. “For many drugs, there 
are only one or two companies in the 
U.S. responsible for the entire coun-
try’s supply. These market duopolies 
– or, more often, monopolies – give 
manufacturers pricing power with 
little competitive friction, [which] 
historically has kept pricing in check. 
This is why we’ve seen common 
50-year-old drugs priced at a level 
equal to that of  a breakthrough drug.

The Rx Price Hikes
Who’s to blame: Bad business practices,  
unhealthy markets, or both?

RX PRICING
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“Unfortunately, barriers to market entry 
exist that allow a company like Turing [whose 
former CEO, Martin Shkreli, achieved noto-
riety last year when the company raised the 
price of  Daraprim, for parasite infection, by 
5,000 percent] to hold market dominance. Al-
though we’ve seen improvements, the Food 
and Drug Administration continues to dig 
out of  a multiyear backlog of  generic drug 
application approvals, some of  which are for 
drugs that could offer competition to those 
that have experienced price spikes.

“Hospitals and health systems operate on 
a fixed Medicare service payment, so they’re 
left to absorb the added cost of  price spikes at 
a time when they’re already saddled with $280 
billion in payment cuts since 2010,” continues 
Alkire. “What’s more, in a population health 
environment, with providers increasingly go-
ing at financial risk for the total cost of  care, 
price spikes can put ACOs at risk to pay 
Medicare for care costs beyond their control.

“The outlook remains extremely threaten-
ing, as more price spikes occur and new, high-
cost drugs stream into the market.”

University of Utah
The rising prices for formerly inexpensive 
hospital medications is a new and critical is-
sue for healthcare providers, says Fox, who 
directs the Drug Information Service, which 
provides drug-shortage content for the public 
website of  the American Society of  Health-
System Pharmacists.

“Often these are medications that are used 
in an emergency, in the operating room, or for 
critically ill patients,” she says. “Hospitals typi-
cally get paid a capitated rate – a set amount – 
for a given patient. They can’t raise their prices 
and get paid more just because a drug com-
pany has suddenly raised theirs. These medica-
tions aren’t new – many of  them have been 
around since the ’50s and are off-patent.”

In her testimony to the U.S. Senate Special Committee on Ag-
ing in December, Fox pointed out that in 2013, University of  Utah 
Health Care paid approximately $50 a vial for nitroprusside and iso-
proterenol, which were sold by Hospira. Marathon purchased these 
products from Hospira in 2014, and raised the price of  nitroprusside 
to about $215 and isoproterenol to about $440. In 2015, Valeant pur-
chased these drugs from Marathon, and prices increased again – ni-
troprusside went from $215 to about $650, and isoproterenol went 
from $440 to about $2,700. 

“When we became aware of  these new price increases, we calculat-
ed the potential impact to our inpatient pharmacy budget and discov-
ered that if  we continued to purchase the same amount of  each drug, 
it would cost our organization just over $1.6 million more for isopro-
terenol and approximately $290,000 more for nitroprusside compared 
to what we paid the previous year,” she said.

To address the situation, University of  Utah Health Care started 
by educating its physicians on the drug price increases and developing 
cost-reduction strategies, said Fox. One such strategy was removing 
isoproterenol from approximately 100 crash carts.

“Our physicians reported 
that they rarely used isoproter-
enol, but that the medication 
can be very important in man-
aging an emergency where a 
patient’s heart rate is extremely 
low,” she said. “With that in 
mind, our physicians decided 
that, instead of  stocking iso-
proterenol in crash carts, we 
would only stock isoproterenol 
in the pharmacy backup boxes 
that our pharmacists bring to 
the codes. In this way, the phy-
sicians could still have access 
to a critically important medi-
cation, but we wouldn’t face 
the full burden of  $1.6 million 
for just one medication.

“Unlike isoproterenol, we 
have not found a way to drasti-
cally reduce use of  nitroprus-
side, a drug that is critically 
important for some patients,” 

“The Food 
and Drug 

Administration 
continues to dig 

out of a multiyear 
backlog of 

generic drug 
application 

approvals, some 
of which are for 
drugs that could 

offer competition 
to those that have 

experienced  
price spikes.”  

– Michael Alkire
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Fox continued. “For now, we are working on 
educating our physicians on the higher costs 
associated with nitroprusside, and are provid-
ing suggestions for alternatives when it makes 
sense. But most of  the time, the use of  nitro-
prusside is clinically appropriate and there are 
no good alternatives.”

Geisinger experience
“Drug price increases are not new,” says Joel 
Meckley, vice president, Enterprise Supply 
Chain, Geisinger Health System, Danville, Pa. 
“However, the impact of  the increases until 
now has been blunted because there had been 
numerous high-use products that have gone 
generic, such as Plavix, Lipitor and Singulair.

“Today we see the unprecedented increases 
in generic drug prices that represent upwards of  
90 percent of  prescriptions filled in pharmacies,” 
continues Meckley. “Also, new medications, such 

as those for the treatment of  Hepatitis C and 
oncology, have added to the overall prescription 
medication inflation story, which has produced 
pharmaceutical trend rates we have not seen in 
quite some time. These changes, combined with 
the usual inflation in the market we typically see, 
have caused significant concerns for hospitals, 
payers and our patients.”

In FY15, the inflation and utilization rate 
for Geisinger inpatient drugs was 12 percent, 
while that for pharmacy outpatient and retail 
areas was 16 percent. For FY16, Geisinger es-
timates the overall percentage to be approxi-
mately 13.5 percent for inpatient medications. 
“These double-digit inflation rates are rapidly 
making pharmacy our most ‘expensive’ sup-
ply chain,” says Meckley. 

That said, Geisinger reduced its pharma-
ceutical spending by over $20 million in FY15 
by integrating pharmaceutical contracting for 
the Clinical Enterprise and Geisinger Health 
Plan® (with 480,000 members) under Supply 
Chain Services. The integration encourages 

standardized formulary management across the Clinical Enterprise 
and the Geisinger Health Plan, and “allows for more efficient and ef-
fective communication and treatment efforts with our patients as well 
as combining volumes to go to market in a much different way than 
previously done,” says Meckley.

“Today, most providers rely on their GPO contracts and their relation-
ship with their pharmacy wholesaler. There are few direct relationships with 
manufacturers. We are building these relationships and making sure that the 
pharmaceutical manufacturers understand that we – provider and patients – 
are their customers, not the wholesalers. They need to work directly with us 
to break down things like antiquated classes of  trade and utilization manage-
ment. The new efforts with bundled payments and population health make 
this endeavor even more important than it was in the past.”

Murkiness 
Compounding the problem for providers is the lack of  transparency in 
the pharmaceutical market, according to those with whom the Journal 
of  Healthcare Contracting spoke.

“Few things related to the pharmaceutical industry are transparent, 
and I think pricing is just one of  those issues,” says Fox. “Most contracts 

“Few things related to the 
pharmaceutical industry 

are transparent, and  
I think pricing is just one 

of those issues.”  
– Erin Fox
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that you sign with a pharmaceutical company contain language that the 
contracted price must not be disclosed. Another transparency issue is 
related to manufacturing. The true manufacturer of  a product is often 
not disclosed, and even the list of  products produced at a factory is 
considered proprietary by the manufacturers. This lack of  transparency 
makes it difficult for hospitals to base purchasing decisions on the quality 
record of  a company. 

“FDA discloses warning letters and inspections by company, but 
when you don’t know what company makes a medication, purchasing 
on quality is extremely difficult,” continues Fox. “I think we absolutely 
need more transparency related to medications, but currently the phar-
maceutical industry gets to decide what is or is not disclosed.”

Speaking at a November 2015 pharmaceutical forum hosted by 
the U.S. Department of  Health and Human Services, Centers for 
Medicare & Medicaid Services Acting Administrator Andy Slavitt 
said, “There are list prices, wholesale prices, average wholesale prices, 
rebates, supplemental rebates, markups from hospitals, markups for 
physicians, different costs when a drug is administered outpatient 
than inpatient, formulary tiers, mail order prices, biosimilars prices 
and, of  course, patent expirations, 
compounds, samples, and many 
other ways that end up obscuring 
the reality of  the price paid, who 
pays it, and how all of  it influences 
treatment decisions. And most of  
that information is not available 
or well-understood by the public, 
making it hard to have confidence 
that we have a truly functional and 
transparent market that delivers 
good value for patients.

“The truth is we don’t have 
enough public information on the 
effectiveness of  new drugs in the 
real world or about prices and rebate 
structures,” he continued. “As a result, 
anecdotes – whether about pervasive 
generic price increases or other things 
– draw significant attention. And in 
order to avoid reacting to misinfor-
mation, we must increase the trans-
parency of  the information available 
about drug pricing and value.

“How do we make public the information 
that will allow us to understand prices and val-
ue? How do we educate the public on the cost 
of  these medicines, the value chain, the mea-
sures of  effectiveness? How do we create vis-
ibility into price increase? How do we help the 
public have an informed debate over the size of  
federal and state expenditures or the unit costs 
or patient value created? We want ideas on the 
best way to take steps to improve transparency.”

Creating competition
The federal government can take action to 
encourage competition in the pharmaceuti-
cal market, which could lead to lower prices, 
says Alkire. 

“We need a more nimble FDA that can 
take action when only one or two manufactur-
ers market a specific drug and when extreme 
price hikes occur. As such, Congress should 
give the agency authority to let companies 
cut to the front of  the approval process if  
they have drugs providing competition to the 
duopolies or monopolies. This is particularly 
important at a time when there is a 42-month 
backlog in approval of  new generic drugs.

“It’s an approach that will bring more 
competitors to the market while rational-
izing pricing according to the laws of  sup-
ply and demand. We believe it to be prefer-
able to government-imposed price controls, 
which can have a chilling effect on market 
entrants and lead to some products leaving 
the market completely.”

In December, the Healthcare Supply 
Chain Association – which represents group 
purchasing organizations – urged Congress 
to address price spikes in the generic drug 
market by granting the FDA authority to ex-
pedite review and approval of  new drug ap-
plications for products where there are two 
or fewer manufacturers, or in instances where 
there have already been price spikes. JHC

“We are  
making sure 

that the 
pharmaceutical 
manufacturers 

understand 
that we – 

provider and 
patients – are 

their customers, 
not the 

wholesalers.”  
– Joel Meckley



February 2016 | The Journal of Healthcare Contracting38

RX PRICING

Group purchasing organizations can play a significant 
role in helping providers hold down pharmaceutical 
prices while ensuring value for the money paid, says 
Michael Alkire, chief operating officer, Premier Inc.

“We found price spikes for generic drugs not on 
contract with Premier increased costs by an average 
of 27.4 percent over a three-year period – 2012 to 
2015,” he says. “Some spikes were well into the thou-
sands of percent. In contrast, Premier-contracted 
generics increased in price by just an average of 1.8 
percent a year – far slower than the rate of inflation 
or the rate of healthcare spending growth overall.

“A key reason for our success in mitigat-
ing price increases is our ability to bring small 
and emerging generics manufacturers to the 
market and help them secure multiyear con-
tracts that reduce the risk of market entry. With 
longer-term contracts in place, manufacturers 
can accurately forecast demand and determine 
the materials they need to make the drugs. Our 
members have also realized value from this ap-
proach, with a reliable supply delivered at a  
14 percent savings.”

Says Alkire, “Healthcare is in need of a total 
cost-of-care approach, which 
takes into account a product’s 
price and its ability to improve 
patient outcomes in both the 
short and longer term.” Premier is 
working with other segments of 
healthcare – including the phar-
maceutical industry – to assume 
a similar level of risk and account-
ability by replacing fee-for-service 
contracts with a value-based con-
tracting approach, which rewards 
vendors for how well their prod-
ucts work, he says.

“In most areas of care, there are 
competing drugs and devices that 
are designed to save and improve 
lives. It is Premier’s goal to harness our 
scale, data and contracting expertise 
to help our members and manufac-
turers assess the value of competing 
products. This market-based ap-
proach will spawn a variety of new 
pricing and risk-based models.”

Price/Value
Group purchasing’s role in helping to manage pharmaceutical prices

“Healthcare is in need of a total 
cost-of-care approach, which 

takes into account a product’s 
price and its ability to improve 
patient outcomes in both the 

short and longer term.”
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In 2014, the Centers for Medicare & Medicaid Ser-
vices spent $140 billion on prescription drugs for 
seniors, the working poor, children, and people 
with disabilities in the Medicare and Medicaid 

programs, pointed out CMS Acting Administrator 
Andy Slavitt, speaking at last November’s “HHS 
Pharmaceutical Forum: Innovation, Access, Af-
fordability and Better Health.” This doesn’t include 
prescription drug spending for the Children’s 
Health Insurance Program and the Marketplaces, 

where monthly premiums are highly influenced 
by prescription drug costs.

Spending on medicines increased 13 per-
cent in 2014, compared to 5 percent for health-

care spending growth overall, 
the highest rate of drug spending 
growth since 2001, Slavitt said.

“Drug costs are not just the 
states’ and federal government’s 
fastest growing cost, but through 
Part B and D premiums, co-insur-
ance and deductibles, our benefi-
ciaries pay 16 percent of the bill, 
making this a real kitchen table 
issue for working families and 
retirees. Per capita Part D costs 
increased by 11 percent in 2014, 
driven by increased spending on 
high cost drugs in the catastroph-
ic phase of the benefit.

“Given these costs, consum-
ers’ access is already under threat. 
Surveys suggest that as many as 
one in four Americans cannot af-
ford and, therefore, do not fill the 
prescriptions on which their health 
depends. State Medicaid agencies 
in some cases are in the difficult 
position of withholding vital thera-

pies for people in need. The reality is, cures and im-
provements in the quality of life are not available 
to everyone. Access isn’t a problem of the future – 
it’s a problem of today, and evidence suggests that 
this trend of diminishing access will continue if we 
do not work together to find viable solutions.”

A ‘Kitchen Table’ Issue
Health systems aren’t the only ones concerned about rising pharmaceutical prices. 

“ Access isn’t a problem of the future – 
it’s a problem of today, and evidence 
suggests that this trend of  
diminishing access will continue  
if we do not work together  
to find viable solutions.”
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Ideas that Make Cents
Thirty ideas on how to save money in your medical practices

It’s the quintessential healthcare balancing act: 
Improving the quality of  care while decreasing costs. Ev-
ery inpatient and outpatient provider faces the challenge. 

For Cleveland Clinic, the stakes are huge. After all, in 
2014, the multispecialty academic medical center totaled 
5.9 million outpatient visits and 153,000 admissions.

Several years ago, Cleveland Clinic launched “My 
Two Cents,” a program that invited caregivers to submit 
their ideas on ways to improve the organization in the 
areas of  patient experience, quality and safety, employ-
ee engagement, or marketing/growth, explains Michael 
O’Connell, MHA, FACMPE, vice president, clinical and 

support services, Cleveland Clinic, Marymount Hospital. 
The program has resulted in 1,011 ideas and several mil-
lion dollars in savings.

Then, two years ago, the organization assembled eight 
teams – each with a physician chairman – to address care 
affordability. “All areas of  the enterprise needed to be 
looked at from a fresh perspective,” says O’Connell. The 
result? $498 million in cost-savings in 2014-15.

Speaking at last fall’s annual meeting of  the Medical Group 
Management Association in Nashville, Tenn., O’Connell dis-
tilled hundreds of  ideas down to what he called “30 Ideas on 
How to Save Money in Your Medical Practice.”

TRENDS
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No. 1: Provide more electronic 
options. Cleveland Clinic no longer 
mails paper payroll checks, W-2s or 
open-enrollment packages to em-
ployees. All are available online. Total 
one-year payroll savings: $640,000 
(figuring 44,000 employees and 26 
pay periods).

No. 2: Standardize wound cleans-
ers. The organization went from five 
wound-cleansing products to one, 
with a cost-savings of  $10,000.

No. 3: Default printers to double-
sided printing. Doing so can reduce 
paper costs by 50 percent.

No. 4: Replace “Sharpies®” with 
alternative markers. Cost-savings:  
$2 per marker.

No. 5: Eliminate exam-room phones. 
By eliminating six phone lines in  
just one department, one area  
saved $1,500.

No. 6: Decrease overtime. Create 
options that prevent inappropriate 
use of  overtime. Examples: Institute 
a 36-hour work week, create a float 
pool, hire per-diem (PRN) nurses, 
reduce the 15-minute creep (that is, 
paying employees who consistently 
punch out several minutes beyond 
their scheduled end of  shift). 

No. 7: Consolidate online drug 
information resources. Cleveland 
Clinic went from two sources to 
one, saving $1 million.

No. 8: Provide in-house computer train-
ing for desktop applications. An organi-
zation such as Cleveland Clinic can avoid 
$200,000 in outside vendor fees.

No. 9: Reduce par levels of  supplies 
kept on clinical carts, or eliminate 
carts and centralize supply inven-
tory. Cleveland Clinic reduced par 
levels from 700 items to 330, saving 
$69,000 annually.

No. 10: Switch vendors of  supplies. 
Cleveland Clinic saved $17,000 by 
changing its vendor of  alcohol pads.

No. 11: Convert to unit-dose 
bacitracin packets. By converting 
to unit-dose packaging instead of  
28g tubes, Cleveland Clinic reduced 
the amount of  wasted product and 
saved $8,000 annually.

No. 12: Audit and consolidate 
courier pickup locations and times. 
The organization saved $35,000 in 
courier charges by doing so.

No. 13: Make e-prescribing the 
default option instead of  paper 
printing. Potential savings: 1 cent  
per page.

No. 14: Consolidate printing func-
tions. One location saved $5,000 
by using central printing units for 
departments instead of  multiple 
copiers in multiple locations.
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No. 15: Reduce size of  lotion bottles 
given to patients. Instead of  handing 
out 20-oz. bottles, distribute 10-oz. 
bottles. Save money per unit and 
reduce amount of  wasted product.

No. 16: Restock and reuse supplies 
that are still sealed. It’s a cost-saving 
alternative to throwing away  
such supplies.

No. 17: Standardize bivalirudin 
(blood thinner) concentration, from 
5 mg/ml to 1 mg/ml. Reduces the 
amount of  medication wasted, sav-
ing about $200 per drug dispensed.

No. 18: Replace foam cradle for 
patients’ arms at ambulatory surgery 
center. Cleveland Clinic reduced the 
price for each cradle from $6.19 to 
$2.57 by working with the vendor to 
settle on a comparable product.

No. 19: Implement programs and 
incentives for healthy lifestyle choic-
es by employees, including a tiered 
health plan, no-smoking policy and 
chronic-care programs. Cleveland 
Clinic reduced the rate of  employee 
health costs by 50 percent.

No. 20: Change sterile gloves. By 
switching the type of  sterile glove 
used in one department, Cleveland 
Clinic’s cost per box dropped $78 to 
$20, for a savings of  $5,000.

No. 21: Reprocess single-
use devices. Cleveland Clinic 
uses a third-party company to 
reprocess such devices, including 
arthroscopic shavers, blood 

pressure cuffs, catheter introducer 
sheaths, endoscopic trocars and 
electrophysiology catheters and 
cables. Results? 12-month savings of  
$3.3 million, and 95,101 pounds of  
waste diverted.

No. 22: Power off  computer moni-
tors at night. Annual cost-savings  
of  $6,100.

No. 23: Deactivate telephone and fax 
lines no longer in use. Thousands of  
dollars can be saved this way.

No. 24: Create a “green team” to 
identify ways to reduce, reuse and 
recycle waste. One Cleveland Clinic 
site has saved over $15,000 annu-
ally by eliminating the use of  one 
dumpster weekly.

No. 25: Evaluate formulary approv-
als based on evidence-based medi-
cine. By enlisting the support of  
the Medical Executive Committee, 
Pharmacy & Therapeutics Commit-
tee and clinical sub-specialty panels, 
Cleveland Clinic saved $750,000 in 
its oncology formulary.

No. 26: Evaluate use of  pagers 
and on-call schedules. One 
department reduced its on-call 
pagers from three to one, saving 
$8,500 annually (on-call pay and 
monthly pager fee).

No. 27: Eliminate desktop print-
ers. One location saved $12,000 (in 
hardware, toner and maintenance) 
by removing desktop printers in 
numerous departments.

No. 28: Create an Energy Commit-
tee to identify savings opportuni-
ties. In one location, the energy 
committee accounted for $100,000 
in projects in its first year. Exam-
ples: Replacing light bulbs, decreas-
ing temperature settings, turning 
off  lights.

No. 29: Remove rapid sequence 
intubation (RSI) kits and incorporate 
needed medications into code carts. 
Annual cost-savings at Cleveland 
Clinic: $1,200.

No. 30: Evaluate alternate waste 
options. By using purple waste 
bags for recyclable surgical items, 
Cleveland Clinic reduced garbage 
bin fees and achieved $230,000 in 
annual cost-savings. JHC
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TRENDS

Three focal points sum up what’s happening today in some of the most 
innovative supply chain initiatives between providers and their trading partners – 
including distributors, manufacturers, technology companies and GPOs:
1. Operational efficiency   2. Total cost to serve   3. Utilization and standardization

That’s according to a group of  thought leaders convened by the Association for 
Healthcare Resource & Materials Management, who were charged by AHRMM to 
uncover applications of  AHRMM’s Cost, Quality, and Outcomes (CQO) initiative. 

CQO was launched in 2013 to provide training and education to help sup-
ply chain professionals and their trading partners make the correlation between 
cost, quality and outcomes, as they explore strategic opportunities, and evaluate 
and select products and equipment. 

Supply chain directors are in a unique position to do just that, says AHRMM 
Senior Director of  Supply Chain Mike Schiller. “No other group interacts with ev-
ery major stakeholder internally and externally,” says Schiller, who was supply chain 
director at a major pediatric hospital in Chicago prior to joining AHRMM in January 
2014. That is to say, the supply chain director is perfectly situated at the crossroads of  
the IDN’s financial, administrative and clinical staff, and all its major trading partners.

Thought Leader Task Force
AHRMM convened its Thought Leader Task Force in 2015 as a continuation of  its 
first-ever Thought Leader Summit on CQO, held at the 2014 AHRMM Conference 
and Exhibition. Its goal was to identify, research and report on collaborative sup-
ply chain initiatives between providers and trading or business partners that involve 
better data standardization, sharing, analytics, and evidence-based decision-making to 
improve cost, quality, and outcomes.

After examining a number of  CQO initiatives, the Task Force found that 
the most innovative ones tended to fall under one of  the three themes – opera-
tional efficiency, total cost to serve, and utilization and standardization.
Operational efficiency. “We’re really talking about expanding the view of  supply 
chain partners,” says Schiller. “In the past, relationships were very siloed. ‘I’m the 
provider, you’re the supplier, and we’ll focus on our silos.’” But forward-thinking 
supply chain professionals recognize that cooperation among departments within 
the hospital or IDN, and cooperation with trading partners, can benefit everyone in 
terms of  efficiency and cost. In a CQO environment, supplier and provider make 
an effort to understand how their actions affect the other, then work together to 
find solutions, says Schiller. “It’s truly exciting, because historically, the relationship 

between provider and supplier hasn’t 
always been positive.”
Total cost to serve. Today’s healthcare 
providers are concerned not only about 
the cost to serve patients in the acute-care 
hospital, but the cost to serve them across 
the care continuum, e.g., primary care, 
rehab or skilled nursing facility, physical 
therapy, home care, etc. “It’s evolving, but 
it’s something new, as the supply chain 
grows horizontally,” says Schiller. 
Utilization and standardization. 
Providers are using outcomes, quality, 
and cost data to establish best practices 
in patient care, says Schiller. Evaluating 
clinical practice across a set surgical pro-
cedure is a prime example. Data helps 
the provider recognize supply utiliza-
tion, patient quality, and the outcomes 
impact to the organization. Analyzing 
the clinical variations and identifying 
where those variations can be standard-
ized lead to a best demonstrated prac-
tice. “CQO is really at the heart of  this.”

AHRMM is pleased at how broadly 
healthcare has embraced CQO in such 
a short period of  time, he says. And 
though CQO was initially envisioned 
as a three-year project, AHRMM has 
no intention of  stopping now. 

Look for another Thought Leader 
Task Force initiative, and another Thought 
Leader Summit on CQO in 2016 with 
an expanded format, says Schiller. “AH-
RMM continues to lead the charge, high-
lighting healthcare initiatives, providing 
roadmaps, and leading practices.” JHC

Cost, Quality, Outcomes
AHRMM initiative coming into focus

Editor’s note: AHRMM15 Cost, Quality, and Outcomes Summit White Paper can be accessed at www.ahrmm.org/
ahrmm/kc_documents/whitepapers_case_studies/cqo-summit-white-paper-2015.jsp
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ECRI’s Top 10 Health Technology Hazards for 2016 are:

Hospital Hazards

For more information on ECRI Institute’s report, go to www.ecri.org/2016hazards.

Approximately 70 percent of accidents involving a medical device 
can be attributed to user error or the technique of  use, according to ECRI 
Institute, a nonprofit organization focusing on technology innovation, safety 
and consulting.

Each year, the organization’s Health Devices Group publishes the Top 10 
Health Technology Hazards, intended to identify the potential sources of  dan-
ger that ECRI believes warrant the greatest attention for the coming year. 

  1.  Inadequate cleaning of  flexible 
endoscopes before disinfection.

  2.  Missed alarms, that is, failure 
to recognize and respond to an 
actionable clinical alarm condi-
tion, either because the medical 
device fails to detect an alarm 
condition, or the staff  fails to 
address the alarm appropriately.

  3.  Failure to effectively monitor 
postoperative patients  
for opioid-induced  
respiratory depression.

  4.  Inadequate surveillance of  
monitored patients in a telem-
etry setting. Reasons include the 

incorrect assumption that moni-
toring systems can reliably detect 
all potentially lethal arrhythmias, 
or the fact that patient monitor-
ing information is solely at the 
central station, where events  
can be missed.

  5.  Insufficient training of  clinicians 
on operating room technologies. 

  6.  Poor alignment between the con-
figuration of  a health IT system 
and a facility’s workflow, increas-
ing the opportunity for  
medical errors. 

  7.  Unsafe injection practices, 
such as reusing a needle or 

syringe, sharing an insulin 
pen among patients (even if  
a new needle is used), using a 
single-dose medication vial for 
multiple patients, or failure to 
use aseptic techniques when 
preparing, handling and  
injecting medications.

  8.  Gamma camera  
mechanical failures.

  9.  Failure to appropriately operate 
intensive care ventilators.

10.  Misuse of  USB ports, that is, 
plugging unauthorized devices 
or accessories into USB ports 
on medical devices. JHC

ECRI Institute identifies 
potential sources of 
danger that warrant the 
greatest attention

SAFETY
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PRIME VENDOR

How can your facility or system save money and improve sup-
ply chain efficiency? The answers are in the data – but finding the in-
sights within mountains of  information can be daunting.

That’s where your supplier partner can help, says Jeffrey Waldman, 
Chief  Administration & Operations Officer for Henry Schein Medical.

A supplier partner – in particu-
lar, a prime vendor distributor – 
has a great deal of  information 
and can help you use to it find 
opportunities and drive efficien-
cies. For instance, your supplier 
has data and intelligence on:

• What you’ve been buying
•  What similar facilities are using
•  What market trends  

are driving changes in  
product demand Jeffrey Waldman

•  What best practices can be applied  
to improve purchasing and  
logistics efficiency

“It’s not just about price anymore,” notes 
Waldman. “Customers need to attack total op-
erating costs, and data is the key to unlocking 
this potential.”

Creating the right formulary
Your prime vendor can help develop for-
mularies and custom catalogs for your us-
ers, Waldman says. “But before developing 
purchasing formularies, providers need to 
know exactly what they’re using now.” To 
help them figure that out, Waldman’s team 
meets with their customers to review their re-
cent purchasing patterns and examine crucial  

Health Industry Distributors Association

Finding Answers in the Data
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utilization data: products bought, purchase 
frequency, net spend per line, and so on.

With this data in hand, the provider’s sup-
ply chain manager can better identify prod-
ucts which should be on the formulary, as 
well as expensive or non-standard products 
that are being purchased too often. From 
this, the supplier can create a custom catalog, 
allowing the provider organization to moni-
tor and force formulary purchasing, greatly 
enhancing product standardization.

The purchasing history analysis often re-
veals opportunities to build and leverage vol-
ume. For instance, a health system that aims 
for 75 percent or greater compliance with 
GPO contracts may find that its actual figure 
is much lower. The custom catalog can be an 
important tool to direct purchases to formu-
lary products, and the data analysis can also 
help supply chain managers identify the most 
common non-compliant purchases so that us-
ers can be retrained if  necessary.

Improving logistics and  
inventory management
A thorough purchasing review will also reveal 
logistics opportunities, notes Waldman. “For 
instance, if  you’re purchasing one item today 
and two tomorrow, there may be a way we can 
help improve the efficiency of  your ordering 
habits,” he explains.

The next step is to better plan for demand 
changes. “We want to help our customers 
stay ahead of  the market in terms of  clini-
cal procedures,” says Waldman. “We combine 
predictive analytics with current market intel-
ligence to help our customers meet their clin-
ical needs.” For example, if  a prime vendor 
determines customers are conducting more 
checkups or procedures tied to type 2 dia-
betes, they can work with suppliers to better 
understand and increase access to products 
to serve those needs. 

How do vendors predict what’s ahead? At least three factors come into play:
•  The ability to interpret big data, as already discussed
•  Market experts who keep an eye on clinical and financial trends 

impacting future demand
•  Staff  members who are very close to the customer, at locations 

all over the country

Waldman explains: “Some of  our Healthcare Services team mem-
bers even have dedicated desks on site at our customer locations, 
allowing them to help drive the strategic goals of  the health system 
while observing what providers deal with every day. This helps us 
predict and address potential product needs at other locations.”

Electronic Data Interchange
EDI (Electronic Data Interchange) is a crucial tool that allows sup-
pliers and providers to manage and leverage data, Waldman em-
phasizes. “It’s fast, effective, and allows for a much easier product 
review and approval process,” he says. When purchases are done 
electronically, through a single system, the provider gains a much 

broader view of  its own 
buying habits and greater 
ability to identify improve-
ment opportunities.

Healthcare organizations 
have very unique needs, but 
all are concerned about sav-
ing money and improving 
clinical outcomes. To achieve 
these goals, Waldman en-
courages supply chain pro-
fessionals to take advantage 
of  the support their distribu-
tor can provide. “As a stra-
tegic prime vendor partner, 
our job is to ensure we pro-
vide the best possible infor-
mation to our customers. We 
want to educate while making 
sure each of  our customers is 
choosing the right products, 
getting the best prices, and do-
ing it all in the most efficient 
way possible.” JHC

“It’s not just 
about price 

anymore. 
Customers 

need to 
attack total 
operating 
costs, and 

data is the key 
to unlocking 

this potential.” 
– Jeffrey Waldman,  

Chief Administration & Operations 
Officer for Henry Schein Medical
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TRENDS

Three independent distributors who announced plans in De-
cember to form Concordance Healthcare Solutions say they can service 
providers caring for about 70 percent of  the U.S. population – and 
maintain their independent spirit while doing so.

That means they’ll maintain local customer service, sales and ware-
housing, and continue to support the branded products that their cus-
tomers prefer. At the same time, they intend to share their specific areas 
of  expertise and add field reps when necessary in order to present a 
full-service offering – that is, one encompassing products and services 
for both acute care and non-acute care – to their IDN customers.

In December, Kreisers, Inc. (Sioux Falls, S.D.), MMS – A Medical 
Supply Company (Earth City, Mo.) and Seneca Medical (Tiffin, Ohio) 
announced that they had entered into a definitive merger agreement to 
form Concordance Healthcare Solutions, LLC.

Concordance will have ap-
proximately 1,000 employees, 
19 distribution centers and $1.1 
billion in annual sales. MMS 
Executive Vice President Tom 
Harris and Seneca CEO Roger 
Benz will serve as co-presi-
dents. An operating board has 
been established, on which sit 
representatives from each of  
the three founding companies. 
Serving on the Senior Advisory 
Board – along with Harris and 
Benz – will be Dave Larson, 
CEO of  Kreisers; Gary Reeve, 
CEO of  MMS; and William Schultz, founder of  Seneca.

“It is easy to see the merit of  this combination by recognizing not only 
what it is, but also what it is not,” said Benz at the time of  the announce-
ment. “It is not an acquisition. It is a merger. Three equally dedicated in-
dependent distributors, possessing like cultures and business approaches, 
sharing and improving as a combined entity. This is not a transaction that 
results in a loser being cannibalized and incorporated into a winner.

“It is about furthering the development of  a customer-focused, 
agile, near-national, independent distributor, the likes of  which the 

healthcare industry has not enjoyed for de-
cades,” he continued.

All classes of trade
MMS and Seneca had been in discussions on 
and off  for a number of  years, said Tom Harris, 
speaking during a webinar sponsored by MDSI, 
publisher of  the Journal of  Healthcare Contracting. 
The process stalled for a time, but heated up 
about two years ago, when Harris approached 
Benz at an industry meeting. “We saw similari-
ties in business models, but more important, in 
the cultures of  the two companies,” said Harris. 
“We began discussions in earnest.” Dave Larson 
joined those discussions in the summer of  2014.

“It is our intent to have a highly experi-
enced sales presence in every healthcare class 
of  trade,” including acute care, primary care, 
IDNs, long-term care, government, home 
care, hospice, EMS, etc., said Harris. “While 
each of  us provides high levels of  service to 
[different] classes of  trade, we feel that each 
entity in Concordance has expertise that the 
others did not. It is our intent to fully use that 
expertise to develop a best-in-class sales force 
in every region we serve.

“Seneca is highly concentrated in acute 
care and has had great success in servicing and 
growing that space,” he said. “Kreisers has a 
strong presence in both acute care and alter-
nate site, and it has a very strong government 
division, which we’re all excited about. MMS 
has had a solid balance across all markets, and 
we’ve also been successful in a few niche mar-
kets, including our school health initiative and 
our direct-to-patient retail catalog. The exper-
tise of  each will be targeted across the entire 
space of  Concordance.”

Concordance Healthcare Solutions: 
An independent with plans to go national

“It is our 
intent to 

have a highly 
experienced 

sales presence 
in every 

healthcare 
class of trade.”  

– Tom Harris
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Independent spirit
“It really is our plan to continue to be re-
sponsive and customizable, and adapt to 
this ever-changing healthcare marketplace,” 
said Harris during the webinar. “We also will 
continue to expand our geographical cover-
age. Our ultimate goal is to truly become a 
national distributor.”

Even so, the plan is to continue to think 
like an independent.

 “Just because we’ve merged doesn’t mean 
we will become a centralized, rules-driven, 
policy-driven organization,” said Benz. “We’ll 
continue to bend and mold to the customer 
and his or her needs. That’s how the three of  
our companies got to where we are today.”

For the same reason, Concordance will re-
sist consolidating SKUs, he said. “It all goes 
back to customer focus,” said Benz. The ma-
jority – perhaps as much as 80 percent – of  
the SKUs each of  the three founders carry 
are identical, he said. As for the remaining 
20 percent, “we won’t tell the customer, ‘You 

can’t buy that one anymore.’ That’s when it becomes policy-driven, 
not customer-driven.”

Manufacturers should expect Concordance to emphasize branded 
products vs. generic ones, according to the three founders. 

Implementation
“We do have some challenges and opportunities,” said Larson. “Our 
main challenge is ensuring that the culture of  best-in-class service re-
mains at the core of  operational excellence as we move through the 
integration. The sooner we can be integrated operationally, the better 
we can go forward.” 

Each of  the founding companies has its own IT platform, said Benz. 
“Our IT people have already met and have begun the process of  analyzing 
what each system brings to the table, so ideally, we can pick what would be 
best in class. While we wouldn’t rule out a new system for everybody, that 
would mean all three of  us would have to change. But if  we could settle on 
one already in-house, that would mean change for only two of  us.”

“Over the last few years, we have really begun to see the independent 
distributor’s brand,” continued Benz. “We’re not here to bring a high 
marketing profile or questionable value-added services that one dreams 
up for the customer base. We’re here to bring fill rates, accuracy, service 
beyond expectations, customer service that’s localized to the customer, 
and a common-sense approach with phenomenal outcomes.” JHC

The players
Kreisers Inc.
In 1905, Frederick Kreiser opened 
a pharmacy in Sioux Falls, S.D. To-
day, Kreisers is a regional distributor 
across the upper Midwest offering a 
complete line of  medical equipment 
and supplies to hospitals, physicians, 
nursing homes, laboratory and home 
health providers. The company has 
six distribution centers, and is oper-
ated as a family business, led by the 
founder’s grandson, David Larson. 

MMS – A Medical Supply Company
Founded in 1970, MMS – A Medi-
cal Supply Company services nursing 
homes, hospitals, physician practices, 
government facilities, specialty prod-
ucts, home care, hospice, EMS and 
pharmaceuticals, as well as healthcare 
industrial and redistribution businesses. 
MMS is headquartered in St. Louis, with 
a regional corporate office in New Ro-
chelle, N.Y. The company has distribu-
tion facilities in Phoenix, Ariz.; Tamun-
ing, Guam; West Chicago, Ill.; Wichita, 
Kan.; Baton Rouge, La.; Earth City, Mo.; 
Secaucus, N.J.; and Spartanburg S.C. 

Seneca Medical
Founded in 1990, Seneca Medical 
is an independent medical/surgi-
cal supply company with distribu-
tion locations in Indiana, Michigan, 
North Carolina, Ohio, Tennessee 
and West Virginia. Through a stock 
ownership plan launched in 1998, 
the company’s 600 current and past 
employees own 90 percent of  Sen-
eca Medical’s stock. Seneca serves 
acute care, physician and surgery 
centers, long-term-care centers and 
government agencies in 11 states. 
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Sharing What’s 
Meaningful
Global e-standards will help drive  
supply chain modernization

The secure exchange of data between everyday elec-
tronic devices, including smartphones and tablets, has 
changed the way we access important personal information. 

This ability to access and integrate data from across systems em-
powers instant and informed decision-making in everyday life, and 
is also changing how we make decisions when it matters most – in 
medical situations. But continued progress is not a given, and more 
must be done to ensure the implementation of  global electronic 
standards (e-standards), which will help ensure all healthcare sys-

tems are sharing the meaningful data that allows providers to give first-rate patient care.
Already, advances in health information technology (HIT) and access 

to meaningful data have precipitated a revolution in the healthcare supply 
chain. Technological innovation is helping to bring about a world in which a 

defective pacemaker can be instant-
ly traced to the patient in whom it 
was implanted or where a patient’s 
entire health history can be easily 
accessed by clinicians across differ-
ent healthcare systems.

Systems talking to each other
There are still several critical steps that 
policymakers and other supply chain 
stakeholders must take, however, to 
fully realize the potential of  this data-
driven revolution. 

By Todd Ebert
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One challenge facing HIT systems is 
that they are often “locked” from connect-
ing and exchanging information with oth-
er electronic health record (EHR) systems. 
Sharing information across EHRs, known 
as HIT interoperability, is essential for 
comprehensive care. One way to expand 
HIT interoperability would be to deploy 
a common data architecture that requires 
open-source standards, such as application 
programming interfaces that provide a se-
cure platform to efficiently and affordably 
integrate data across a variety of  systems.

To reap the benefits of  interoperability, 
the Food and Drug Administration’s (FDA) 
unique device identification (UDI) system for 
medical devices should be included as part of  
interoperable EHRs. 

UDIs improve patient care by creating 
a more rapid notification system for criti-
cal recalls. UDIs are captured at the point 
of  device procurement and then tracked 
through delivery, receipt, and distribution 
within a hospital system. If  a product is 
deemed faulty, the UDI can be easily pin-
pointed in the supply chain and the mal-
functioning or flawed product is quickly 
taken off  market. Once implemented, 
UDIs will also help improve order accuracy 
and create more efficient access to billing 
and claims information, which will gener-
ate $16 billion in annual healthcare savings, 
according to recent FDA estimates.

For their part, industry stakeholders could 
help further UDI implementation by leverag-
ing GS1 Standards, which provide a common 
language to identify, capture, and share infor-
mation across the global supply chain. This 
includes Global Location Numbers (GLNs) 
for identifying locations of  a product or item 
within the supply chain; Global Trade Item 
Numbers (GTINs), which identify each prod-
uct item; and automatic identification and data 

capture technology, enabling 
Global Trade Item Numbers 
to be scanned into information 
systems such as EHRs. Each of  
these methods will greatly im-
prove patient care by creating 
real-time tracking of  products 
and items both in the United 
States and internationally.

 
Curt Miller at CHeS
The Committee for Healthcare 
e-Standards (CHeS), an arm of  
the Healthcare Supply Chain 
Association (HSCA) working 
to advance these critical policies, 
recently named Curt Miller as its 
new executive director. Miller 
previously served as chief  in-
formation officer for Amerinet 
Inc. (now Intalere), where for 
10 years he was responsible for 
the company’s information sys-
tems strategy, application de-
velopment, network infrastruc-
ture, data management, and  
unified communications.

Upon taking leadership of  
CHeS, Miller emphasized his 

commitment to helping the healthcare industry improve its accuracy, effi-
ciency, and safety through the application of  e-standards in the supply chain. 

“Adoption of  comprehensive healthcare e-standards will make 
device, provider, and patient data accessible and interoperable 
across systems – enabling use and sharing of  information to help 
providers, manufacturers, and distributors operate efficiently and 
make critical care decisions with the full spectrum of  informa-
tion,” said Miller.

Global e-standards are bringing patient care into the 21st century, 
increasing a provider’s ability to make important decisions seamlessly 
and with all the relevant data. But the gains of  the HIT revolution are 
not a given, and policymakers and supply chain stakeholders should 
take action now to ensure that the data-driven revolution leads to more 
patient-centered care. JHC

One 
challenge 
facing HIT 
systems is 
that they 
are often 

‘locked’ from 
connecting 

and 
exchanging 
information 
with other 
electronic 

health 
record (EHR) 

systems.
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VALUE ANALYSIS

Your price and standardization efforts – no matter how aggressive 
they are – will only realize 2 percent to 3 percent in additional supply chain ex-
pense savings (supply savings/total expenses annualized) for your healthcare or-
ganization based on a Strategic Value Analysis in Healthcare’s multi-year study.  

This might be a hard fact to swallow, but it’s the reality of  healthcare supply chain 
expense management today. What can you do about this dire circumstance since your 
hospital, system or IDN’s management expects double-digit savings from your de-
partment or division to counter the effects of  the Affordable Care Act?

You might not know it, but if  you 
use supply utilization analytics, you 
can turn your data into dollars that 
can represent a big boost (7 percent 
to 15 percent) in your supply chain 
expense savings.  

Supply utilization analytics is the 
“extensive use of  data, statistical and 
quantitative analysis, explanatory and 
predictive models, and fact-based 
management to drive decisions and actions” according to Thomas H. Daven-
port, the author of  Competing on Analytics.  

What this definition is saying in layman’s terms is that if  you organize your 
supply spend into standardized descriptive categories (e.g., intravascular sets, 
dressings, office supplies, Oxisensors, transcription service, etc.) and then mea-
sure these same products, services and technologies’ activity-based performance 
against your own historical standards and that of  your peers, your data will turn 
into dollars right before your eyes. For example, we identified with our Utilizer® 
Dashboard (which does all the analytics work for our clients) that a 248-bed 
hospital client’s transcription service utilization cost was $1.64 higher than their 
peers, or $211,888 based on annualized savings. When our client investigated this 
anomaly in their supply spend, they not only discovered that they were spend-
ing too much on their fragmented and decentralized outsourced transcription 
service, but they also decided after a thorough analysis to outsource all of  their 
transcription functions for an additional savings of  $66,999 annually. 

It’s not an accident that our client uncovered this big transcription savings 
and 96 other utilization misalignments (i.e., wasteful and inefficient consump-
tion, misuse, misapplications or value mismatches) in their supply streams. It 
was because our client used supply utilization analytics to do the difficult work 
of  identifying their hidden utilization savings that they never would have un-
covered with the naked eye or even intuition.  

Remember, “things change and 
people change.” Therefore, this fact al-
ways brings about new supply utilization 
savings opportunities when you look at 
your data retrospectively. This was the 
case with a 98-bed hospital we worked 
with that reduced its contrast media cost 
by $42,632 the first year after it identi-
fied a utilization misalignment in this 
category of  purchase. Then the hospi-
tal had to revisit this same commodity 
two consecutive years thereafter when 
its contrast media utilization cost spiked 
repeatedly. The reason for these lapses 
in protocol was that the radiology staff  
members kept falling back to their old 
habits and had to be re-educated about 
the best practices that were keeping 
their contrast media cost in line in the 
first place. 

As you can see by these case studies, 
it’s a worthwhile and a very profitable ef-
fort for you to refresh and then analyze 
all of  your supply utilization analytical 
data on a quarterly basis to ensure that 
your supply utilizations trends, patterns 
and variations are within acceptable lim-
its and have not spun out of  control. A 
reversal in your supply chain expense 
performance metrics can easily happen, 
especially when your hospital’s cen-
sus has a large variance for any given 
month or quarter. Supply utilization 
management is an emerging best prac-
tice you should strongly consider add-
ing to your supply chain expense man-
agement toolbox, if  you haven’t done 
so already, since it is the future of  sup-
ply chain expense management. JHC

Robert T. Yokl, Chief Value Strategist, Strategic Value Analysis in Healthcare

www.utilizer-Dashboard.com
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AHRMM (Association for Healthcare Resource  

& Materials Management)

Annual Conference & Exhibition

July 31- Aug. 3, 2016

San Diego Convention Center

San Diego, Calif.

Federation of American Hospitals

2016 Public Policy Conference

Feb. 28-March 1, 2016

Marriott Wardman Park Hotel

Washington, D.C.

GHX

2016 GHX Healthcare Supply Chain Summit

May 23-25, 2016

JW Marriott Austin

Austin, Texas

HealthConnect Partners

Hospital Pharmacy Conference Spring 2016

April 11-13, 2016

Atlanta, Ga.

Hospital Materials Management Conference Spring 2016

March 14-16, 2016

Miami, Fla.

HealthTrust

HealthTrust University Conference & Vendor Fair

Aug. 29 - Aug. 31, 2016

San Antonio, Texas

Aug. 29, 2016

HIDA (Health Industry Distributors Association)

HIDA Streamlining Healthcare Conference
Sept. 27-29, 2016
Hyatt Regency O’Hare
Chicago, Ill.

IDN Summit

Spring IDN Summit & Reverse Expo
April 4-6, 2016

MDSI

IDN Insights West
May 10-11, 2016
Los Angeles, Calif.

ANAE Annual Conference
July 18-20, 2016
Nashville, Tenn.

IDN Insights East
Sept. 8-9, 2016
Atlanta, Ga.

Premier

Breakthroughs Conference
June 21-24, 2016
Gaylord National
Washington, DC

Vizient

2016 Vizient Connections Summit
April 13-15, 2016
Bellagio Hotel
Laz Vegas, Nev.
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OBSERVATION DECK

Value analysis:  
A maturing profession

Thirty-three certified value analysis health-
care professionals – the inaugural class of  CVAHPs 
– were recognized last fall at the 12th Annual Edu-
cation Conference & Supplier Showcase of  the As-
sociation of  Healthcare Value Analysis Profession-
als (AHVAP). It’s a sure sign that the value analysis 
profession continues to mature.

Two years in the making, the newly launched cer-
tification program “validates and recognizes the role 
the value analysis professional plays within health-
care delivery systems,” says AHVAP President Dr. 
Gloria Graham, DNP, RN, CVAHP, clinical materi-
als specialist at Cincinnati Children’s Hospital Medi-
cal Center in Cincinnati, Ohio. 

Graham looks forward to influencing, 
growing and strengthening AHVAP 
during her term as president. She in-
tends to spend the next year devel-
oping, documenting and deploying 
operational policies, procedures and 
guidelines. Four more goals:

•  Increase the profile of  value 
analysis professionals across the 
country by providing industry 
best practices; and increasing 
AHVAP’s visibility by being  
in the forefront of  those  
leading best practices within  
value analysis.  

•  Leverage social media e.g. 
Twitter, Facebook, etc., to 
capture new members and 
spread AHVAP’s message  
and information. 

•  Strengthen the value 
analysis community through 
engagement and empowerment 
of  the members. 

•  Focus on succession planning 
by attracting members from 
all generations and use the 
strengths from each generation 
to help AHVAP grow. 

“It’s very exciting to see how far 
we’ve come, but we still have a long 
way to go.” JHC

The Conference itself  – held in Frisco, Texas – was another sign of  AH-
VAP’s maturity and growing strength. Attendance was 117, highest ever; 39 
companies exhibited their products and services – more than ever.

Value analysis programs around the country continue to move forward, says 
Graham, an ER/trauma nurse. “We are making sure value analysis aligns with 
the processes used within the clinical world, meaning our processes have to be 
patient-centric and outcomes-driven. We can’t operate in silos.”

Nor can providers operate independently of  their suppliers, she continues. “At 
the end of  the day, our focus is on patient-centric, outcomes-driven care,” she says. 
“Collaborating with suppliers is vital for healthcare organizations to achieve that.”

Topics covered at the AHVAP Conference included:
• What clinicians need to know about value analysis
•  A scale to anticipate risk and initiate measures to reduce errors within the 

healthcare supply chain
•  A practice model for physician leaders in navigating toward outcomes-

driven, patient-centered value analysis
• Value analysis: A lean approach to supply utilization
• The future of  value analysis: Evidence, outcomes and interventions
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uninterrupted supplier of  

Cyclophosphamide for the  
past six years

Manufactured in Baxter’s  
state-of-the-art facilities  

in Germany

Vertically integrated from  
API to finished product to  

deliver the quantity of  
Cyclophosphamide you demand

We continue to invest in manufacturing  
resources that help provide critical supply  

to patients worldwide.

Both the Bielefeld chemical synthesis plant and 
the Halle/Westfalia fill-and-finish plant use  

state-of-the-art technology designed to comply 
with stringent international standards.

We maintain oversight and control from synthesis 
through manufacturing to distribution.  

By controlling the entire process, our drugs  
are maintained to an exacting standard.
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the Baxter Center for Service at 888-229-0001
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IN HARMONY

O R C H E S T R AT I N G  S U C C E S S

Beautiful music requires the 
synchronization of talented, 
trained professionals. Our 
credentials include operator 
experience and scale that have 
orchestrated a truly integrated 
supply chain in harmony with 
labor management, revenue 
cycle and IT solutions provided 
by Parallon.  

Call on us at 
healthtrustpg.com 
to fine-tune your performance.




