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PUBLISHER’S LETTER

John Pritchard

Supply Chain as a
Competitive Advantage
I have been waking up every day for nearly 20 years to see what is happening in
the U.S. Healthcare Supply Chain. Though I hadn’t targeted the healthcare industry as where I
planned to spend the most time professionally, through a series of friendships, conversations
and interactions I was soon immersed in it, and I have found the journey absolutely fascinating.
My curiosity is off the charts when people start discussing how IDNs, hospitals and physician
offices source from manufacturers, service providers and suppliers of all kinds.
In the last couple decades I’ve predicted some trends, but many others blindsided me. Some
of the trends I saw coming were the growth and empowerment of IDN Supply Chain Leaders, the importance of Cost, Quality and Outcome Improvement as a result of the ACA and
consolidation of IDNs, GPOs and even payers. I didn’t see the financial collapse coming in
2007-2008, the interest in self distribution or the massive supplier consolidation.
Every morning, I open the Wall Street Journal (yes, the paper version) over my first cup of
Starbucks. Today, an article jumped off the page about Amazon suing a former executive for
going to work for a retail competitor. The executive had signed an 18-month non-compete
should he leave Amazon. I really don’t know or care of the merits of this case, but it is clear that
Amazon looks at the intellectual know-how as a competitive advantage.
I believe some of our nation’s IDNs clearly think they have a competitive advantage in Supply Chain and their tenants of Strategic Sourcing. But will we ever see an IDN sue a former Supply Chain Executive for violating a non-compete? Will Supply Chain become such a competitive
advantage that it could sway the economic and operational performance of a system so much
that the loss of that intellectual know-how could be damaging?
One trend we are seeing today is the drive for IDNs’ Supply Chain initiatives to be better
than healthcare’s best. Said another way, an IDN that benchmarks its performance on selfdistribution will not compare their efforts to suppliers such as Owens & Minor or Cardinal.
Rather, the IDN will compare itself to Wal-Mart or Amazon. If the IDN wants to evaluate its
stakeholder satisfaction, they won’t compare it to a system across town, upstate, or even Mayo
or the Cleveland Clinic. They will compare it to Nordstrom and The Ritz-Carlton.
Stay tuned. These trends will be fascinating to watch. Thanks for reading this issue of
The Journal of Healthcare Contracting.
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Making the Connection
From 12 members in 1979, Council Connections
now serves more than 5,250 members.

Serving over 5,252 members and nearly 11,500 locations nationwide,
Council Connections, a Premier affiliate based in Southern California, makes
it a priority to understand its members’ varied and unique needs. “Council
Connections is always expanding and, on average, on boards 20 new members each week from all across the country,” says Sparkle Barnes, executive
vice president. “Our member companies represent a diverse array of healthcare and business segments, including physician offices, surgery, imaging, oncology and dialysis centers, federally qualified health centers, veterinary and
other non-healthcare industries. “At the end of the day, the better Council
Connections does its job, the more successfully its members can deliver clinically excellent whole-person care.
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The Journal of Healthcare Contracting
recently spoke with Barnes about the
coalition’s mission, goals, and success.
The Journal of Healthcare Contracting: When was Council Connections started, and what was
its original mission?
Sparkle Barnes: When the original
coalition started in 1979, the idea was
to combine purchasing volumes for
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better pricing on pharmaceuticals and reference lab services for the members of Health
Center Partners of Southern California, a
healthcare consortium serving 17 member
health centers with more than 750,000 patients and 2.3 million annual encounters.
The purchasing coalition became so successful that it was spun off as a wholly owned
GPO subsidiary, Council Connections, in
the early 1990s.
JHC: Have you found the organization
is providing its members with more advantages than originally expected?
Barnes: Yes. By acting as an extension of
our members’ supply chain departments, we

in the strategic planning and design of our new corporate repositioning campaign. We are excited to launch our new brand in the
coming months.
JHC: How has Council Connections helped its members leverage
their buying power?
Barnes: Our members are sophisticated and strategic, and we provide
them with transparency and data to streamline purchasing, reduce costs
and access additional benefits. Ultimately, our goal is for our members
to be empowered, enabling them to realize the total value proposition
of their GPO relationship.
JHC: How much savings has the organization achieved since
its inception?
Barnes: While we don’t have data going back to 1979, we do know
that, in growing from 12+ initial members to our current membership of more than 5,250, we have delivered more savings than we can technically even calculate. What I find most
exciting is price protection. The market
is extremely volatile, and having the
security of stable pricing and service
terms when a member organization is
budgeting for the future is invaluable.

What I find most exciting is
price protection. The market is
extremely volatile, and having
the security of stable pricing and
service terms when a member
organization is budgeting for
the future is invaluable.
provide immediate savings with lasting results.
Forging strong member relationships enables
our field force to work closely with our members to be proactive and meet their unique
supply chain objectives, such as standardization, strategic conversions, etc. I don’t think
in 1979 – or even the 1990s – the founders
ever envisioned a GPO and the service levels
we have today.
JHC: What has been your top initiative
in the last 12 months?
Barnes: Much of our time has been spent

8

JHC: Please explain the process
whereby your supply chain executives meet and make their decisions.
Barnes: Council Connections works
closely with its members to offer proactive and strategic purchasing programs to optimize member operations
and reduce costs. Members benefit from Council Connections’ threepronged approach to service:
• Dedicated region directors in the field.
• Assigned service representatives available with a two-hour
response time.
• An operations team that connects members to more than 1,000
price activations/contract connections per month.
This allows us to be agile, proactive and responsive to our members’ supply chain strategies, which in turn develops and sustains
strong long-term relationships with our members, rather than simply
supports them on a transactional basis.

April 2016 | The Journal of Healthcare Contracting
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JHC: How do you co-exist with Premier?
Barnes: We have forged a strong relationship with Premier, Inc., a leading healthcare
improvement company that operates one of
the nation’s largest GPOs. Through this affiliation, Council Connections members access
a robust GPO contract portfolio and, similar
to other large IDNs, we have combined our
members’ volume to further enhance savings with an aggressive aggregation portfolio

Council Connections represents its membership as a participant in
Premier’s sourcing process through a variety of committee seats and
task forces.
JHC: Is it difficult to get buy-in to the organization’s contracts
from each of your members?
Barnes: No. We are an extension of their organization and assist them
in maximizing their resources. Many of the staff at our member facilities wear multiple hats and welcome the opportunity to optimize
their supply chain through the use of Council Connections’ tools
and resources. Everyone is looking
to drive more efficiencies through
their organizations.

Many of the staff at our member
facilities wear multiple hats
and welcome the opportunity
to optimize their supply chain
through the use of Council
Connections’ tools and resources.
Everyone is looking to drive
more efficiencies through
their organizations.
within the Premier program. In addition, we
have localized contracts, creating the flexibility to support our members in a variety of
sourcing initiatives.
JHC: How do you ensure the interests of
each of your members are considered,
and that each member’s needs are met?
Barnes: Our members provide feedback in
a multitude of ways: through regular service
check-in calls, business reviews with their region directors, customized member surveys
and committee participation. In addition,

10

JHC: In addition to cost-savings, what has been the greatest benefit of your organization
to your members?
Barnes: Our greatest benefit is our
depth. We not only offer detailed
data analytics and supply chain
transparency, but make connecting to contracts a largely seamless
process for our members, allowing
them to focus resources in other areas. Many of our members love the
opportunities for peer networking
and regional collaboration, which
we host.

JHC: How do you envision your organization in the next five
years or so?
Barnes: We expect to continue our role as a supply chain leader that
understands the unique needs of our members, as they lead efforts to
achieve greater clinical and financial integration through participation
in CINs, IPAs and ACOs. We will remain a support to our members
as they move further into whole-person care with population health
management, connecting and working with additional organizations of
the larger concentric circle outside of healthcare. Council Connections
will also need to continue to be nimble so that we can meet members’
needs in supply chain optimization no matter where they are in the
shift from volume to value. Furthermore, we will maintain a legacy of
service excellence. JHC
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TRENDS

Hospital medicine
has arrived

The Hospitalist
Twenty years after the term was coined,
hospitalists are becoming more vital
to the hospital environment

Not long ago, it was the duty of the primary care physician
to find the time to make rounds of her patients when they were hospitalized. But evolving patient needs, physician responsibilities, and,
especially, rising costs of healthcare, have made it more difficult for
doctors to do so.
Enter the hospitalist.

An evolving role
Originally termed in 1996 by Robert Wachter, M.D., MHM, the hospitalist is a physician who specializes in delivering care to patients
in the hospital. Today, there are an estimated 48,000 hospitalists, according to the Society of Hospital Medicine.
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The recent introduction of a dedicated billing code for hospitalists by
the Centers for Medicare & Medicaid
Services affirms that hospital medicine is growing in scope and impact,
says Laurence Wellikson, M.D., MHM,
chief executive officer of the Society
of Hospital Medicine.
“The ability for hospital medicine
practitioners to differentiate themselves from providers in other specialties will have a huge impact, particularly for upcoming value-based or
pay-for-performance programs.”
Until now, hospitalists could only
compare their performance to that
of practitioners in internal medicine
or another related specialty, points
out Wellikson. “This new billing code
will allow hospitalists to appropriately
benchmark and focus improvement
efforts with others in the hospital
medicine specialty, facilitating more
accurate comparisons and fairer assessments of hospitalist performance.”
Says SHM President-Elect Brian
Harte, M.D., SFHM, “We have known
who we are for years, and the special
role that hospitalists play in the wellbeing of our patients, communities
and health systems. The hospitalist
provider code will provide Medicare
and other players in the healthcare
system an important new tool to better understand and acknowledge the
critical role we play in the care of hospitalized patients nationwide.”
Source: Society of Hospital Medicine
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Because
hospitalists are
more reliable in
treating acutely ill
patients in a costeffective manner,
the necessity for
them has grown.

Hospitalists take part in duties
ranging from the diagnosis and
treatment of illness to the performance of medical procedures,
say Tammy Guns, administrator
of hospital-based physicians, and
Diogo Bauleth, M.D., medical director of hospital medicine, Centura Health – both members of
the Society of Hospital Medicine.
The hospitalist must coordinate
their activities with the hospitalized patient’s primary care physician from admittance to discharge.
By ensuring timely and efficient patient care, say Guns and Bauleth,
“hospitalists are very involved with cost saving measures and with reducing the utilization of healthcare resources.”
Because hospitalists are more reliable in treating acutely ill patients in a cost-effective manner, the necessity for them has grown.
And because the profession is still relatively young, their role continues to evolve. Hospitalists are one of the few services that are

present 24/7 within a hospital environment. Hospital “short-stay” units are usually staffed by a hospitalists’ team. This is
because the determinations of whether or
not a patient meets inpatient criteria are often decided by hospitalists.
Given the growing need for more coordinated care and population health management,
hospitalists play an important role in coordinating care with outpatient providers, and ensuring that patients are taken care of in the
correct healthcare setting, say Guns and Bauleth. And by working with purchasing and materials management, they can help standardize
equipment and supply use across the hospital
or hospital system, thus reducing costs.
Hospital medicine will continue to become a high-demand profession because of
the value hospitalists bring to high-quality,
cost-efficient inpatient care, they say. JHC

What is a hospitalist?
Hospital medicine is a medical specialty dedicated
to the delivery of comprehensive medical care to
hospitalized patients. Practitioners of hospital medicine include physicians (“hospitalists”) and non-physician providers who engage in clinical care, teaching, research, or leadership in the field of general
hospital medicine. In addition to their core expertise
– managing the clinical problems of acutely ill, hospitalized patients – hospital medicine practitioners
work to enhance the performance of hospitals and
healthcare systems by:
•P
 aying prompt and complete attention to
all patient care needs including diagnosis,
treatment and the performance of medical
procedures (within their scope of practice).
• E mploying quality and process
improvement techniques.
• Collaborating with all physicians and healthcare
personnel caring for hospitalized patients.
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• Facilitating the safe transition of patient care
within the hospital, and from the hospital to
the community, which may include oversight
of care in post-acute care facilities.
• Making efficient use of hospital and
healthcare resources.
Following medical school, hospitalists typically undergo residency training in general internal medicine, general pediatrics, or family practice, but may also receive
training in other medical disciplines. Some hospitalists
undergo additional post-residency training specifically
focused on hospital medicine, or acquire other indicators of expertise in the field, such as the Society of Hospital Medicine’s Fellowship in Hospital Medicine (FHM)
or the American Board of Internal Medicine’s Recognition of Focused Practice (RFP) in Hospital Medicine.
Source: Society of Hospital Medicine
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AU Health
Goes Long
A 15-year
agreement with
an equipment
vendor is proving
beneficial to
provider, vendor
and patients

Photos courtesy of AU Health

When you’re investing thousands – millions – of dollars on capital equipment for your IDN, you have to ask yourself: Who can I trust?
The equipment OEM or distributor? If so, you hope he or she is telling
you the whole story, is looking out for your best interests, and will be quick to
answer the phone when you call with a problem after your purchase.
Your department heads? Isn’t it true they can develop a case of tunnel vision once they set their eyes – and hearts – on a new piece of equipment they
saw at a show?
How about your CFO? Sometimes it seems like she never wants to replace
a single piece of equipment again.
Your marketing people? They know what’s hot and what’s not technologywise, and they know what your competitors are doing. How much should your
IDN invest in technology that may enhance market share … but may not?
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AU Health – formerly Georgia
Regents Medical Center – in Augusta, Ga., asked itself these questions a
few years back. Then, administrators
determined that they needed the expert assistance of equipment manufacturers in the capital equipment
planning and acquisition process.
But they also decided that traditional
transactional relationships with such
vendors wouldn’t necessarily yield
the best effects long-term.
So they decided to go long. In
June 2013, the IDN – a public academic health center which includes
a medical center, children’s hospital,
cancer center and outpatient facilities
– signed a 15-year agreement with
Royal Philips. Worth approximately
$300 million, the agreement would
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offer the IDN advanced medical technologies, consulting
services, and planning and maintenance services at a predetermined monthly fee.
Three years later, that agreement is still working. And,
according to Nancy Hannan, who is the Philips relationship liaison for AU Health, the fun stuff is just beginning.

“But Philips helps us make better decisions. They may
say, ‘You don’t need this model,’ or ‘you might delay that
purchase, because the newest model might not give you a
bigger bang for the buck.
“They’re not focused on making a sale, but rather on
helping us make the best choices.”

Strategic approach

Technology mapping

Hannan, who has been with AU Health for 21 years, assumed the role of Philips relationship director two and a
half years ago. “I’m a business person,” she says, having
served as administrator for different clinics and service
lines in the IDN. When the opportunity came up to serve
as relationship director, she grabbed it. “It was a chance
to do something different.” The relationships that she had
formed over the past 20 years would only help.
“Large capital purchases – planned or unplanned – obviously take a heavy toll on finances,” says Hannan. “This
agreement enabled us to strategically map when equipment would be replaced, and smooth payments out over
time. And if an emergency comes up, there are methods
to push up the timeline for replacements and adjust the
payments accordingly.”
In the past, the IDN – like many others – used the
“break-fix” approach. A piece of equipment got old, broke
down, and either got fixed or (if the dollars were there) replaced. AU Health’s administration envisioned a more strategic approach and found a willing partner in Philips.

At the start of the 15-year alliance, Philips completed a
“technology mapping plan,” that is, a complete inventory
of the IDN’s imaging and monitoring equipment, explains
Hannan. For much of Years 1 and 2 of the agreement,

Better than transactional
“Philips is here living, breathing and working with us,”
says Hannan. “They are part of our team.” That includes
her counterpart from Philips, who helps oversee the alliance; a service manager, engineers, consultants and others.
In addition, Philips has placed a full-time, onsite educator
at AU Health, as well as an onsite innovation director.
“In a transactional relationship, sometimes you’re
not sure if the salesperson is helping you make the best
choice,” says Hannan. “After the sale, you’ll get a product
but you won’t hear from them again until you need something and reach out.

The Journal of Healthcare Contracting | April 2016

Philips and AU Health analyzed equipment, and replaced
that which was clearly outdated, and scheduled for future
replacement that which was aging, but still functional.
Equipment repair/replacement decisions are a joint
process, she says. A Joint Oversight Committee comprises
five executives from Philips and five from AU Health.
Those representing Philips include key functional leaders
from sales, service, finance and managed services; while
those representing AU Health are the chief nursing officer, chief medical officer, COO, CIO and CFO. Working
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Equipment

under the committee are various work groups, co-led by
someone from Philips and someone from AU Health.
“We consider all aspects when planning for new equipment,
such as our shared vision of standardization of care and quality and safety, above all else,” says Hannan. “Some of the decisions made based on these common values allowed us to provide a standardized fleet of
AED’s/defibs and ventila“This agreement
tors across the IDN, which
enabled us to
reduces variation of practice, reduces staff educastrategically
tional needs, and improves
map when
staff satisfaction and, ultiequipment would
mately, patient care.”
The agreement covbe replaced, and
ers imaging and monitorsmooth payments
ing equipment, as well as
out over time.”
patient-centric lighting systems, such as that found in
the Children’s Hospital of Georgia, part of AU Health.
But the agreement encompasses much more than technology. As part of its consulting services, for example,
Philips is working with AU Health on issues related to
quality, clinical growth and patient throughput.
Technology can play a role in helping AU Health move patients out of the hospital into a more suitable care setting in a
timely way, says Hannan. “But there’s probably more to it than
that,” she says. Are there bottlenecks in the discharge process?
Is the care facilitation team adequately staffed? How are patients
processed through the system? The consulting group can help.
Similarly, Philips has worked with AU Health’s chief
medical officer and team to improve alarm management.
“We have seen a notable decrease in non-urgent alarms,”
says Hannan. “And that isn’t really about the technology;
it’s about evaluating, testing, checking, and re-evaluating.”
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Implementing the Philips Kitten Scanner in the Children’s
Hospital has helped reduce kids’ anxiety prior to a CT scan, she
adds. The miniature model of a CT scanner allows pediatric
patients to put a toy through for imaging, so they can see what
it will be like when they go into the real CT machine.

Three years running
Three years into the agreement, Philips and AU Health
continue to refine their ways of working and communicating with each other. “And it is running smoothly,” says
Hannan, who credits those who worked out the original
agreement for that. “They tried to think of everything.”
After a couple of years of work on equipment replacement, “now we are getting more into what I like to call the
fun stuff,” she says. “Our innovation team is forming, and
we are beginning to see some of the fruits of our labors
related to the consulting projects.”
Partnering with Philips has proven that 1 + 1 can be so
much more than 2, she adds. “Some Philips employees had
never been to a customer site, and some of our team were
completely unfamiliar with the private sector. So it is a great
learning experience for both sides.” Patients, their families
and staff members are feeling the benefits. “The excitement
of the staff as they obtain new equipment or receive a comprehensive training program is very rewarding to see.”
In fact, the Philips agreement has worked so well that
AU Health is pursuing long-term agreements with other
vendors. One year after signing on with Philips, for example, the IDN formed a 14-year alliance with Cerner Corp.,
the health information technology firm.
“One of the reasons our agreement with Philips has
been so successful is that our healthcare visions are similar,” says Hannan. “We wanted to partner together, rethink
everything together, and improve the patient experience.
That’s the ultimate vision of the partnership.” JHC

April 2016 | The Journal of Healthcare Contracting

Brewer puts power table performance
within easy economic reach.
Make your
practice more
productive

Safely see more
patients per day

Safely
accommodate
a wider range
of patients
Perform a
wider range of
examinations

Unmatched
ergonomic patient
access increases
comfort &
efficiency

All for less
than you
might expect

FLEX™ helps you do more for less.
Introducing the FLEX ™ Access Exam Table. Brewer’s latest innovation and affordable design delivers the practicebuilding advantages of a power exam table for about the cost of a traditional, fixed-height table. Once again, Brewer elevates
exam table value so you can elevate your quality of care.

• Achieve bariatric excellence with an industry-leading 700 lb. weight capacity.
• Optimize reimbursement by meeting ADA safety standards for wheelchair transfers.
• Enhance throughput with easy-to-clean, seamless upholstery standard.
• Protect your investment with an industry-best 3-Year Warranty standard.
• Easily adapt FLEX™ to your practice with a variety of options.
See how we offer you The Power to Advance. Safely. Financially. Competitively.
Ask your equipment representative about FLEX™. Or visit brewercompany.com.

Equipment
Uncover the Hidden Costs of
Capital Equipment Purchases
Three questions to ask your vendor
Because of the Affordable Care Act, hospitals are under increasing pressure to reduce costs while increasing the
quality of care and patient satisfaction they provide. This
means that medical equipment procurement has to be as efficient as possible to help keep overall hospital costs down.
Selecting the equipment you need may be the most
clear-cut part of the process. But you can end up paying
too much if you fail to address some of the associated –
hidden – costs.
So how do you uncover these hidden costs and ensure
you know what you’re paying for? Ask your vendor these
three questions.

By Cindy Juhas

Question 2: What are the
assembly/installation requirements?
Depending on the equipment, there may be electric,
HVAC, or structural changes needed to properly install
the item at the end user site. Is any of this provided and/
or included in the cost of the item?
Testing and verifying that the equipment works
properly also needs to be done, and may or may not be
covered in the delivery charge. Testing the equipment
promptly is imperative in case the equipment needs to
be replaced or repaired prior to use. If your facility does
not have its own biomed engineering crew available, this
could be a real issue.

Question 1: What is covered in the delivery charge?
Clarify not only if the delivery charge is included, but what
it includes:
• Is the delivery listed as FOB (freight on board) at
the manufacturer’s location, at a local warehouse, or
to the hospital itself ?
• Does the charge cover transportation and delivery
all the way to the end use area of the facility?
• Does it include the cost of returning the equipment
if there’s a problem?
• If the vendor uses a delivery service, will that cost
be passed on to you?
• Is the delivery schedule clear and known to the facility?
Other unexpected costs could arise from having to
have staff work after hours to receive the delivery. Be
sure to understand the delivery logistics and plan your
staffing accordingly.

Question 3: What are the costs for disposal of the
replaced equipment and shipping materials?
Some equipment items may actually be reusable, and
therefore re-sellable. This could mean a trade-in price
reduction for the new item. Otherwise, there could be a
cost to dispose of it properly. Asking about disposal will
help you uncover hidden costs, and ensure that disposal is
planned for and so doesn’t cause storage space issues after
the new item is installed.
That aside, most major equipment items will be delivered in shipping crates or other shipping materials. The
disposal of these shipping materials may entail additional
costs as well.
Asking questions about the entire delivery process,
from manufacturer to end user site, will help make the
delivery and installation process happen as expected and
free of costly surprises. JHC

Cindy Juhas is chief strategy officer for Claflin Medical Equipment, a full-service medical equipment distributor, which provides direct-to-site logistics services for hospitals, clinics, physician offices, government facilities, etc., across the United States. She may be reached at 800-221-7265 x602.
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Equipment
The Well-Informed
Supply Chain Executive
Today, capital equipment decisions are based on information. At least, they should be.
an economic and clinical perspective. With the many dollars
Capital equipment acquisition of yore was a fairly simat stake, there’s little room for error.
ple process: After the decision was made, purchasing isIn the past, whoever offered the lowest price often got
sued the PO. Done.
the contract, says Miceli. “And you worked in the comBut as the Good Book tells us, “For unto whomsoever
plexity of physician preference and the science behind it.”
much is given, of him [or her] shall be much required.”
But today, given today’s information sources, IDNs
That is to say, today’s supply chain executives – and all the
can examine a prospective equipment’s place on the techequipment decision-makers in today’s IDN – have much
nology cycle, and predict
more information at their
lifecycle costs, including
fingertips than their predemaintenance, updates and
cessors. And their decisions
support. “It’s an interesting
had better reflect it.
process,” says Miceli.
“We use 17 different
“The lifecycle of prodindices and/or decisionAt a glance
ucts
is much faster and more
support reference points,”
• Physicians: 1,063
complex today than ever
says Charlie Miceli, CPM,
• Specialists: 812
before,” he says. Consumers
vice president, network
• Primary care providers: 251
know this as well as anyone,
chief supply chain officer,
• Licensed inpatient beds: 1,161
given the rapidity with which
The University of Vermont
• Inpatient discharges: 37,766 in FY 13
PCs, tablets, smartphones,
Health Network. “In the
• Almost 1.6 million outpatient and
etc., evolve from one iteraold days, you might have
professional office visits in FY 13
tion to the next. “So if you
had one or two, or your
Approximate
number
of
employees
spend a million dollars on a
GPO. The GPO still plays
•
Central
Vermont
Medical
Center:
1,500
piece of equipment in the
a significant role, but you
• CVPH Medical Center: 2,300
third or fourth quarter of its
can’t just go with that.”
•
Elizabethtown
Community
Hospital:
190
product lifecycle, you could
And that information
• UVM Medical Center: 7,000
potentially own a boat andoesn’t just display comparchor,” says Miceli.
ative pricing (though there is
2014 budget
that). Rather, it helps health• Central Vermont Medical Center: $166M
care executives sort through
Decision support tools
• CVPH Medical Center: $296M
the complexity of today’s
One of the decision sup• Elizabethtown Community Hospital: $25M
equipment, so they make the
port tools on which the UVM
• UVM Medical Center: $1B
absolute best decisions from
Health Network relies is ECRI

The University of
Vermont Health Network
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“Gertie, we’re gonna need a bigger basket.”
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Equipment
Institute’s TruVu™, which allows the provider to weigh a
myriad of variables and key performance indicators before making a technology decision. As a shared application, it promotes collaboration and transparency among
all the decision-makers.
“It mitigates subjectivity and
forces you to listen to everybody
[on the project],” says Miceli.
The University of Vermont
Health Network has used the
tool to guide decisions on medical equipment as well as software.
Tools such as TruVu allow
providers to predict the total
cost of ownership of a piece
of equipment, says Miceli.
That includes the cost of installation, service, staffing and
– because so much equipment
is digital – cybersecurity, interoperability (or lack thereof)
and the cost of upgrades. Total cost of ownership encompasses far more than dollars and cents, he adds. “It’s the
prioritization of limited resources.”
Another tool employed by the UVM Health Network
– Value Analysis Management Software® by the Data
Leverage Group – “is like a checklist manifesto,” says

Miceli. “If you put that into your business processes, it
becomes intrinsic.”
“You have to be able to prioritize, and see where the
impact will be. You develop the discipline to look out
longitudinally; not just at today, but a year from now, and
three years down the road.
What will the financial framework of your company be? Are
others thinking about this?
“I’ve been doing this for 30
years,” he continues. “This is a
paradigm change. You’re trying
to be like [retired hockey star]
Wayne Gretzky – trying to anticipate what’s going to happen
down the road.” (Editor’s note:
Gretzky is often quoted as saying something like, “I skate to
where the puck is going to be,
not where it has been.”)
The supply chain organization
is the “tip of the spear,” helping to ensure that the IDN is making the very best investments possible, says Miceli. Acquiring
capital equipment may not be as simple as it used to be. In fact,
it’s far more challenging…but also more intriguing.
“We’ve had so much change in our industry; it is so disruptive. It’s an exciting place to be. It’s a cool environment.” JHC

“If you spend a
million dollars on a
piece of equipment
in the third or
fourth quarter
of its product
lifecycle, you could
potentially own
a boat anchor.”

Questions for a digital age
Questioning prospective capital-equipment vendors
about interoperability and cybersecurity are baseline musthaves for the University of Vermont Health Network,
says Charlie Miceli, CPM, vice president, network chief
supply chain officer.
The IDN’s Technical Standard Review Board has developed a Technical Standards Questionnaire template to
which prospective equipment and software suppliers must
respond. “We ask them to tell us how their system works,”
and interoperability is part of that, says Miceli. “If their
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equipment isn’t interoperable, they have to tell us that.
What we want to make sure doesn’t happen is, they tell us
it will interface [with our EHR], but it doesn’t.
“The supplier’s answers are subsequently incorporated
by reference into the contract with the respective supplier.”
Just as important is cybersecurity. Can the equipment
or software supplier meet the IDN’s cybersecurity requirements? “Cybersecurity equates to patient safety,” says Miceli, who is a board member of the National Patient Safety
Movement Foundation (www.patientsafetymovement.org).
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Equipment
Service Contract Checklist
Supply chain executives have a role to play
Healthcare can’t be delivered without medical equipment – and that equipment must be in good working order
when clinicians and patients need it.
Health technology management departments that lack the
skills and staff to repair and maintain all the equipment under their
By Jonathan A. Gaev,
MSE, CCE, PMP
administration contract with outside service organizations, such as
Original Equipment Manufacturers (OEM) or Independent Service Organizations (ISO). Supply chain leaders
play an increasingly important role in the negotiation of
terms and oversight of effective OEM and ISO contracts.
How can supply chain departments get the greatest
value from their service contracts?

Compare prices
Hospitals are often surprised
to learn that the “best deal”
from their vendor is actually 20 percent higher than
what others are paying for
the same service contract for
the same equipment from
the same vendor. At ECRI
Institute, we constantly see
significant variations in contract pricing and know that
benchmarking contract pricing can save money.

Seize the moment
The best time to request a
service contract quotation
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The best
time to
request
a service
contract
quotation
is when
equipment
is
purchased.

is when equipment is purchased. (Ask for the service manuals
and training then, too). Contracts for hospital beds purchased
at the end of the warranty period can cost twice as much as
when purchased at the point of sale. If you are renewing a
service contract, start your review at least three months before the end of the contract period.

Buy only the service that you need
In addition to a full service contract, which includes all labor and parts, providers often have the following options:
• Preventive maintenance (PM) only.
• Repair only.
• Repair with first-call screening by the provider’s
health technology management department.
Each of these options may or may not include required parts.
Some warranties exclude PM and some are invalidated
if service is performed by non-OEM technicians or if
non-OEM parts are used. So check your warranty if you
need to perform PM on that equipment.
According to a Centers for Medicare & Medicaid Services
(CMS) memo dated Dec. 20, 2013, hospitals that are accredited by the Joint Commission must ensure that the manufacturer’s PM recommendations are followed explicitly for:
• Imaging/radiologic equipment.
• Medical lasers.
• New medical equipment without a sufficient amount
of maintenance history.
Neither CMS nor the Joint Commission requires that
maintenance be performed by the original equipment
manufacturer. The service report should provide enough
detail so that the provider can use the OEM service manual to confirm that all PM recommendations have been
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Equipment
satisfied. ECRI Institute has received reports that in some
cases, even OEM service technicians are failing to perform all the OEM-recommended maintenance tasks.
CMS and the Joint Commission allow other equipment to be put on an Alternative Equipment Maintenance
(AEM) program, in which the provider specifies the maintenance tasks that may differ from the OEM’s and/or extend the maintenance interval. (Any service organization –
in-house or external – may perform the work.) Document
your decision and confirm that the work is performed according to your requirements.

After addressing the major points, don’t forget to:
• Get an estimate of the labor rates and other costs
for work performed outside of the contract (e.g.,
nights and weekends).
• Establish downtime penalties for
revenue-producing devices.
• Have a plan to address manufacturer recalls and
published hazard reports, including changes to
maintenance activities.
• Know how you will receive and implement
software/firmware and other updates when they
become available.

Manage all service contracts
Conduct an annual review to determine the following:
• Have the capabilities of your health technology
management department changed? For example,
are there categories of equipment that the department now can or can’t maintain and repair?

contracts are the
most expensive,
and not
always needed
Determine when and how much work is needed
24/7 contracts are the most expensive, and not always
needed. ECRI Institute has seen 24/7 contracts on expensive imaging equipment that is used only three days a week.
Determine when the equipment will be used and the number of other devices that can perform the same function.

• Did each vendor do what it was contracted to do
within a reasonable time? For example, were all PMs
performed? Were there any extra charges for repairs?
Should any downtime penalties have been invoked?
• Did you receive clearly written, complete service reports?
For example, was the vendor service report data entered
in the health technology management department’s
Computerized Maintenance Management System?
• Assess vendor performance by comparing PM frequencies, PM times, repair frequencies and times to
national benchmarks.
By following best practices presented here, supply
chain leaders will be well equipped to get the greatest value
from their IDN’s service contracts. JHC

Jonathan A. Gaev, MSE, CCE, PMP is the business line manager for ECRI Institute’s BiomedicalBenchmark™. ECRI Institute is
an independent nonprofit organization, with decades of experience reviewing thousands of service contracts for its SELECTplus™ capital
equipment advisory service and BiomedicalBenchmark membership programs. For more information, contact him at jgaev@ecri.org.
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SUPPLY CHAIN AS A STRATEGY
Franciscan Missionaries of Our Lady Health System

recognized that financial sustainability was — and would continue to be — a
significant focus. It turned to Bill Mosser, Vice President of Materials Management.
Mosser proposed a multi-year plan for his health system to transform its supply chain
into a much leaner, more streamlined organization, but time was not on his side.

“

We couldn’t recreate the wheel ourselves, and we certainly didn’t have the time to
try. We had to partner with someone who already had and who shared our values.
My first phone call was to ROi.

” BILL MOSSER, Vice President, Materials Management
FRANCISCAN MISSIONARIES OF OUR LADY HEALTH SYSTEM
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TRENDS

Breaking
Down
Barriers
Industry, feds, focus on ways to
ramp up interoperability efforts

Ascension Health, Carolinas Healthcare, Catholic Health Initiatives, Dignity Health, Geisinger Health
System, Hospital Corporation of America – and 10 other healthcare systems – have taken the pledge. So have
vendors who provide 90 percent of hospital electronic
health records used nationwide, and more than a dozen
healthcare provider, hospital technology and consumer
advocacy groups.
IT jargon aside, the pledge signals a commitment to work
toward interoperability, that is, the ability of electronic health
records to “talk” to each other, so that provider A can share a
particular patient’s medical records with provider B.
The industry has reached this point because while individual providers – both inpatient and outpatient – have done
a pretty good job of implementing electronic medical records
within their four walls, the system breaks down when a patient migrates from one provider to another.
“Beyond technical barriers, there are business barriers,
complex privacy laws, workflow challenges, and misaligned
incentives that conspire to slow progress,” according to the
Health Information Technology Policy Committee in a December 2015 report to Congress titled Challenges and Barriers
to Interoperability.
“Any one of these barriers could – and do – prevent the
successful transfer of information from one place to another.
Recommending a patchwork of individual steps to address
interoperability will not work as well as motivating the entire
ecosystem to work on the multi-dimensional challenges of
achieving interoperability.”
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Hence the pledge.
On Feb. 29, U.S. Department of Health and Human Services Secretary Sylvia M. Burwell announced that EHR
companies as well as a large complement of healthcare providers agreed to implement three core commitments:
• Consumer access. To help consumers easily and securely access their electronic health information, direct it to
any desired location, learn how their information can
be shared and used, and be assured that this information will be effectively and safely used to benefit their
health and that of their community.
•N
 o more information-blocking. To help providers
share individuals’ health information for care with
other providers and their patients whenever permitted
by law, and not block electronic health information
(defined as knowingly and unreasonably interfering
with information sharing).
•A
 dherence to standards. Implement federally recognized, national interoperability standards, policies,
guidance, and practices for electronic health information and adopt best practices including those related to
privacy and security.
In addition to the IT developers and big health systems
who took the pledge, a number of physician groups did as
well, including the American Academy of Family Physicians,
American College of Physicians, American Medical Association, and the American Hospital Association, as well as the
Health Information and Management Systems Society.
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TRENDS

Barriers to interoperability
In its December 2015 report, the Interoperability Task Force identified some of the barriers to interoperability.
• Too many chefs. “Interoperability appears deceptively simple,” they say. “Although the definition is short and the
target end-state is defined, there is little
agreement on the ‘right’ approach. Further, these decisions require multiple
stakeholders to act in a coordinated
manner. No single provider, vendor, or
policymaker can take unilateral action

as a competitive advantage (in some cases leading to passive or
active data blocking) rather than as a basis for coordinated care.
As the percentage of reimbursement under alternative payment
models increases, the demand for broad interoperability will increase. Developers who fail to adequately support interoperability
will be under pressure to serve their customers operating under
alternative payment models.”

Recommendations
In its report, the Health Information Technology Policy Committee
made the following recommendations “designed to accelerate the pace
of change toward meaningful interoperability that is driven by business
and financial incentives.”

“Beyond technical barriers, there
are business barriers, complex
privacy laws, workflow challenges,
and misaligned incentives that
conspire to slow progress.”
that would enable widespread interoperability in the near-term.”
• ‘Perverse’ payment system. “The longstanding fee-for-service reimbursement
model creates a perverse incentive to ignore information from other sources,” according to the report. “With an increasing
shift from fee-for-service reimbursement
to value-based reimbursement, incentives
for interoperability are beginning to shift
from perverse to aligned.”
• Data as a competitive advantage.
“The US health care delivery system continues to have a culture that lacks a teambased approach and too often treats data

1. Develop measures of health-information-exchange-sensitive (HIE-sensitive) health outcomes and resource
use. An example of an HIE-sensitive
measure would be medically unnecessary duplicate testing. Payers could
provide incentive clout by declining
to reimburse for medically unnecessary duplicate testing.

2. Develop measures to hold IT vendors
accountable for their ability and willingness (or lack thereof) to promote
interoperability. “Although vendors have strong incentives to pass the
interoperability requirements for EHR certification, this process is
‘one-time’ and occurs in a lab. It has not been shown to translate into
interoperability that is affordable or easy to implement in the field.”
3. Penalize ($) providers for blocking the exchange of information,
leading to such things as medically unnecessary duplicate testing.
4. Convene a working summit of major stakeholders, including the federal
government and the private sector. “We believe that in order to achieve
meaningful interoperability, collective, synchronous action must be
undertaken by multiple stakeholders across the whole continuum, from
professional education and training programs to health care organizations,
consumers and payers, both public and private,” says the Committee. JHC

Editor’s note: To read the report, “Challenges and Barriers to Interoperability,” by the Health Information Technology
Policy Committee, go to www.healthit.gov/facas/sites/faca/files/HITPC_Final_ITF_Report_2015-12-16%20v3.pdf.
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than You Think.
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solutions have transformed the warehouses of healthcare’s largest suppliers.
But it doesn’t end there. Swisslog automation delivers connectivity across the enterprise by
integrating medication management, materials transport and chain of custody solutions
in more than 3,000 hospitals worldwide—creating efficiency across every stage of the
supply chain continuum.

White Paper
Discover how the status quo may be limiting the
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HSCA

GPOs maintain
transparency,
high ethical
standards
Tenth annual review finds GPOs score
high in ethics, compliance issues

By Todd Ebert
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Healthcare group purchasing organizations are critical cost-savings partners to America’s acute and non-acute care providers – negotiating with manufacturers, suppliers, and distributors for the best price and value of goods and services. In addition to providing billions in savings
to customers on medicines and supplies, GPOs also help reduce provider costs by eliminating the
need for costly internal sourcing functions. With over 98 percent of U.S. hospitals utilizing a GPO,
the industry takes seriously its responsibility to be ethical and transparent, and engage in business
best practices.
In order to provide rigorous independent oversight of the healthcare supply chain, 10 years ago,
several leading GPOs came together to form the Healthcare Group Purchasing Industry Initiative, or
HGPII. Made up of eleven GPO member companies today – including all members of the Healthcare Supply Chain Association – HGPII was born out of the belief that the healthcare supply chain
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HSCA

industry would be made stronger by developing its own best practices and adopting new
standards of transparency and ethics.
The Initiative works to provide oversight
of business practices within the industry, review and set standards, identify issues and vet
grievances relating to best practices, and provide public review of decision-making in the
sector. It also has an independent advisory
council comprised of nationally recognized

chain by promoting firms with minority ownership and actively recruiting talent of diverse backgrounds. The report also found that GPOs
are sustaining a strong ethical culture across their purchasing activities,
using both public standards and internal controls.
The report goes on to reveal that the vast majority of GPOs
maintain an administrative fee of 3 percent or less, and that those
with higher fees disclose those amounts in conformance with GPO
Safe Harbor regulations. Additionally, every member GPO is actively promulgating and enforcing a code of conduct intended to
ban conflicts of interest, or their appearance, as part of employee
orientation and yearly training
sessions. GPOs are also offering
independent grievance processes
for vendors through the American
Arbitration Association.
HGPII National Coordinator
and former Representative Phil
English (R-Pa.) said about the report: “This report is a milestone in
the ten-year history of HGPII that
demonstrates that our members are
rigorously adhering to their stated
commitments to high standards
of ethics, procedural fairness, and
professionalism in providing their
health service customers real savings through group purchasing. Our review of the current business
practices in the supply chain – based on comprehensive surveys and
detailed direct interviews with people making the contracting decisions
– demonstrates that HGPII participants are continuing to make solid,
measurable progress in applying world class standards to the challenge
of leveraging healthcare savings from a competitive market while
maintaining quality.”
The HGPII report is the product of an ongoing process that involves an individual commitment from each member organization.
HGPII is managed as an independent institution by Arent Fox LLP,
with oversight by key industry leaders.
Healthcare group purchasing organizations work hard to ensure our
industry is efficient, transparent, and ethical. Doing so ensures that value
and cost-savings are passed onto providers, who in turn can focus their
efforts on providing top-quality care to patients. JHC

According to the report, GPOs are
actively promoting the availability of new,
innovative technologies in the healthcare
marketplace, and consistently sponsoring
programs to encourage greater diversity
in the supply chain by promoting firms
with minority ownership and actively
recruiting talent of diverse backgrounds.
experts in the field of ethics, which explores
ethics and compliance issues, and what it
means for a GPO to have a culture of ethics.
In March, HGPII marked a decade of operation by releasing its annual report, a national survey of GPO business practices, which
found that all GPOs surveyed are providing
high levels of transparency in their contracting
processes and are adhering to strict codes of
conduct to promote business ethics.
According to the report, GPOs are actively promoting the availability of new, innovative technologies in the healthcare marketplace, and consistently sponsoring programs
to encourage greater diversity in the supply

Todd Ebert, R.Ph., is the President and CEO of the Healthcare Supply Chain Association.
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Health Industry Distributors Association

Getting Your
Arms Around
Accuracy
Derek Stewart’s team, as well as the Shared Services Data Integrity
Team, plays a crucial role for Adventist Health System (AHS): they administer procurement contracts. “It’s not glamorous by any stretch of the imagination, but it’s extremely important,” he says. Stewart was brought on board
in 2003 and part of his role included the pricing side of operations, postcontracting. During his time at AHS and through his prime vendor relationships, Stewart has learned some valuable insights for healthcare organizations
wishing to improve pricing accuracy.
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Adventist Health System snapshot:
• Operates in 10 states
• 3 materials management information systems (MMIS)
• 45 hospital campuses
• 15 skilled nursing facilities
• 22 home health/hospice agencies

Take ownership of pricing
Initially, AHS had a dedicated distributor resource on site that managed
pricing for the entire health system. While this removed a complex process from Stewart and his colleagues’ day-to-day work, “We weren’t minding the store,” he says. “There
are a host of practices that cause
pricing match exceptions, and we
knew we couldn’t fully identify
and resolve our underlying issues
until we took complete control of
our contracting processes.”
With support from a new
prime vendor, Stewart’s team assumed full contract administration
responsibilities and worked with
its distributor to develop a process
Derek Stewart
for managing pricing exceptions.
“Goods were shipped to us, then we held match exceptions in a ‘holding
pen’ for review prior to releasing them as invoices,” Stewart explains. “This
allowed my team and our distributor time to research and correct pricing
issues before they became more costly invoice discrepancies.”
This was the first of several eye-opening experiences for Stewart
and his team. “You need both an ownership stake in your pricing
process and responsibility for the outcomes in order to be successful,” says Stewart. “Only then can you start looking elsewhere for
additional process improvements.”

Clear communication
Stewart is adamant that any meaningful progress on improving pricing accuracy is a direct result of standardization and communication.
Standardized communications allow for more accurate data exchanges,
and AHS uses EDI (electronic data interchange) to send and receive
contract information with its prime vendor as often as possible. “We’ve
found that using EDI eliminates the majority of our price variations,
improves our communication, and even assists our trading partners’
internal communications.”
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Other quick-tips:
• Work it weekly. Stewart compares
pricing changes on a weekly basis with
his prime vendor to find variances. Mismatched prices are placed in a ‘holding
pen’ to be worked on separately.
• Consolidate price notifications.
“Special hospital one-off pricing is very
difficult to manage,” says Stewart. “In a

large IDN, a single price point for all members reduces variation
and improves price accuracy.”

Adopt standards
Taking full control of Adventist Health System’s pricing was a significant
challenge, Stewart admits. Adopting Global Location Number (GLN)
standards, however, was a no-brainer decision for his team. “Converting
to and assuming ownership of our GLN structure was an easy win for
us,” Stewart says.
For example, Adventist’s distributor and
manufacturer partners initially had difficulty
matching information when the health system would acquire new facilities. “Communicating basic data like names and addresses
proved challenging, and we needed a better
solution.” As a result, Stewart’s team enabled
GLN standards with its prime vendor, “to
ensure our ordered goods got delivered to
the right ship-to locations.”
– Derek Stewart
Stewart is quick to point out that he would
like to use GLNs for more of Adventist
Health System’s contracting efforts, but since
these standards aren’t widely used by manufacturers, pricing issues still remain. “We use
GLNs with our prime vendor, but that doesn’t
necessarily change the data we receive from
suppliers,” explains Stewart. “Without strong
matches, pricing can fall out easily; we could
elevate our industry as a whole with more
adoption of standard communications.”
Now that Stewart’s team has achieved
success improving Adventist Health System’s
pricing accuracy, their goals have changed.
“Early on, we worked through our issues reactively,” says Stewart. “Three years ago, we
got our pricing to be so accurate with our
prime vendor that we can now get in front of
our contracting data to see what our prices
will be next month.” Stewart is eager to tackle future contracting challenges and continue
to work with his distributor to take pricing
accuracy further for AHS, as well as for other
healthcare organizations. JHC

“Early on, we worked through our issues
reactively. Three years ago, we got
our pricing to be so accurate with our
prime vendor that we can now get in
front of our contracting data to see
what our prices will be next month.”
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CALENDAR OF EVENTS

AHRMM (Association for Healthcare Resource

HIDA (Health Industry Distributors Association)

& Materials Management)

HIDA Streamlining Healthcare Conference

Annual Conference & Exhibition
July 31- Aug. 3, 2016

Sept. 27-29, 2016
Hyatt Regency O’Hare
Chicago, Ill.

San Diego Convention Center
San Diego, Calif.

MDSI
IDN Insights West

Federation of American Hospitals

May 10-11, 2016
Los Angeles, Calif.

Public Policy Conference & Business Exposition
March 5-7, 2017
Marriott Wardman Park Hotel

ANAE Annual Conference
July 18-20, 2016

Washington, D.C.

Nashville, Tn.

GHX

IDN Insights East

2016 GHX Healthcare Supply Chain Summit

Sept. 8-9, 2016
Atlanta, Ga.

May 23-25, 2016
JW Marriott Austin
Austin, Texas

Market Insights
Oct. 24-25, 2016
Dallas, Texas

HealthTrust
HealthTrust University Conference & Vendor Fair
Aug. 29 - Aug. 31, 2016

Premier
Breakthroughs Conference
June 21-24, 2016

San Antonio, Texas

Gaylord National

Aug. 29, 2016

Washington, DC
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NEWS

Vizient completes acquisition of
MedAssets’ SCM and Sg2 businesses
Vizient Inc (Irving, TX) completed the acquisition
of MedAssets’ (Alpharetta, GA) Spend and Clinical Resource Management (SCM) segment, including Sg2, from Pamplona Capital Management
LP (New York, NY). The combined organization
will deliver increased scale in intelligence, data assets and purchasing to address supply, clinical and
operational improvements, according to a release.
The announcement builds on the 2015 decision
to bring VHA, UHC, and Novation together to
form Vizient, the nation’s largest member-owned
healthcare company. Vizient plans to bring the
MedAssets’ SCM business under the Vizient
brand identity by the end of 2016. There are no
immediate plans to rebrand Sg2.

Children’s Hospital of Richmond
at Virginia Commonwealth University
opens new Children’s Pavilion
Children’s Hospital of Richmond at Virginia Commonwealth University (VCU) (Richmond, VA)
recently celebrated the opening of its new Children’s Pavilion. The pavilion opens to children and
families March 21, 2016. It includes a surgery level,
three levels of pediatric clinics, a faculty/research
floor, and seven levels of parking. It consolidates
pediatric outpatient services under one roof including radiology, same-day surgery, lab testing, dialysis,
infusions, and more. Many services that were previously provided in adult areas of the hospital such
as orthopedics, radiology, and neurosurgery will
now be provided in pediatric-only spaces. Multidisciplinary clinics previously housed on the Brook
Road Campus also will relocate to the space.

InTouch Health, Kainos form strategic
partnership for next-gen telehealth solutions
InTouch Health (Santa Barbara CA) and Kainos
Group plc (London, UK) formed a partnership
to develop a suite of telehealth offerings. The
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InTouch Telehealth Network connects more than
1,500 hospital locations globally and over 4,500
physician specialists enabling urgent teleheath
care. The InTouch Telehealth Network manages
connections for telemental health, ICU, postacute care, telepediatrics and over 30 other clinical specialties. InTouch Health plans to transform
healthcare delivery by using Kainos Evolve’s integrated care platform to power its next generation telehealth patient-management solutions to
improve patient outcomes at lower costs. Using
the Evolve platform allows InTouch Health to deliver customizable patient-centric applications that
can be integrated with hospital EHRs. These applications can be modified or extended to accommodate the requirements of individual healthcare
organizations using the platform’s eForms and
workflow tools.

Georgia hospitals worth
$43.6 billion to economy
Hospitals in the state of Georgia collectively
contributed $43.6 billion to the state’s economy
in 2014, according to a study by the Georgia
Hospital Association. Hospitals also provided
more than 100,000 direct full- and part-time
jobs and indirectly created more than 364,000
full-time jobs. However, Georgia’s hospitals
aren’t immune to the financial challenges faced
by health systems across the country. Since the
beginning of 2013, five have closed, and many
rural hospitals continue to suffer. According
to a 2013 Georgia Department of Community
Health survey, 57 percent of rural hospitals had
negative total margins and four out of 10 total hospitals lost money that year. Uncompensated and indigent care is another source of
strain for Georgia’s hospitals, which provided
$1.75 billion in unpaid care in 2014, a 9.4 percent increase since 2012. About 17.5 percent
of Georgians remain uninsured, according to a
study by the Kaiser Commission on Medicaid
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and the Uninsured. Only two states, Texas and
Oklahoma, have higher uninsured populations.

Trinity Health announces
plans to build self-distribution
center with XPO Logistics

Boehringer Ingelheim Cares Foundation,
AmeriCares launch health coach
program for uninsured

Trinity Health (Livonia, MI) and XPO Logistics
Inc (Greenwich, CT) announced plans to build
the first of four state-of-the-art Trinity Health
supply distribution centers in Fort Wayne, Indiana. The multistate hospital system will use the
new centers to help transform its operations to
better align with its mission to build a peoplecentered health system focused on improving
health and reducing costs for the people and
communities it serves. The project is expected
to create 75 jobs in Indiana. XPO Logistics will
manage and operate the new, $26 million facility. The Fort Wayne logistics hub will provide
access to the Great Lakes/Midwest region and
beyond and represent the single entry point for
all manufacturers and suppliers serving Trinity
Health. As additional strategic satellite warehouses are brought online over the next five
years, Fort Wayne will serve as the central restock and inventory-fulfillment site for those
locations as well. Conlan Construction will
serve as the general contractor. Construction
of the facility is expected to take about a year
with initial site preparation expected to begin in
Q1 2016.

Boehringer Ingelheim Cares Foundation (Ridgefield, CT,) and AmeriCares (Stamford, CT) announced a new Health Coach Program at the
Boehringer Ingelheim AmeriCares Free Clinic
(Danbury, CT) for uninsured patients with chronic disease. The primary role of the AmeriCares
health coaches is to equip patients who are committed to improve their health with the knowledge,
skills and confidence to better manage high blood
pressure, high cholesterol, diabetes, and other
chronic conditions. Health coaching includes oneon-one interactions with patients to ensure they
have the information they need and understand
what they need to do to be successful. The health
coaches will also help to increase overall productivity at the clinic, freeing up providers’ time to
treat more uninsured patients.

Allegiance Health, Henry Ford
sign definitive merger agreement
The boards of trustees approved a definitive agreement for Allegiance Health (Jackson, MI) to join
Henry Ford Health System (Detroit, MI). Following
the final regulatory approvals and the closing process, Allegiance will be part of Henry Ford by April
1, 2016. Allegiance in November 2015 announced it
had signed a letter of intent to join Henry Ford. Once
the process is complete, Allegiance physicians, executives and community members, together with Henry
Ford leaders, will continue to represent local interests
on the board of trustees, governance committees, and
other leadership roles. Allegiance was not anticipating
closures or planning on job losses as a result of the
conglomeration. The affiliation will enable Allegiance
to expand its services and build clinical capacity, as
well as improve facilities and technology.
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Memorial Hermann Health System names
Dr. Benjamin Chu as new president, CEO
Memorial Hermann Health System (Houston,
TX) named Dr. Benjamin Chu as president and
CEO, effective June 2016. Chu currently serves as
EVP of Kaiser Foundation Hospitals and Health
Plans (Oakland, CA) and serves as group president of Kaiser Permanente’s Southern California
and Georgia regions. Chu will succeed current
president and CEO Dan Wolterman, who is retiring after holding the position since 2002. Wolterman will officially step down August 1, 2016 and
will assist Chu in the transition.

45

OBSERVATION DECK

Berwick for President
I’m supporting Donald Berwick, M.D.,
for president.
Writing in a recent issue of the Journal of the American Medical Association, Berwick, president emeritus and
senior fellow, Institute for Healthcare Improvement,
and former administrator of the Centers for Medicare
& Medicaid Services, pointed out that we are about to
enter “Era 3” of medicine and healthcare.
Mark Thill
And I am ready to follow him there.
Era 1, he says, “was the ascendancy of the profession….Its norm include these: the profession of medicine is noble; it has
special knowledge, inaccessible to laity; it is beneficent; and it will self-regulate.
In return, society conceded to the medical profession a privilege most other
work groups do not get – the authority to judge the quality of its own work.”
But all was not well. “The idealism of Era 1 was shaken when researchers…
found problems, such as enormous unexplained variation in practice, rates of
injury from errors in care high enough to make healthcare a public health menace, indignities, injustice related to race and social class, and profiteering.”
Enter Era 2 – the one we inhabit today.
“Exponents of Era 1 believe in professional trust and prerogative,” he writes.
“Those of Era 2 believe in accountability, scrutiny, measurement, incentives, and
markets….” But that’s not working either. “Physicians, other clinicians, and many
healthcare managers feel angry, misunderstood, and overcontrolled. Payers, governments, and consumer groups feel suspicious, resisted, and often helpless.”
Era 3 will be “guided by updated beliefs that reject both the protectionism of Era 1 and
the reductionism of Era 2,” says Berwick. But to become reality, changes must occur:
• Reduce mandatory measurement. “Intemperate measurement is as
unwise and irresponsible as is intemperate healthcare,” he says. “The aim
should be to measure only what matters, and mainly for learning.”
• Stop complex individual incentives. Incentivizing healthcare systems and large physician groups on the basis of improved health and
lower costs is fine. But applying the same measures to individual physicians can be “confusing, unstable and invite gaming.”
• Shift the business strategy from revenue to quality. “This requires
mastering the theory and methods of improvement as a core competence for healthcare leaders.”
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• Give up professional prerogative when it hurts the
whole. The most important
question a modern professional
can ask is not ‘What do I do?’
but ‘What am I part of ?’”
• Use improvement science.
“Modern quality sciences offer a
sterling alternative to the hostility and
misunderstanding that inspection,
reward, and punishment create.”
• Ensure complete transparency. “The right rule is: ‘Anything
professionals know about their
work, the people and communities
they serve can know, too, without
delay, cost, or smokescreens.’”
• Hear the voices of the people
served. “Clinicians, and those who
train them, should learn how to ask
less, ‘What is the matter with you?’
and more, ‘What matters to you?’”
• Reject greed. “Rapacious pharmaceutical pricing, hospitals’ exploiting
market leverage to increase prices,
profiteering physicians, and billing
processes that deteriorate into games
with consultants coaching on
how to squeeze out more profit all
hurt patients and impair trust. Era
3 needs much more restraint.”
See why I like this guy?
A vote for Berwick is a vote for
better medicine. JHC
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• Protect your investment with an industry-best 3-Year Warranty standard.
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