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PUBLISHER’S LETTER
John Pritchard

I am starting to hear more and more thought leaders in the U.S healthcare sys-
tem changing their tune on Supply Chain. Whereas they used to consider it an operational ex-
pense, now they’re beginning to think of  it as an asset. This might not seem like a big deal, but 
I believe it may be just what we need for true transformation to take place. 

The past decade’s emphasis by Supply Chain leaders was often on decreasing cost. The 
Supply Chain leader of  the future will be focused on something different – value creation. 
This is major progress and will ensure Supply Chain will touch all the functions of  healthcare 
organizations. Put another way, I overheard a well-respected Supply Chain leader say: “Supply 
Chain is a major asset. It’s as important as finance and human capital, touching every aspect 
of  the organization.”

In the past, Supply Chain focused on procuring all the same stuff  and more for less cost. 
Often times this was very attainable until variables we were not expecting were thrown at us, like 
physician preference items and their planned obsolescence not keeping up with reimbursement, 
or the Affordable Care Act and the ever-escalating cost of  specialty pharmaceuticals.

Moving forward, if  Supply Chain is treated like an asset, everything changes. And if  the 
measurement of  productive buyer-seller relationships is based on value creation, we will see 
innovation and integration way beyond risk share agreements. While the complexity of  the 
marketplace continues to increase due to duplicative contracting strategies and the continuum 
of  care having to be serviced, there is no doubt that best-in-class sourcing practices will finally 
start to emerge and be adopted. They will be adopted because the value they create will be ap-
parent to all the stakeholders.

Supply Chain practices (just like clinical practices) can only have one best practice. But just 
like we are hearing clinical preference variation is being reduced and predicated on patient need, 
so will Supply Chain practices. Every healthcare organization can have only one best Supply 
Chain protocol, and I think we can only get there when the measurement of  success is based on 
value creation, not cost reduction.

We would love to hear your thoughts on this mindset change, and how you and your health-
care organization are pursuing value creation through your Supply Chain activities. Enjoy this 
issue of  The Journal of  Healthcare Contracting.

Mindset Change:  
Supply Chain is an asset 
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EXECUTIVE INTERVIEW

Throughout his professional career, Hargraves has focused on learn-
ing new skills and moving things forward. Joining Premier in March 2015 was 
simply more of  the same.

Career Path
David Hargraves’ decision to leave the University of 
Pittsburgh Medical Center to join Premier Inc. might 
have been a surprise to many in the industry … 
except those who know him.

“The driving force behind my decision to leave Uni-
versity of  Pittsburgh Medical Center and join Premier was 
along the same lines as when I previously decided to leave 
the manufacturing industry and join UPMC more than a 
decade ago,” he says. “The impetus for the decision lies 
in helping to bolster the healthcare supply chain industry 
to be recognized as one of  the most elite and respected 
supply chain sectors.” Hargraves is group vice president 
at Premier. 

Industry supply chain
Hargraves brought a wealth of  
knowledge and experience to UPMC 
in February 2006. He has an associ-
ate degree in biomedical engineering 
technology from Penn State Univer-
sity, a bachelor of  science in organi-
zational leadership from Duquesne 
University, and an MBA with a con-
centration in healthcare administra-
tion from Waynesburg University. 
He served as a biomedical equipment technician for the 
U.S. Navy, held marketing and sales positions with Newark 
Electronics and Dynatech Nevada, and served as director 
of  global category knowledge for SAP Ariba before join-
ing UPMC, where he served as vice president of  clinical 
supply chain.

“The single biggest lesson I’ve learned from work-
ing in supply chain across multiple industries is, we’re all 

more alike than we are different,” he says. “Every industry 
shares a set of  common supply chain problems, including 
invoicing, controlling costs and securing buy-in from key 
internal stakeholders. However, each industry has supply 
chain problems that are unique.”

For example, healthcare suppliers and providers have 
a more difficult time maintaining trust, transparency 
and collaboration than those in other industries, he says. 

“Looking at other industries, buyers 
encourage co-innovation with their 
suppliers. These buyers trust their 
suppliers and collaborate with them 
to develop new solutions for their 
mutual customers. This trust is of-
ten based on full transparency with 
respect to the cost of  manufacturing 
the products or delivering the ser-
vices that are necessary. Our industry 
is moving in this direction, and Pre-
mier is one of  the companies on the 
forefront, working together with our 

members and suppliers to drive transparency in terms of  
costs and quality.”

Another skill practiced in other industries far more of-
ten than in healthcare is strategic sourcing, says Hargraves. 

“Strategic sourcing emerged as a term that was intend-
ed to highlight a more formalized, multi-phase sourcing 
process that’s comprehensive and goes beyond pricing 
and delivery,” he says. “Done correctly, strategic sourcing 
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“Looking at 
other industries, 

buyers 
encourage co-

innovation with 
their suppliers.”  
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within a group purchasing organization, a provider or even in a different indus-
try should have very few differences. The key is to have a formalized sourcing 
process, supported by technology, which allows an organization to negotiate all 
major spend categories centered on a time-based bid calendar.”

Although common across most industries, strategic sourcing is rare in 
healthcare supply chain for one simple reason – resources, he adds. “It takes 
a significant amount of  resources to develop a robust strategic sourcing pro-
gram, and many facilities have neither the spend volume nor the staffing to 
properly support a program.”

Bigger scale
In many respects, Hargraves’ work at 
Premier parallels what he was doing 
at UPMC. 

“In any given week, I negotiate 
with suppliers, train and support my 
employees, travel to hospitals to un-
derstand how our team can deliver 
more value, and participate in meet-
ings with subject matter experts who 
vote to make contract award deci-
sions – which aligns closely to the 
duties I had at UPMC,” he says.

“Working at Premier has provid-
ed the opportunity to continuously 
improve processes in total cost man-
agement with thousands of  health-
care institutions. I look forward to 
continue serving others in my new 
role, raising the performance of  our 
industry, and increasing visibility into 
the critical work done by healthcare 
supply chain professionals.”

At the same time, since join-
ing Premier, he has come to under-
stand some of  the misperceptions 
of  GPOs carried by some healthcare 
supply chain executives.

“I would say a big misperception 
is the idea that GPOs care more 
about their own profits than they do lowering costs for their members,” 
he says. “In my experience at Premier, this could not be further from the 
truth. In fact, when Premier won the Malcolm Baldrige National Quality  

“Today, we 
are seeing 

supply chain 
executives 
responsible 

for hundreds 
of employees 

and controlling 
billions of 

dollars in non-
labor expenses, 
which requires 

increased 
education, 

skills, talent and 
professional 

acumen.”
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Award [in 2006], one of  the key 
highlights is that as part of  every 
employee’s annual performance re-
view, each individual had the goal 
to safely reduce members’ supply 
costs per adjusted discharge. 

“Our employees are passionate 
about helping our members improve 
supply chain performance and reduce 
costs while improving or maintaining 
quality. It’s what we do.”

Supply chain leaders
The future is bright for healthcare 
supply chain leaders, Hargraves be-
lieves. “Now, with the urgent need 
to find and deliver even greater cost 
reductions in the era of  alternative 
payment models, supply chain lead-
ers are emerging as key players in 
this shift and are driving a perma-
nent transformation that takes our 
industry to a higher level of  achieve-
ment. The future involves signifi-
cant provider consolidation. With  
this consolidation comes tremen-
dous opportunities for supply chain 
executives to expand their responsi-
bilities into non-traditional areas. The 
days of  being responsible for just 
supply costs for one institution are  
fading, and the era of  enterprise-
wide responsibility for all non-
labor expenses is looming.”

Advanced education and pro-
fessional certification in supply 
chain are likely to become prereq-
uisites for the next generation of  
healthcare supply chain executives, 
he says. “Today, we are seeing sup-
ply chain executives responsible 
for hundreds of  employees and 
controlling billions of  dollars in  

October 2016 | The Journal of Healthcare Contracting8
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non-labor expenses, which requires increased education, skills,  
talent and professional acumen.”

GPOs will need to continually up their game as well, he says.
“GPOs need to evolve to keep pace with the increasing sophistica-

tion of  our members and continuously improve our offered services 
as their needs evolve and responsibilities increase. With clinical data 
on nearly 40 percent of  U.S. discharges and $48 billion in annual 
purchasing information, Premier’s unique provider alignment and 
data-driven intelligence platform allow us to help our health systems 
manage current challenges and build for the future – breaking down 
siloes and improving care with a focus on population health, spe-
cialty pharmacy and supply chain. Our recent significant expansions 
into non-traditional spend areas – including purchased services, con-
struction and facilities and clinical engineering – are evidence of  our 
commitment to work with members to effectively and innovatively 
manage costs.”

As for Hargraves, he hopes to deliver significantly greater value 
to the providers who use Premier’s services and who view Premier 
more as extension of  their own supply chain organization. “They 
align strategically with us as opposed to being seen strictly as an ex-
ternal supplier. Focusing on this goal, I believe we will continue to 
help our members penetrate new opportunities to control spend, col-
laborate on innovation between our members and suppliers to bring 
new devices and solutions to market, develop and deploy technology 
to drive efficiency and sustainable reductions in cost, and execute 
against our vision of  helping our members achieve transformation to 
high-quality, cost-effective healthcare. 

“And as the only outcomes-based GPO, I hope to bring a unique 
perspective when it comes to developing new evidence-based pro-
grams and models that have a focus on clinical quality and safety.”

An example of  this innovation is Premier’s Partnership for the Ad-
vancement of  Comparative Effectiveness Review, or PACER, which 
brings together diverse health systems that strive to optimize health-
care delivery by transparently sharing usage, outcomes and spend data 
across integrated delivery networks with the objective to improve care 
delivery and reduce cost, says Hargraves. Premier member health sys-
tems participating within PACER have saved more than $8 million in 
two years on cardiac stents and surgical mesh, he adds.

“PACER participants collaborate on highly aligned objectives and 
unite each institution’s supply chain leaders and their expert clinicians 
to make informed decisions on clinical and/or physician preference 
items. And the results show how this initiative is working to reduce the 
influence of  PPIs.” JHC

“UPMC is a tremendous organiza-
tion and has implemented many 
processes and practices that foster 
excellence in terms of supply chain,” 
says David Hargraves, vice president, 
strategic sourcing, Premier. Newly 
forming integrated delivery net-
works should consider the key best 
practices UPMC used when imple-
menting its multiyear supply chain 
transformation, he says:

•  Set bold long-term goals 
supported by near-term 
tactical work plans with clear 
operational owners.

•  Pursue the elimination of waste 
via process redesign.

•  Deploy technology as a means 
to support great processes and 
not as a solution unto itself.

•  Develop strong, clinical-lead 
value analysis teams with 
system-wide responsibility.

•  Write system policies that 
empower supply chain and serve 
to rein in maverick spend.

•  Develop an eye for talent and 
constantly recruit and develop 
the best possible supply  
chain professionals.

“It shouldn’t be surprising to 
note that most of the items listed 
above are common of any world-class 
supply chain organizations,” he says.

Steps to a  
supply chain 

transformation

October 2016 | The Journal of Healthcare Contracting1010



No one knows this space better than we do.
While “out of the box” solutions get a lot of attention, we believe it’s what happens on the inside  

that matters most. That’s why we’ve spent the past 50 years focused squarely on improving  

the exam room itself with better equipment, smarter workflows and more integrated technology. 

More than a million exam rooms later, we’re setting the standard with between-the-walls  

thinking that leads the way to better care and outcomes—not ideas that are just way out there.  

Find out how to bring our thinking into your space at midmark.com/JHCoct.

Midmark Corporation, Dayton, OH.



RPC PROFILE
By Laura Thill

Sometimes the strongest option lies somewhere in the middle. That’s 
exactly what seven Mid-Atlantic hospital systems discovered when they met 
three years ago to discuss forming an independent entity, AllSpire Health Part-
ners. “The concept was to create a virtual network to accomplish things we 
couldn’t do independently, due to the size of  each 
hospital system,” says Keith Noll, interim presi-
dent of  AllSpire Health Partners’ GPO Board. 
But, their intention never was to merge into one 
organization, he adds. “AllSpire’s GPO will go 
live October 1,” he adds.

Since its initial planning, AllSpire Health Part-
ner’s goals have been much greater than the cre-
ation of  a GPO. The group has focused on popu-
lation health management, joint risk sharing and 
contracting around clinical care improvements 
and new technology to achieve greater savings. 
But, it’s not an RPC. In fact, in the future, the 
members are open to jointly owning or creating 
companies “not normally in our space, but relat-
ed to healthcare,” says Noll.

“We actually are structured as a 
GPO,” Noll explains. “There were 
three directions we could have taken. 
The conservative approach would have 
been to join another GPO and become 
a regional purchasing coalition. At the 
other end of  the spectrum, we could 
have contracted independently for ev-
ery item we purchased, but we didn’t 
have that expertise. Some of  our hos-
pital systems have item masters with 
literally 100,000 items. 

“We definitely needed a business 
partner,” Noll continues. “So we hit 
a middle ground and formed a GPO, 
while contracting with an existing one, 
which could offer infrastructure and 
access to their commodity contracts 
for us to start AllSpire Health Partners 
GPO. We put a bid out to eight differ-
ent GPOs, and selected HealthTrust 
Purchasing Group. Essentially, we 
have a 3-5-year management agree-
ment with HealthTrust to run All-
Spire Health Partners.” That’s not to 
say the process has always been easy, 
he notes. “It has been a complicated 

transaction to get us to this 
point.” And, one member 
– Lancaster General – be-
came involved in a hospital 
merger, at which time it felt 
it was appropriate to leave 
AllSpire Health Partners.  
“But, HealthTrust has done 
a lot to bring much value 
to us in a short amount of  
time,” he says. 

So, while AllSpire Health 
GPO will maintain its own 
board, complete with a 
board president and senior 
supply chain executive, it will 

Small Membership, 
Large Commitment
As it prepares to go live, AllSpire Health Partners’ 
members discover it’s possible to join forces  
without merging into a single organization. 

“By consolidating our 
spend, we can work 
with our vendors in 

committed contracts. 
This makes us 

unique and keep our 
vendors happy. It’s 

a predictable model 
and they know what 

they can expect. ” 
– Keith Noll, interim president 

of AllSpire Health Partners’ 
GPO Board

October 2016 | The Journal of Healthcare Contracting12
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work closely with the HealthTrust staff  to determine which contracts and 
products to target. (HealthTrust staff  members will work in AllSpire’s Le-
high Valley, Pa. offices, and be paid by AllSpire, to help ensure an easy co-
existence between the two organizations.)

At the same time, “AllSpire members will have a seat at HealthTrust’s 
table, and will be closely involved in evaluating and adding new products,” 
says Noll. The AllSpire board will approve all decisions, and all initiatives 
will be executed in collaboration with value analysis teams from each of  
its organizations. “Because we have fewer members than other GPOs, it 
provides an advantage in obtaining physician buy-in at our organizations,” 
says Noll.

A committed model
Unlike traditional GPOs, AllSpire Health Partners follows a commit-
ted model of  purchasing, Noll points out. “Other GPOs follow an 
open model of  purchasing, meaning the more they spend, the more 
they save,” he says, and typically 50 percent of  each member’s spend 
would go through the GPO’s contracts. However, HealthTrust’s model  
requires AllSpire Health 
Partners members to 
work together. 

At least 80 per-
cent of  each member’s 
spend must go through 
HealthTrust contracts, 
forcing them to work 
together and efficiently, 
he explains.  “Some of  
our members were part 
of  a purchasing coali-
tion prior to forming 
AllSpire Health Part-
ners,” he says. “We have 
learned that the fewer 
members you have, the 
easier it is to arrive at de-
cisions, and the faster you can attain an 80 percent level of  commitment.” 
The fact that all six members are a similar size is an added benefit, he notes, 
since larger members sometimes have greater voting power in their GPO.

“By consolidating our spend, we can work with our vendors in commit-
ted contracts,” Noll continues. “This makes us unique and keeps our vendors 
happy. It’s a predictable model and they know what they can expect. ” 

The short – and the long – run 
AllSpire Health GPO has laid out a realistic 
set of  goals for its first year. “We want to 
ensure we transition smoothly to our new 
portfolio of  contracts and vendors, and 
that our members are working collabora-
tively and effectively from the start,” says 
Noll. “We also will look at various RFP 
processes and consider areas where we can 
bring value.” All of  this will require a lot 
of  data analysis in the coming months to 
help the GPO gauge its progress, he adds. 
In its first year alone, AllSpire Health Part-
ners expects to save as much as $50 million 
across it organizations.

“In the long run, we are looking to ex-
pand our service offerings beyond a tradi-
tional GPO to increase our market visibil-
ity,” says Noll. 

While the GPO anticipates opening its 
membership to other hospitals with whom 
it has relationships, new members will not 
necessarily be equity owners like the six 
founding hospital systems. “That said, if  a 
larger hospital system expresses an interest 
in becoming an owner, we would be open to 
it,” he says. The question is, how large can 
an organization like AllSpire Health Partners 
become, without giving up the advantages 
of  a smaller GPO? 

“It’s difficult to say at this point,” says 
Noll. “It is more about philosophical fit 
with a committed model than it is about 
size. HealthTrust for years has shown the 
higher value it brings with a committed 
model, even though it is not the largest 
GPO in the country. We are attempting 
to do the same in the areas of  physician 
preference items and purchased services. If  
an organization has the ability to move to-
wards commitment, it will be a great fit for 
what we are doing here.” JHC

AllSpire Health Partners GPO includes:
•  Atlantic Health System  

(Morristown, N.J.)
•  Hackensack University Health  

Network (Hackensack, N.J.)
•  Lehigh Valley Health Network  

(Allentown, Pa.)
• Meridian Health (Neptune, N.J.)
•  Reading Health System  

(Reading, Pa.)
• WellSpan Health (York, Pa.)

Participating 
health systems

October 2016 | The Journal of Healthcare Contracting1414
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Accommodate
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Every supply chain executive has heard the rap on GPOs: 

Great for commodities, not so great at identifying and 

contracting for new, exciting technologies. GPO execu-

tives would beg to differ. Premier, for example, would 

point to its Innovation Celebration; Intalere to the “New 

technology” section of its tradeshow; Vizient at its Innova-

tive Technology Exchange and Clinical Connections Sum-

mit; and HealthTrust its Physician Advisors Program.

The Journal of Healthcare Contracting asked several GPOs to 

comment on the GPO’s role in helping its members stay on top 

of innovation. Responding to questions were:

•  Lori Pilla, vice president, custom contracting  

and supply chain consulting solutions; and  

Tom Wessling, vice president contracting  

operations, Intalere.

•  Debbie Archer, procurement director,  

innovative technology, Vizient.

•  Matthew Willis, M.D., orthopedic  

surgeon practicing in Nashville, Tenn.,  

who serves as a HealthTrust physician advisor.

•  Michael J. Alkire, COO, Premier Inc.

Their 
answer: 

‘Yes.’

Innov ation?
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Innovation

Journal of Healthcare Contracting: Can you name two or three ways in 
which the process of evaluating new medical technology differs today 
from, say, 10 or 15 years ago? What accounts for those differences?
Matthew Willis, M.D., orthopedic surgeon practicing in Nash-
ville, Tenn., who serves as a HealthTrust physician advisor: One 
of  the main differences today from 10 to 15 years ago is that efficacy rela-
tive to cost is much more important. It used to be that efficacy was the 
only real consideration. If  a product even marginally improved efficacy ver-
sus another product, it would be utilized despite doubling or tripling costs.  

Today, facilities, purchasing groups 
and even physicians expect added 
cost to equal added value.

Another big change is that physi-
cians are much more often expected 
to work closely with organizations to 
decide which medical technologies 
work best – and to provide the data 
that supports their decision-making.  

Previously, physicians had carte 
blanche to just pick what they wanted, 
no questions asked.

A third difference is that capital 
equipment life-cycle costs, includ-
ing training and disposables cost, 
are more often factored into deci-
sions about whether or not a prod-
uct is worthwhile.

Efficacy and cost: A balancing act
HealthTrust and innovative technology

“Establishing 
hospitals or 

clinics as trial sites 
for early-stage 

products is a good 
idea because it 

builds familiarity, 
and thus efficiency, 

of the evaluation 
process.”Matthew Willis



Most supply chain executives know the challenges 
of  standardizing medical-surgical products and equipment 
within an acute-care hospital’s four walls. It’s not easy. 

Now try standardizing across those 15 physician 
practices your health system acquired last year. And the 
10 additional ones acquired earlier this year. 

“Don’t panic,” says Jon Manitta, director of  pur-
chasing and project manager for George Washington 
University Medical Faculty Associates, a practice with 
more than 700 physicians in Washington, D.C. “First 
and foremost, you have to be empathetic [with the 
practices]. If  you try to attack supply chain with a mal-
let, you’re going to want to downsize to a scalpel.

The chosen few
Standardizing products across many physician offices  

is a challenge, but no cause for panic

“The non-acute care environment is a different animal 
[from the hospital],” he continues. “People’s expectations 
are different. The latitude they have had is usually differ-
ent. It’s a much more siloed environment. They often look 
at their practice groups as their own thing. They get very 
ingrained in how they do things. And they often attribute 
their success to the fact that they have that latitude.”

Michael Cassaro, manager, Office of  Strategic 
Sourcing for Atrius Health, Newton, Mass., says, “The 
majority of  physicians are flexible when they under-
stand the ramifications of  their decisions on the orga-
nization’s bottom line. They just need to be engaged 
early and see the data. 

Sponsored by McKesson Medical-Surgical



“The difficulty lies in the size and breadth of  the organization,” says 
Cassaro, whose practice is made up of  750 physicians representing more 
than 50 specialties in 29 locations in eastern Massachusetts. “Physicians with 
experience in small private practices may realize that every product they buy 
has an impact on their own pocket. That’s not always as easy to see in a large 
organization.”

Mass confusion
At first glance, executives brought up through the acute-care ranks might 
dismiss the supply chain ramifications of  their newly acquired physician 
practices, given the relatively low volume. But often, as time goes on, they 
discover that failing to control purchasing and inventory leads to more ex-
pense, SKUs, waste and inefficiency than they anticipated. Those inefficien-
cies are often passed on to their distributors, who in turn must increase 
prices to recover their additional costs.

Twenty-four months ago, most supply chain executives didn’t give much 
thought to their non-acute care charges, says Katie Udenberg, vice president 
of  health systems for McKesson Medical-Surgical. After all, they often account 

for 5 percent or less of  their overall system’s spend. 
“But now, health systems are acquiring prac-

tices at an unprecedented rate,” she says. “And 
if  they are behind in developing standardization 
guidelines, it quickly becomes overwhelming 
to catch up. That’s usually when they ask us for 
help. They know we have a template [for servicing 
non-acute care sites], and they ask us to tell them 
what they need and whether we can recommend a 
change in formulary.”

At that point, the McKesson [Medical-Surgical] team is likely to ask 
one question, says Udenberg: Do the physicians in the newly acquired 
practices have an incentive to be cost-effective or not? “If  they do, they 
are wide open to standardization,” she says. “If  they don’t, they may want 
to stay with their preferences.”

Adding up to real money
It’s a challenge with which Cassaro is familiar.

“We just met with a couple of  our specialty chiefs yesterday and had this 
very discussion about product standardization,” he says. “McKesson [Med-
ical-Surgical] helped us put together 50 pages of  data, showing how much 
we pay for products, how much we buy. 

“We could see we buy 74 different types of  gloves in something like 
10 categories. We could easily get that down to 10 or 15. The savings 
from consolidating may not be that big, but we’re finding that with every 
analysis, every category we go after, we can save anywhere from $20,000 
to $25,000. You have so many categories that before you know it, you’re 
at $300,000 savings.”
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Jon Manitta

Michael Cassaro

“ We know we have solid 
footing with a rep who is 
intimate with the account, 
very active, and a good 
partner, always ready  
when I need him.”  – Jon Manitta



Twenty-eight years ago, Cassaro joined what was 
to become Atrius Health as an electrical/mechanical 
coordinator in the real estate and property manage-
ment division. Later, he assumed responsibility for 
facilities operations, materials management and pro-
curement for Harvard Vanguard Medical Associates. 
In 2004, Harvard Vanguard and Dedham Medical 
Associates formed Atrius Health as its parent or-
ganization. Granite Medical Group joined in 2005, 
VNA Care Network in 2013 and VNA of  Boston 
soon thereafter. 

In 2015, the organization went through a reorgani-
zation, when Dedham Medical, Granite Medical and 
Harvard Vanguard merged to form one organization, 
with VNA Care as an integrated subsidiary.

“We had worked on standardization and other sup-
ply chain related improvements across our medical 
practices for many years,” says Cassaro. “But the merg-
er of  the medical groups into Atrius Health in 2015, 
created more urgency and gave us the ability to do more 
things. It forced all three groups to look at things a little 
differently. Since then, it’s been continual consolidation 
of  contracts. It’s a weekly thing. We take advantage of  
every opportunity we can.”

A new president and CEO, Steven Strongwater, 
M.D., brought with him some familiarity and experi-
ence in supply chain. “He has engaged all of  the execu-
tive leadership in the future of  Atrius Health and he has 
identified the pillars of  success the organization needs 
to achieve,” says Cassaro. “That creates a very different 
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“Today’s market requires a true partnership between our 
customer and us,” says Ross Biddle, vice president of cor-
porate accounts, McKesson Medical-Surgical. “It takes 
both parties working together, to help achieve the goals 
outlined by the customer.”

Biddle oversees a team of directors that covers the en-
tire United States for the non-acute care market. They focus 
on the larger customers and organizations not owned by a 
health system, but which have similar requirements that a 
health system may have for their non-acute care clinics, he 
says. Examples: large independent multispecialty groups, 
MSOs, IPAs and ACOs.

“It is no longer just about selling product A at X price, 
but more about the delivery of resources that can impact 
the bottom line for the customer, including supply needs, 
laboratory, Rx, e-commerce, accounts payable and revenue 
cycle management, to name a few. With these things cov-
ered, the customer can focus on giving the highest level of 
care to their patients.”

Standardization
Standardization and consolidation have been around for 
years, but they can be especially challenging for an orga-
nization acquiring physician clinics, says Biddle.

“Clinics come with their own processes and products, 
which they have used for years.  Working together with the 
customer, we identify the opportunities to streamline and 
drive efficiencies, by reducing the number of SKUs that the 

customer uses. Therefore, 
we can deliver savings for 
the customer and McK-
esson. We are also able to 
maximize the GPO contract 
tiers, local vendor contracts, 
and private brand options, 
generating additional sav-
ings for the customer.”

Consolidating and le-
veraging volume helps 
drive cost out of the sys-
tem, he adds. “By stan-
dardizing products, we 
are able to manage inven-

tory levels better by focusing on the correct product mix. 
Managing 3,000 SKUs for a customer is a lot different than 
1,500. We have always managed the inventory for our cus-
tomer to reduce back order situations, but having a reduced 
number of SKUs for a customer brings it to another level.”

Resources brought to bear

“We have always 
managed the 
inventory for 

our customer to 
reduce back order 

situations, but 
having a reduced 
number of SKUs 
for a customer 

brings it to  
another level.”



landscape for our efforts to standardize and consoli-
date, and to help lower our organizational expenses.

“Having a CEO with that kind of  knowledge and 
experience is a bonus for a supply chain manager.”

Data and discipline
McKesson Medical-Surgical brought data and disci-
plined analysis to the Atrius Health supply chain, says 
Cassaro. Their Six Sigma approach fit well with the 
practice’s lean methodology, which it had been employ-
ing for years. Atrius Health’s vice president of  perfor-
mance excellence, a Six Sigma master black belt and 
lean sensei himself,  has been involved in all meetings 
with McKesson Medical-Surgical. 

“We use Six Sigma and lean when looking at a prob-
lem,” says Cassaro. “We don’t jump to a solution, we 
walk it through. It’s a process, going step by step, but if  
you have the patience to do it and do it right, it has real 
value. You’re often surprised to find things you didn’t 
even know about, now displaying themselves.

“Because McKesson [Medical-Surgical] has a dedi-
cated team to directly support Atrius Health, we receive 
immediate attention, response and support, whether 
it is about our day-to-day volume of  purchases or the 
data needed for further analysis,” he continues. “My 
entire procurement team has direct access to their sup-
port every day, and the ease of  that process makes our 
jobs easier. They have provided detailed reports that lay 
out options very clearly, and we are using that data with 
our individual meetings with physicians as we seek their 
support in the changes we need to make.

“McKesson [Medical-Surgical] has taken the lead 
role on the high volume of  products we source from 

them,” says Cassaro. “Our GPO, Premier/Yankee Al-
liance, has supported their efforts and worked with 
my team on various other opportunities. Our next 
step is to work with the physician group on true phy-
sician preferred products.”

Suture is an example. “It’s such a controversial item, 
but we have an opportunity to save a great deal of  mon-
ey by switching to another manufacturer.”

In the year ahead, Atrius Health, working with McKes-
son Medical Surgical, will consolidate agreements as they 
come to term, Cassaro says. “We have significant product 
changes in store, and we will move a high volume of  cur-
rent purchases to McKesson Brands products. We also are 
looking at options to move additional volume to them, as 
in some cases we are buying similar products from multiple 
suppliers, therefore impacting our tier-level price points.”

A rep makes a difference
For Jon Manitta, McKesson Medical-Surgical brought 
data, analysis and an outstanding account executive – 
Ray Milauskas.
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“ It’s been continual 
consolidation of 
contracts. It’s a 
weekly thing. We take 
advantage of every 
opportunity we can.” 

– Michael Cassaro



The George Washington Uni-
versity Medical Faculty Associates 
(MFA) is the largest, independent, 
physician-led practice group in the 
metropolitan Washington, D.C., 
area. The practice has more than 
700 doctors in 51 medical special-
ties caring for patients. MFA oper-
ates a 316,000-sq.-ft. facility treat-
ing an average of  4,500 patients a 
day, and 50 to 60 other sites of  care.

Though MFA is an independent, 
physician-led practice, it has a close 
relationship with George Washing-
ton University Hospital and serves 
as a teaching facility for it. Many of  its doctors are also 
on staff  at the medical school. That said, the supply 
chain programs of  MFA, the hospital and the medical 
school are separate and distinct.

Manitta joined the practice 16 years ago, when it oc-
cupied just one location. He has worked closely with 

McKesson Medical-Surgical and 
Milauskas for 15 of  those years.  

“Ray has been an integral part 
of  the quality of  our relationship,” 
he says. “We know we have solid 
footing with an account executive 
who is intimate with the account, 
very active, and a good partner, al-
ways ready when I need him. He is 
one of  those guys who never says 
he can’t do something. In this busi-
ness, that speaks volumes.”

McKesson Medical-Surgical de-
livers products to all sites – including 
the main facility – in low unit of  mea-

sure, according to Manitta. “We don’t have a warehouse,” 
he says. “We don’t have the space. Every space has been 
converted to either practice areas or administrative.

“With the careful work of  Ray and other people 
at McKesson [Medical-Surgical], we have developed 
an internal inventory and bar code system. We have 
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“When you 
standardize, you 
actually raise the 
quality of care, 
because of the 
predictability 

factor.”  
– Jon Manitta



reorder points for each department. I am notified if  
there is overbuying, or if  anything in the purchasing 
cycle changes drastically.

“It has taken years to fine tune our system, so we 
keep adequate supplies on the shelves without over-
stocking. And we’re still in the process of  doing that 
with Six Sigma initiatives.”

Wired for standardization
Standardization is extremely important for MFA. “We 
have a fairly large number of  SKUs, and we are con-
stantly trying to tailor that,” Manitta says. “It’s import-
ant for budgeting, forecasting, cost control and quality 
of  care. And when you standardize, you actually raise 
the quality of  care, because of  the predictability factor. 
A doctor may argue you’re taking away some creativity, 
but if  you look at the data, you can see you’re improv-
ing quality of  care.

“With McKesson [Medical-Surgical]’s help and a vet-
ting process with our clinicians, we have gone to many 
standard McKesson Brands products,” he continues. 
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“We don’t force anything on them. Instead, we offer 
them for evaluation and testing in everyday clinical use.”

Manitta admits he is “wired” for standardization. “As 
we grew, it dawned on me that standardization would be 
a good practice. It just made sense, starting with one lo-
cation, then two, then six, then 30, 40 and 50.

“When I broached the subject with McKesson 
[Medical-Surgical], they already had all kinds of  metrics 
and tools to help us do that. It would have been very 
hard for me to coalesce our purchasing data off  our 
invoices, and not everything is recorded on purchase 
orders. But once I had the data in hand, I could see 
what we looked like on paper.”

The distributor helped Manitta substitute and con-
solidate products. “They had the data, the product se-
lection and the willingness to get their hands dirty and 
actively go to the physicians and say, ‘We’d like you to 
try this product.’ We’re actively doing that now.”

The process is easier because of  the trust Milaus-
kas has built with MFA’s doctors and staff  over the 
years. “You have to have trust,” says Manitta. “Ray 

“ We could see we buy 
74 different types  
of gloves in 
something like  
10 categories.”  

– Michael Cassaro
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“Inventory is a burden on working capital,” says Sam David, vice president 
of corporate operations, McKesson Medical-Surgical. His team is respon-
sible for operationalizing corporate initiatives, including major process im-
provement projects in the company’s distribution network. 

“But when we talk about carrying costs, it’s more than just the cost of 
capital. People forget there are costs in spoilage and damage, and the cost of 
providing customers visibility into what’s in stock, and providing them more 
product selection.” 

If it costs the distributor something, 
it will cost the provider something too. 

“If the provider hasn’t standardized, 
we can’t aggregate enough demand, 
which makes it harder to keep prod-
uct in stock for those times when they 
need it,” he says. “It’s a shared cost.”

Standardization, on the other hand, 
helps the entire supply chain. “The 
distributor doesn’t have to build big-
ger warehouses; I don’t have to carry 
30,000 items. The manufacturer can 

plan better if the demand is [more predictable]. The costs we take out of the 
supply chain help us push savings to the end user.

Minimizing the number of SKUs will lower a distributor’s cost-to-service, 
as well as allow them to better use their working capital to ensure the appro-
priate inventory levels to meet market demand. 

“But [providers] need to look at standardization as an ongoing activity. 
It’s not a one-time event. It takes discipline. Your customers may not want a 
different type of glove, but it’s worth the effort.”

More SKUs? More cost.
Where there is a plethora of products,  
there is inventory…and cost.

“ People forget there 
are costs in spoilage 
and damage, and 
the cost of providing 
customers visibility 
into what’s in stock, 
and providing  
them more  
product selection.”

had established these relation-
ships, and he had my sanctioning 
as well. So when he approached 
people, it didn’t smack of  sales-
manship. People didn’t go into a 
panic mode. My phone didn’t ring 
off  the hook.

“You put all that together, 
and you have the open-minded-
ness you need from clinicians to 
start standardization.”

Working with McKesson Med-
ical-Surgical, Manitta and his staff  
began working on exam room 
supplies, many of  which were fair-
ly easy to standardize. But some 
were trickier. “One kind of  table 
paper might work in urgent care 
or the department of  medicine, 
but not in the bariatric center,” he 
says. “Those are things that would 



seemingly appear straightforward, 
but they require attention to detail.”

More difficult are those items 
that doctors touch, e.g., needles, 
suture, cutting instruments. “We’ve 
been patient and have offered them 
multiple choices,” says Manitta. 
“And when we show them the price 
delta, we have good folks who are 
budget-minded.”

Borrowing on Six Sigma, Manit-
ta has selected a value review com-
mittee to vet new products and 
technologies. “We are taking what 
we already have been doing, fine 
tuning it into a process and putting it into writing. By 
doing so, I can train and inform my staff  better as 
to how we approach product selection. It gives them 
something tangible to look at.”

“I often tell people, ‘This job has been interesting and 
challenging.’ I’ve gotten education along the way from 
folks like Ray and McKesson Medical-Surgical Field Vice 
President Fran Fay, who are experts in the field. They 
have provided the information and tools I need. I take 
those tools and tailor them to what MFA needs.”

Green gloves or pink?
Cassaro and Manitta operate solely in the non-acute care 
supply chain; hence, they bring plenty of  experience to that 
sector. Their acute-care counterparts, that is, those whose 
health systems have acquired some physician practices and 
other offsite facilities, face a unique set of  challenges.

“When [acute-care supply chain executives] reach 
out to us, they usually are in a heavy acquisition mode, 
or they have just started to get into it,” says Udenberg. 
“They might feel their hospital supply chain is locked 
down in terms of  contract compliance and a standard 
formulary, but when they acquire these outside entities 
– and for my team, that usually means physicians’ clinics 
or surgery centers – they find that each one comes with 
its own personality and desired formulary. And a lot of  
times, that doesn’t match with that of  the hospital.”

For example, whereas the hospital might have standard-
ized on a couple of  gloves, a doctors office might want to 
get some green gloves for St. Patrick’s Day or pink ones for 
Breast Cancer Awareness Month. The hospital may have 

standardized on one brand of  su-
ture, while the doctors prefer another 
brand in their offices. Nor are all the 
products used in the physician office 
found in the acute-care hospital. In 
fact, Udenberg estimates that only 10 
to 20 percent of  the products in use 
in the non acute care sites typically jibe 
with the hospital’s formulary. “If  we 
can get that to 55 or 60 percent, that’s 
a phenomenal thing.”

“This is where McKesson [Med-
ical-Surgical] and the health system 
team shine,” she continues. “We 
can take away the confusion, so [the 

supply chain team] knows where the starting point is. 
We have analytics that can take the history from the 
acquired sites and come back with, ‘Based on your con-
tracts and the data you’ve provided us, here’s how we 
can funnel your products. Here are the products that 
meet your contracting patterns, and here are some items 
the practices are buying that should be converted,’ both 
from a clinical and financial standpoint.”

Standardization is a perpetual process
If  there is one lesson that Cassaro, Manitta and the peo-
ple with whom they work on distribution have learned, 
it is this: “It’s a perpetual process,” says Udenberg. Just 
at the point one believes they have it under control, new 
products, processes and technologies emerge, she says, 
“We’re always looking five years out or so.”

Says Cassaro, “In the past, you would make a change, 
walk away and think it’s one and done. Later, you find things 
have slipped; you didn’t hold the gains. What we’re trying 
to do is put something in place that’s more permanent – a 
living, breathing process that will continually evolve and that 
we will continue to work on with our partners.

“The best way to approach it is to let the physicians 
know we are partners with them. It’s not about dismantling 
what they have, but about showing them solutions that will 
keep quality care where they want it to be but also help the 
organization’s bottom line. That’s the toughest part – getting 
people to understand that we’re all in this together.

“These are smart folks,” he says, speaking of  clinical 
caregivers. “When you give them a reasonable solution, 
more often than not, they will take it.”

“If you try to 
attack supply 
chain with a 
mallet, you’re 
going to want  
to downsize  
to a scalpel.”     

– Jon Manitta
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Innovation
JHC: When your sourcing team hears a vendor (or 
end user, such as a physician or surgeon) call a new 
device or technology “innovative,” what should 
their expectations be of that device or technology?
Matthew Willis, M.D.: To me, an “innovative” prod-
uct solves a problem – it improves either safety or clini-
cal outcomes, or both, and does so at a justifiable cost 
increase, or it provides the same outcomes and safety 
profile at a lower cost – in a way that has never been 
done before. 

For some newly introduced products, the jury is 
still out on whether or not they’re “faux” innova-
tions. A number of  polyethylene additives for total 
joint replacement may provide superior wear charac-
teristics in a lab, but that doesn’t necessarily equate to 
improved clinical outcomes and lower revision rates. 
For the added cost, we’re offered a theoretical rather 
than a proven in vivo benefit. How innovative these 
additives are is “to be determined” once better data 
comes out.

JHC: Can a GPO do anything more than introduce 
its members to new technologies from early-stage 
or startup medical device firms? In other words, 
can a national GPO sign agreements with compa-
nies such as these, which tend to be small?

Matthew Willis, M.D.: That’s a tricky question because 
an early-stage technology has to prove itself  before it gets 
adopted by large organizations, but startup firms also need 
their technology to be tested by those organizations to ac-
quire sufficient numbers for that proof. However, if  you 
give access to every startup product that comes to market, 
then you run the risk of  accumulating a number of  un-
necessary costs. The majority of  products new to market 
I would not consider innovative but “me-too” products or 
ones that flat out don’t work.

I think providers need a systematic, 
repeatable way to evaluate new prod-
ucts rather than taking a haphazard 
“try-it-and-see” approach. Establish-
ing hospitals or clinics as trial sites for 
early-stage products is a good idea be-
cause it builds familiarity, and thus ef-
ficiency, of  the evaluation process.

JHC: What are the challenges in 
evaluating clinical evidence about 
a newly introduced product/de-
vice, which probably lacks a track 
record in the field? How should the 
provider (GPO, IDN, hospital, etc) 

deal with those difficulties?
Matthew Willis, M.D.: One of  main challenges in evalu-
ating new devices is that the initial studies either published 
or presented at meetings are frequently conducted by par-
ties with financial ties to those products, so they some-
times can’t be taken at face value. Oftentimes the results 
obtained in these pilot studies aren’t achievable by a gen-
eral population of  physicians or in repeat studies. 

JHC: To what extent can the healthcare provider 
hold the vendor accountable for the performance 
of a newly introduced device after it is in use in the 
healthcare facility?
Matthew Willis, M.D.: Healthcare providers, particu-
larly large health systems and GPOs, can hold vendors 
accountable with outcomes reporting on a quarterly or 

“ A number of polyethylene 
additives for total joint 
replacement may provide 
superior wear characteristics 
in a lab, but that doesn’t 
necessarily equate to 
improved clinical outcomes 
and lower revision rates.”
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annual basis. But outcomes tracking can be difficult, at 
least without a system such as the InVivoLink implant 
and patient-reported outcomes registry for total joint 
patients. A number of  standardized scoring systems, 
unique to subspecialties as well as individual body parts 
and procedures, are referenced in the medical literature. 
On a regular basis, providers should also be meeting 
with vendors to review and discuss product perfor-
mance. Currently, this only happens when individual 
physicians informally offer their opinions on what’s 
working and what’s not to mid- and 
upper-level administrators.

Nothing talks like data with vendors, 
and clearly demonstrated inferior out-
comes in a sufficiently powered num-
ber of  patients would warrant a change. 
There is always a learning curve with 
a new device when operative times are 
longer and complication rates higher 
than you’d like them to be, but ideally, 
that learning curve is really, really quick.

JHC: On the HealthTrust website, 
a blog by Dr. David Alfery, says, 
“HealthTrust’s Physician Advisors 
Program puts thought leaders together to help as-
certain which new technologies are truly innovative 
in advancing care.” Can you talk about the program? 
Matthew Willis, M.D.: HealthTrust launched the 
program early in 2015 and it already includes 133 phy-
sician advisors (myself  included) across 24 special-
ties. These physicians provide advice and counsel to 
HealthTrust clinical advisory boards on relevant tech-
nology and product-related topics, as well as review 
and provide input on evidence-based toolkits devel-
oped by HealthTrust. They’re also engaged as thought 
leaders in their specialty and for best-practice sharing 
with members making the shift from fee-for-service 
to value-based payment models

The program actively solicits the feedback of  
physician advisors on clinical evidence reviews in 

product categories that have a significant impact on 
patient care, specifically physician preference items, 
such as stents and peripheral angioplasty balloons. 
This includes review of  new technologies as they 
come to market and are approved by the U.S. Food 
and Drug Administration.

I think it is enormously useful to bring together a di-
verse group of  physicians to discuss and evaluate prod-
ucts. We’re frequently on conference calls, sharing our 
opinions – which can vary by physician and geography. 

We’re accountable on multiple fronts; we have to support 
our clinical decision-making with HealthTrust, as well as 
to our peers. Our input gets incorporated into contracting 
decisions made by the GPO that can have ripple effects on 
many hundreds of  health systems nationwide, so it’s also 
very rewarding work.

JHC: Any final thoughts on the challenges and/
or opportunities associated with evaluating new 
medical technologies?
Matthew Willis, M.D.: As efforts to decrease costs in-
tensify, adoption of  any new medical technology will de-
pend on outcomes justifying the expense. Consequently, 
companies are going to be forced to lower their prices to 
stay competitive, and a number of  products are going to 
get squeezed out entirely. JHC

“ There is always a learning 
curve with a new device when 
operative times are longer 
and complication rates higher 
than you’d like them to be, but 
ideally, that learning curve is 
really, really quick.”
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Journal of Healthcare Contracting: Can you name two or 
three ways in which the process of evaluating new medi-
cal technology differs today from, say, 10 or 15 years ago? 
What accounts for those differences?
Tom Wessling, vice president contracting operations, 
Intalere: There is much more of  a focus on new technology 
today than there was 10 to 15 years ago. This focus has two com-
ponents. Ten to 15 years ago, facilities were looking to bring in 
new technology; bringing it in was much easier, mainly because 
of  the way reimbursements were handled. Facilities could “af-
ford” the latest and greatest. Companies offering new technol-
ogy went straight to the departments, bypassing sourcing, to get 
their products into facilities. Today, with reimbursement and se-
curity issues, new technology has a bit of  a harder time getting to 
clinicians. Also, sourcing is more involved in the process, which 
means the products may get more scrutiny than 10 to 15 years 
ago. To address this issue, most of  the major GPOs, including 
Intalere, have new technology shows that bring new technology 
to their facilities, and ask them for feedback. We also have mem-
ber input groups in several different contract categories, which 
can help us identify new needs or opportunities.

JHC: When your sourcing team hears a vendor (or end 
user, such as a physician or surgeon) call a new device or 
technology “innovative,” what should their expectations 
be of that device or technology?
Lori Pilla, vice president custom contracting and supply 
chain consulting, Intalere: That it actually performs some-
thing or results in something that NO OTHER product is al-
ready doing. True innovation is few and far between; sometimes 
the supplier might change the color of  the current product and 
call it new. To truly be an innovation, the product has to produce 

Innovation: When nothing 
else can do the job
Intalere’s take on new technology

Lori Pilla

Tom Wessling
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an outcome that has not previously occurred before or 
that no other supplier has provided to date.

JHC: Can a GPO do anything more than introduce 
its members to new technologies from early-
stage or startup medical device firms? In other 
words, can a national GPO sign agreements with 
companies such as these, which tend to be small?
Tom Wessling: We 
can add the products 
to our contract mix, 
but whether it takes 
off  is really up to the 
supplier. Many times, 
they don’t have “feet 
on the street” to mar-
ket it properly and they 
are hoping we can help 
with exposure; we do 
that, but it is difficult 
to provide a lot of  ad-
ditional support when 
all suppliers are vying 
for our attention. We 
have a show annually 
where we bring “New 
Technology” suppli-
ers in to a tradeshow 
where facilities can 
walk around and see 
the suppliers. Even if  
Intalere does not end 
up signing a deal, it does give facilities and suppliers an op-
portunity to see each other. It offers great exposure for the 
new tech firms.

JHC: What are the challenges in evaluating clini-
cal evidence about a newly introduced product/
device, which probably lacks a track record in the 
field? How should the provider (GPO, IDN, hospital, 
etc.) deal with those difficulties?

Lori Pilla: The best alternative is to identify a few key 
customers willing to undergo a beta test of  the product 
to get some feedback directly. The challenge we have is 
in most cases, the testimonials new suppliers bring in are 
from tests they have done themselves to show outcomes. 
While they are certainly valid, they do not hold as much 
weight as independent studies done by facilities.

JHC: To what extent can the healthcare provider 
hold the vendor accountable for the performance 
of a newly introduced device after it is in use in the 
healthcare facility?
Lori Pilla: Providers should be protected by general li-
ability and limited liability under the supplier, as well as 
whether it is [FDA-cleared]. If  it results in damages, the 
supplier would be sued. I don’t think they could come to 
market without meeting those requirements.

Tom Wessling: Unless the facility gets a written guaran-
tee of  outcomes of  savings on the product, there is not 
much they can do.

JHC: Does Intalere have a formal program – e.g., an 
expo, written reports, etc. – to expose members to 
new technologies that Intalere believes are truly in-
novative, and have a definite impact on patient out-
comes, staff efficiency, cost-effectiveness and/or pa-
tient satisfaction? If so, can you describe it?
Lori Pilla: We have a new technology show as part of  our 
member conference each year. We are able to see and ob-
serve all new technology products, and our members actu-
ally provide feedback on what/how the product will fare 
in the market, whether it is truly new technology or not, 
and if  it would be useful in the space it is designated for.

JHC: Any final thoughts on the challenges and/
or opportunities associated with evaluating new 
medical technologies?
Tom Wessling, Intalere: No real difficulty in evaluation, 
but hard for the supplier/provider to market if  they are a 
start-up with not much capital. JHC

“To truly be 
an innovation, 

the product 
has to produce 

an outcome 
that has not 
previously 
occurred 
before or 

that no other 
supplier has 

provided  
to date.”  

– Lori Pilla
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Journal of Healthcare Contracting: Can you name two 
or three ways in which the process of evaluating new 
medical technology differs today from, say, 10 or 15 
years ago? What accounts for those differences?
Michael J. Alkire, COO, Premier Inc.: An assessment 
team of  Premier members, Premier clinical staff  members 
and Premier Sourcing committees evaluate the documen-
tation, clinical evidence and all supporting information 
submitted by the supplier – including information from 
clinical studies, government sources and expert opinions 
– to conduct a thorough, 360-degree review of  product 
efficacy, safety and cost-effectiveness.

Products that offer a significant advantage in terms of  
safety, improved clinical outcomes, or operational efficien-
cies will be recommended to a Premier sourcing commit-
tee, which is 100 percent 
comprised of  member 
health systems. These 
members evaluate the evi-
dence and then determine 
which products to offer a 
contract award. 

One of  the main ways 
that the evaluation has 
evolved is through im-
proved access to clinical 
outcomes data. Premier 
has access to clinical, finan-
cial and operations data 
on approximately 40 per-
cent of  all U.S. discharges,  

giving us a more holistic look at total costs. Using this 
information, we can do more than just negotiate a lower 
price per unit; we can evaluate which products perform 
the best in terms of  patient outcomes, and help our 
members use the product correctly, thereby eliminating 
inefficiencies. As we like to say at Premier, the best price 
is to pay no price – to not use any supply or conduct any 
procedure that isn’t proven to improve outcomes and re-
duce total costs. 
We do this in a few key ways:

Data can help identify  
true innovation
Premier puts new technology through the paces

Michael J. Alkire

“The best price 
is to pay no 

price – to not 
use any supply 
or conduct any 
procedure that 

isn’t proven 
to improve 
outcomes  

and reduce 
total costs.” 
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•  Comparative effectiveness: Comparing the new 

technology with the current generation to deter-
mine the benefit specific to patient outcomes. One 
example of  this is the Partnership for Advancement 
of  Comparative Effectiveness Review (PACER), a 
comparative effectiveness initiative led by Premier. 
This group has brought together diverse health 
systems to collaborate on clinical evidence, price and 
usage data, as well as best practices when it comes 
to reducing physician preference items, with a focus 
not only on reducing costs within supply chain, but 
also improving care. 

•  Value analysis: A method to evaluate emerg-
ing technology to ensure that the addition of  the 
product and associated costs will result in enhanced 
patient outcomes.

•  Resource utilization: Use of  outcomes data to 
find ways to reduce waste across an enterprise by 
streamlining processes and providing tools to reduce 
unjustified variation throughout a healthcare system. 

JHC: When your sourcing team hears a vendor (or 
end user, such as a physician or surgeon) call a new 
device or technology “innovative,” what should 
their expectations be of that device or technology? 
Michael Alkire: Innovation can be broken down into 
two types: incremental innovation and radical innovation. I 
think both play an important role in medical advancements. 

Incremental innovations are small improvements 
on technologies or devices that already exist. These 
innovations typically help to make the product more 
efficient, more user-friendly or safer. An example is 
the MRI-compatible pacemaker. Pacemakers were first 
invented in the 1960s, but have seen a number of  in-
cremental innovations to improve their effectiveness. 
You can see how far the device has come today: Since 
many patients with cardiac rhythm management (CRM) 
devices have comorbidities, an evolved function allows 
patients with these implanted devices to easily conduct 
an MRI test without having to turn off  the CRM device 
for the procedure. 

Radical innovations, on the other hand, are completely 
new solutions to a problem that totally transform the play-
ing field and disrupt existing technology. The artificial pan-
creas is one example of  a radical innovation that has yet to 
hit the market, but could radically change the way providers 
treat diabetes. Since it automatically regulates blood glucose, 
it would also fundamentally change the way patients man-
age their condition and improve their quality of  life.

When our sourcing team hears “innovative,” we’re not 
taking it at face value. We need a product to demonstrate that 
it improves efficiency, increases safety, reduces harm, or im-
proves patient experience to consider it an innovation. The 
biggest difference between faux innovation and true innova-
tion is that the advancements of  true innovation – whether 
it’s an incremental improvement or a radical change – are 
measurable, and when evaluated by clinicians or end-users on 
our committees, are deemed to add real value.

JHC: Can a GPO do anything more than introduce 
its members to new technologies from early-stage 
or startup medical device firms? In other words, 
can a national GPO sign agreements with compa-
nies such as these, which tend to be small?
Michael Alkire: A GPO can definitely do more than just 
introduce its members to startup firms. Often, though, 
what a startup needs is product testing. Because startups 
often are stretched in terms of  resources and staffing, 
they may have an innovative technology, but lack access 
to test it in the real world, or face challenges in scaling 
the product. Because of  our work with more than 3,750 
diverse hospitals and health systems, and our integrated 
data platforms which track nearly 40 percent of  the na-
tion’s discharges, Premier has the ability to convene and 
facilitate pilot programs with interested members, while 
tracking patient outcomes.

We also act as an incubator and foster innovation. If  a 
startup product already has undergone initial testing and 
demonstrated substantial proof  of  concept, then Premier 
may invest in the company to help cross the threshold 
to the next stage, where the entrepreneur can scale their 
work with more of  our member health systems. 
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One recent example of  this is our investment in Blood-
Buy. Its blood management technology demonstrated suc-
cess in reducing waste of  blood purchasing units within 
several facilities. So, along with St. Joseph Health, we in-
vested in the company and offered the technology as a 
solution to our members in an effort to foster growth. 

These types of strategic investments help small, groundbreak-
ing companies grow to support our national membership and is 
a unique differentiator, as Premier is going above and beyond to 
facilitate innovation in the marketplace. And for technologies – like 
BloodBuy – that completely disrupt an existing market and offer 
a novel solution to a challenge healthcare leaders face in supply 
and cost management, that’s something we 
can’t pass up for our members. 

JHC:  What are the challenges in 
evaluating clinical evidence about 
a newly introduced product/de-
vice, which probably lacks a track 
record in the field? How should the 
provider (GPO, IDN, hospital, etc) 
deal with those difficulties?
Michael Alkire: I think that’s where the 
collaboration and expertise of  a GPO or 
company like Premier comes in. We have 
sourcing committees made up of  experts 
from our member health systems for each service line. When 
new products come for evaluation, those experts have vast 
knowledge of  what is already on the market in that catego-
ry or if  the product offers something truly new. That’s also 
where Premier can help facilitate pilots for manufacturers 
with products that need more testing or expert feedback. We 
can connect them with the appropriate people at our mem-
ber health systems to either help them with further testing, or 
delve a little deeper in the evaluation process to determine if  
it’s really a value-add to the greater Premier community.

JHC: To what extent can the healthcare provider 
hold the vendor accountable for the performance 
of a newly introduced device after it is in use in the 
healthcare facility? 

Michael Alkire: This is where risk-based contracting 
plays a role. In Premier’s view, supply chain performance 
doesn’t – and shouldn’t – stop at best pricing. We believe 
in a total cost-of-care approach that takes into account 
product efficacy and its ability to improve patient out-
comes – twin goals that are now essential to providers as 
they face both reimbursement cuts and payment penalties 
for less than ideal quality outcomes.  

Health systems want to align with the vendors they 
work with to improve quality and costs – showing there’s 
a net economic return in terms of  creating healthier pa-
tients to justify the price point. 

Similar to the value-based shift taking place across oth-
er segments of  healthcare, many providers are asking their 
suppliers to share the risk and demonstrate their product’s 
ability to improve patient outcomes. Even after a product 
is in use at a facility, if  it fails to demonstrate the outcomes 
that were touted, then the supplier is at-risk. 

Providers have been at the center of  this conversation 
with manufacturers because they manage the care delivery 
and optimize risk, and they have implemented the infra-
structure to get key data on outcomes. Premier has been 
facilitating conversations between providers and suppliers 
in this next chapter of  value-based care.

This is where healthcare is going; all parties need to 
recognize this and jump on the wagon. In the new health-
care economy, value is the currency. Many of  Premier’s 

“ Health systems want to align 
with the vendors they work 
with to improve quality and 
costs – showing there’s a net 
economic return in terms of 
creating healthier patients to 
justify the price point.”
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members crave these partnerships, because they’re already 
participating in a payment environment, like bundles and 
alternative payment models, that is conducive for them to 
succeed within these arrangements of  shared risk. In a re-
cent Premier survey, 86 percent of  C-suite respondents 
are exploring value-based contracting partnerships (Pre-
mier’s spring 2016 Economic Outlook survey). 

In the modern world, we need evidence for the value 
of  each and every feature included 
in any device, and justifiable pricing 
by showing a demonstrable return 
on investment in the form of  better 
quality and lower costs.

JHC: In June, Premier hosted its 
Innovation Celebration, which 
featured more than a dozen next-
generation medical innovations, 
including advancements in lung 
and breast cancer screening, neo-
natal and scoliosis imaging, tissue 
management and perinatal heart 
rate monitoring. How have your 
criteria for inclusion in the Inno-
vation Celebration changed over 
the years? 
Michael Alkire: This year marked 
Premier’s 8th annual Innovation Cel-
ebration held at our Breakthroughs 
Conference. To attract a wide array 
of  ideas and inventions, we have al-
ways kept inclusion criteria broad 
to ensure diversity in the technologies we evaluate. The 
essential criteria is that the product must meet an unmet 
need in the market. 

However, because of  the proliferation of  technology 
advancements, wearables and big data applications, we’re 
naturally seeing different types of  products through the 
application process, and we expect that to continue. This 
year we launched our Innovation Engine, which arms in-
ventors with the tools, resources and support they need 

to discover the next big breakthrough, scale it across the 
industry and transform the world.

We’re not your traditional GPO, and we pride ourselves 
on evolving to meet the needs of  providers as the health-
care landscape shifts. With these new demands on hospi-
tals and health systems, Premier embraces new technology 
to help our members raise the bar on quality of  care and 
reducing costs. We want to ensure startups understand 

how Premier can be a great partner 
in the testing and scaling process of  
their medical technologies. 

For instance, the next wearable 
that can trigger treatment reminders 
to a patient has an application for 
our health systems and providers in 
managing medication or treatment 
adherence – a well-known issue 
which significantly affects patient 
outcomes and healthcare spending. 
We’ve found our health systems are 
being challenged in new ways to 
perform in this value-based environ-
ment, and they are ready and willing 
to embrace new ways of  meeting 
those challenges.

JHC: Any final thoughts on the 
challenges and/or opportunities 
associated with evaluating new 
medical technologies?
Michael Alkire: One big oppor-
tunity is the possibility to integrate 

healthcare components in technologies created for 
non-healthcare applications. There are hundreds of  
new technologies that are intended for different indus-
tries, but could have utility for patients or members. 
Amazon Echo or Google Home could be used to push 
patient health reminders. A challenge is getting access 
to those products or technologies when the team mar-
keting them is not focused on healthcare. But the op-
portunity is huge. JHC

“The artificial 
pancreas is 

one example 
of a radical 
innovation 
that has yet 

to hit the 
market, but 

could radically 
change the 

way providers 
treat 

diabetes.”
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Journal of Healthcare Contracting: Can you name two 
or three ways in which the process of evaluating new 
medical technology differs today from, say, 10 or 15 
years ago? What accounts for those differences?
Debbie Archer, procurement director, innovative 
technology, Vizient: Hospitals are more openly tout-
ing their use of  technologies as a competitive advantage. 
This has fueled a quest for increased understanding of  
which technologies are likely to improve patient out-
comes and are worth the conversion investment. For the 

Vizient Innovative Technology program, this has led to 
an increase in demand for technology reviews and an 
increase in the complexity of  the products being con-
sidered. It has also caused us to expand the scope of  
the products being assessed and the expertise needed to 
complete the reviews.

As an example, our program now considers emerg-
ing solutions in the information technology and services 
areas. To accommodate this expansion, we have added 
member councils for information technology, operational 
services and pediatrics. Additionally, five years ago we be-
gan hosting the annual Innovative Technology Exchange 
(formerly called Expo) to give more provider visibility to 
the latest technologies and allow for broader feedback to 
the review process.

JHC: When your sourcing team hears a vendor (or 
end user, such as a physician or surgeon) call a new 
device or technology “innovative,” what should 
their expectations be of that device or technology?
Debbie Archer: For Vizient and our councils, an innova-
tive medical technology should incrementally impact either 

clinical care or the hospital care model in 
a unique and positive way. If  it can assure 
consistently better outcomes at the same 
time it is offering cost savings and a re-
duced sustainability footprint, it is even 
more likely to succeed.

JHC: Can a GPO do anything more 
than introduce its members to new 

technologies from early-stage or startup medical de-
vice firms? In other words, can a national GPO sign 
agreements with companies such as these, which 
tend to be small?
Debbie Archer: At Vizient, the size of  the vendor 
is not a consideration in the contracting process. In 
fact, the Innovative Technology program was designed 
originally with small medical device inventors in mind. 
In addition to providing visibility to items determined 
to be innovative, Vizient also offers those vendors an 

A broader view  
of innovation
Vizient and new technology

Debbie Archer
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Innovative Technology contract to assist with moving 
their technology to market. This contract will assure 
hospitals protective legal terms and best national pric-
ing for the latest technologies

JHC: What are the challenges in evaluating clini-
cal evidence about a newly introduced product/
device, which probably lacks a track record in the 
field? How should the provider (GPO, IDN, hospital, 
etc) deal with those difficulties?
Debbie Archer: We review the data provided by the sup-
plier and will often counsel them if  they need to pause and 
accumulate more trial data prior to seeking a Vizient con-
tract. The timing is important because they want to bring 
their product for review while it is able to demonstrate 
unique properties. But coming too soon, when they have 
not also validated their improved outcomes, can cause 
them to fail in gaining a contract. At the IDN or hospital 
level, the product would almost certainly be evaluated or 
trialed by their value analysis committee.

JHC: To what extent can the healthcare provider 
hold the vendor accountable for the performance 
of a newly introduced device after it is in use in the 
healthcare facility?
Debbie Archer: Typically, providers rely on third party 
clinical trials, FDA approval processes, and their own eval-
uations prior to making a purchase decision on a relatively 
new product. If  the product does not live up to their ex-
pectations, the facility will cease to purchase the product 
and move to a more effective solution.

JHC: In September, Vizient sponsored its first-
ever Clinical Connections Summit, which in-
cluded your “Innovation Challenge” event. The 
Summit also featured an “Innovative Technology 
Exchange,” where members could view technolo-
gies and provide feedback to developers. How 
does this approach differ – if at all – from Vizient’s 
traditional attempts to expose members to new 
medical technologies?

Debbie Archer: Vizient’s 
legacy companies were 
extremely successful at 
exposing members to 
new technology. No-
vation and MedAssets 
each held annual in-
novative technology 
events, and University 
HealthSystem Consor-
tium held a “start-up” 
challenge as part of their 
annual member confer-
ence to highlight new 
technology companies. 
What we have done 
with our first Fall Clini-
cal Connections Summit 
as a combined organiza-
tion is to include the 

Innovation Technology Exchange [where 170 emerging tech-
nology solutions were to be showcased] and the new In-
novation Challenge with the annual clinical education event 
for members. We believe this format will create a number 
of  learning opportunities specifically designed with clini-
cians in mind. For the Exchange in particular, the format 
offers a learning playground that supplements classroom 
style continuing education as well as member-to-member, 
member-to-supplier and member-to-staff  connections.

JHC: Any final thoughts on the challenges and/
or opportunities associated with evaluating new 
medical technologies?
Debbie Archer: There is a need for trailblazers in health-
care – on both the supplier and provider sides of  the busi-
ness. However, innovators will serve the medical commu-
nity more fully if  they collaborate closely and focus on 
bringing products to market that address identified prob-
lems. So often we see the reverse: Someone has an idea, 
develops a product, then tries to establish a need in the 
hospital for the product. JHC

“This has 
fueled a quest 
for increased 

understanding 
of which 

technologies 
are likely 

to improve 
patient 

outcomes and 
are worth the 

conversion 
investment.”



ANNUAL CONFERENCE

Thinking ahead? Better be thinking in terms of value, outcomes and 
bundled payments, because that’s what your administrators are thinking about. 
That was a consistent message from supply chain speakers at the Association of  
National Account Executives annual conference this summer in Nashville. ANAE 
is an organization focused on professional development for corporate and national 
accounts executives calling on group purchasing organizations, regional purchasing 
organizations, IDNs, individual hospitals and other provider organizations.

Clinically integrated supply chain
Michael Schlosser, MD, MBA, FAANS, chief  medical officer, HealthTrust, de-
fined a clinically integrated supply chain as one that defines the value of  a de-
vice or drug in terms of  the Triple Aim – improved population health, better 
patient experience, and lower cost per capita. 

“A clinically integrated supply chain 
incorporates all appropriate hospital 
parties into its processes,” said Schlosser. 
“It takes into consideration the roles of  
executive leaders, physicians, clinicians, 
finance, and clinical outcomes to deliver 
high quality, cost-conscious products 
and services that improve patient out-
comes within an organization.” In such 
a situation, sourcing decisions are linked 
to product performance and value. 

Of course, it calls for a culture change, 
one of collaboration among purchasers 
of products, decision-makers and manufacturers; and a demand for clinical evidence, 
including investment in data systems to study real-world outcomes.

HealthTrust’s Physician Advisors program engages more than 100 practic-
ing physicians from 14 IDNs and 19 subspecialties in national contracting deci-
sions, he added.

Supply chain transformation
Adventist Health System is focusing on clinical and operational transformations that 
will facilitate a change from today’s pay-for-volume payment structure to the emerging 
pay-for-value reimbursement systems, said Celeste West, vice president of supply chain. 

In order to do that, the supply chain must 
itself  be transformed.

That transformed supply chain will 
feature a unified, systemwide approach 
to supply chain decisions around sup-
plies, pharmaceuticals and purchased 
services; standardized ERP technology 
and processes; centralization of procure-
ment-to-payment; and more, she said. 

The Adventist supply chain team pur-
sues three goals, added West:

•  Contract and sourcing decisions made 
at the system level based on data, cost, 
and literature rather than preference 

•  Physician engagement in the de-
cision-making process pertaining 
to clinical contracting categories 

•  Contract decisions that are bind-
ing on all hospitals, and monitor-
ing of  compliance to contracts.

The cost drivers
Medicare continues to move toward 
alternative payment models, which link 
financial incentives to providers’ perfor-
mance on a set of  defined measures, ex-
plained Teresa Dail, RN, BSN, CMRP, 
chief  supply chain officer for Vanderbilt 
University Medical Center. As Medicare 
and other payers do so, suppliers must 
change their approach to their provider 
customers, she said. They must:

•  Be willing to work across divi-
sions within the supplier’s own 
corporate structure

•  Be willing to explore at-risk 
contracts with metrics that are 
easily measurable

•  Be willing to explore ways to re-
duce SG&A in partnership with 
provider organizations to further 
enhance the value proposition

Focal Points
Supply chain leaders delve into key trends at the  
ANAE annual conference

“A clinically integrated 
supply chain incorporates all 
appropriate hospital parties 

into its processes. It takes into 
consideration the roles of 

executive leaders, physicians, 
clinicians, finance, and 

clinical outcomes to deliver 
high quality, cost-conscious 
products and services that 
improve patient outcomes 

within an organization.” 
– Michael Schlosser, MD, MBA, FAANS, 

chief medical officer, HealthTrust
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Graham Medical is the leading manufacturer of  disposable 
paper and nonwoven medical products. Located in Green Bay, 
Wisconsin, Graham Medical has experience in paper dating 
back to 1894 and is the only vertically integrated supplier in the 
market. Graham Medical has been converting paper for the 
medical industry for over 40 years and has complete control 
over the supply chain process, from paper to finished product. 
Graham Medical is a reliable partner for healthcare systems 
and continues to create solutions that reduce cost and com-
plexity without compromising quality. Single-use products help 
minimize cross-contamination, promote faster room turnover, 
and reduce the overall waste and cost of  re-laundering services. 
Graham Medical uses recycled materials in the manufacturing 
process, and all paper-based products are biodegradable and 
decomposable. To receive more information on how Graham 
Medical can help improve your healthcare services, visit gra-
hammedical.com or call 1-800-558-6765. 

McKesson Medical-Surgical is a medical supply dis-
tribution and services company committed to the health 
of  alternate site care. McKesson Medical-Surgical works 
with health systems, physician offices, surgery center, ex-
tended care providers, in-home patients, labs, payers and 
others across the spectrum of  care and offers a full range 
of  more than 250,000 medical-surgical, pharmaceutical, 
office and lab supplies to meet the unique needs of  your 
non-acute sites of  care. 

McKesson Medical-Surgical helps its customers im-
prove their financial, operational, and clinical performance 
with solutions that include pharmaceutical and medical-
surgical supply management, healthcare information tech-
nology, and business and clinical services. For more infor-
mation, visit mms.mckesson.com/health-systems.

At Mead Johnson, the health and development of  infants 
and children is our sole concern. We are the only global 
company focused primarily on infant and child nutrition. 
That singular devotion has made our flagship “Enfa” line 
a leading infant nutrition brand in the world. Today, Mead 
Johnson develops and markets safe, high quality, innova-
tive products that help meet the nutritional needs of  in-
fants and children. With more than 70 products in over 50 
countries, our portfolio of  brands represents specialized 
products parents have trusted for more than a century to 
encourage healthy growth, support brain development and 
address common feeding issues. Mead Johnson’s research 
and development team connects a virtual, global network 
of  leading scientific experts, research initiatives and data 
sources. Our work allows us to pursue cutting-edge re-
search and then efficiently and effectively transfer innova-
tion into products containing the highest-quality ingredi-
ents. This rich heritage of  innovation has earned us the 
trust of  parents and healthcare professionals.

Premier Inc. (NASDAQ: PINC) is a leading healthcare 
improvement company, uniting an alliance of  approxi-
mately 3,600 U.S. hospitals and 120,000 other providers. 
With integrated data and analytics, collaboratives, supply 
chain solutions, and advisory and other services, Pre-
mier enables better care and outcomes at a lower cost. 
Premier, a Malcolm Baldrige National Quality Award re-
cipient, plays a critical role in the rapidly evolving health-
care industry, collaborating with members to co-develop 
long-term innovations that reinvent and improve the way 
care is delivered to patients nationwide. Headquartered 
in Charlotte, N.C., Premier is passionate about trans-
forming American healthcare.

®

®

ANAE Sponsors
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•  Be willing to recognize that the traditional model to sell and 
serve may not be sustainable

• Be willing to sign contracts that extend across all classes of  trade
•  Be willing to recognize that health organizations are willing to pay 

for value in technology that will directly impact patient satisfac-
tion, outcomes and quality metrics

•  Be willing to recognize that the pressure to lower the “base” of  
cost will continue from many, but offering solutions for total cost 
will be welcomed by more engaged providers

Winning in the bundled-payment game
In the world of  bundled payment, quality matters, said Bill Kellar, CEO of  
Parallon Business Solutions. Providers need to monitor clinical and service 
performance metrics as they impact financial performance. What’s more, 
they need to adopt a different mindset, one in which “episode of  care” 
extends beyond the patient’s hospital stay. 

When it comes to orthopedic bundled payment programs, providers must:
• Focus on reduction in unnecessary variation in implant utilization
• Implement demand matching
• Improve OR efficiency
• Relate implant choices to clinically meaningful outcomes

The value analyst speaks
Value analysis professionals are healthcare’s “interpreter,” said Wan-
da Lane, RN, MaED, CVAHP, Regional One Health. They must ad-
dress a lot of  issues, including patient satisfaction, clinical preference, 
lean supply chain, increasing costs, decreasing reimbursement and 
increasing accountability.

To be successful in working with value analysis, suppliers should keep 
this acronym in mind: IDEALISM:

• Identify key people, perceived needs
• Develop information grid, relationships, plan
• Educate yourself. Know the facility and the people
• Ask about processes, goals, perceptions, etc. 
•  Leverage: Contracts, data (e.g., long-term evaluations)
•  Invest: Learn what you don’t know, meet everyone possible, 

invest in evaluations.
•  Solutions: Bring solutions; be available; prepare the provider 

for challenges they may not see. Don’t share a problem without 
bringing a solution

•  Meet (or exceed) expectations. Deliver what 
you promised, and follow up to track results

Rx issues
In other sessions:
•  The ANAE conference featured a panel discus-

sion on “Current pharmacy issues facing health 
systems/IDNs and hospitals today,” with Trina 
Kaylor, assistant vice president of pharmacy opera-
tions and expense management, HCA/Health-
Trust/Parallon; and Joel Meckley, vice president of  
supply chain, Geisinger Health System. Moderating 
was national accounts expert Fred Pane. Kaylor 
also presented “Developing a pharmacy strategy 
for a clinically integrated supply chain.”

•  Joel Meckley presented insights into 
Geisinger’s “Care Support Services: An 
integrated delivery network approach.”

•  Michael Louviere presented the “Ochsner 
Supply Chain Strategic Plan 2017-20.” In a 
nutshell, supply chain’s mission is: “To provide 
affordable medical care for patients while im-
proving quality outcomes by creating innova-
tive vendor partnerships and providing quality 
products at the best cost.”

•  Professor R. Lawrence Van Horn, PhD, 
Owen Graduate School of  Management, 
Vanderbilt University, gave a presentation on 
“The changing nature of  U.S. healthcare deliv-
ery and financing.” If  U.S. healthcare has failed, 
it has done so in two ways, he said: First, the 
majority of  medical care doesn’t create value, 
and second, much of  the treatment delivered 
will never address a patient’s condition. Pay-
ing for healthcare is increasingly difficult for 
American consumers. The market will reward 
solutions that a typical household can afford 
and value, and a supply chain that solves pro-
viders’ problems will enjoy an advantage.

•  Philip Hampton, Lovelace Health System, 
traced the history of  bundled payments 
from 1984 to today … and tomorrow. JHC

To learn more about ANAE, go to www.nationalaccountexecutives.com
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HEALTHTRUST UNIVERSITY 
CONFERENCE

More than 2,000 HealthTrust members, staff and speakers, and 1,600 
suppliers converged in San Antonio for the 2016 HealthTrust University (HTU) 
Conference and Vendor Fair. The event, held Aug. 29-31 at the Henry B. Gon-
zalez Convention Center, was hosted by HealthTrust President and CEO Ed 
Jones and featured subject matter experts, keynote speakers, education sessions 
eligible for continuing education (CE) credits, a vendor fair with over 350 ex-
hibitors and entertainment including a rodeo and music by the Eli Young Band, 
“Kingfish” Ingram and Jeffrey Steele.  

The conference theme, “Making History,” was a celebra-
tion of  the membership’s growth, the company’s physician-
aligned approach to creating value, expansion of  the inSight 
Advisory consulting service line, innovative solutions around 
clinical integration involving analytics and patient registries, 
and the value generated by a portfolio refresh made possible 
through the company’s committed model and scale. 

Jones shared his perspective on the state of  the industry 
and updated attendees on progress around key initiatives and 
milestones including growth, total spend management and 
physician engagement. “It has been a tremendous year and I’m 
particularly proud of  our advancements in clinical integration, 
the depth of  our client and member relationships, and the cali-
ber of  our team,” Jones remarked to attendees. “Our model 
has withstood the test of  time and we are delivering on cost, 
quality and outcomes.” 

Keynote speakers were General Stan McChrystal, former 
commander of U.S. and international forces in Afghanistan, 
who spoke about leadership, building teams and achieving re-
sults. Frank Luntz, author and polling expert, shared his perspec-
tive about the political landscape for 2016 and how he believes 
it will impact healthcare. Luntz has been featured on numerous 
media outlets and has worked with Fortune 100 companies us-
ing his “Instant Response” focus group technique.   

The three-day conference included more than 50 educa-
tion and information sessions. Most sessions provided CE 
credits from one or more accrediting bodies such as AH-
RMM for supply chain professionals, ACHE for healthcare 
executives, ACPE for pharmacy and ANCC for nursing. 
Topics included best practices for implantable device man-
agement, engaging physician leaders, managing drug short-
ages, CJR and bundled payments, and the importance of  
supply chain in rural and independent hospitals.

Member Recognition Awards
Each year, HealthTrust uses the conference as a platform to 
recognize distinguished accomplishments across its mem-
bership. Honorees have demonstrated innovation, energy 
and passion to drive excellence in their respective categories. 
“They’ve had to think big, challenge the status quo, build 
trust and consensus with key stakeholders, and together de-
velop innovative solutions, incentives, and accountability,” 
said Barbara Carlson, vice president of  member services.

HealthTrust’s ‘Making 
History’ Conference 
Saddles Up in San Antonio

HealthTrust President and CEO Ed Jones

Vendor Fair
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HEALTHTRUST UNIVERSITY 
CONFERENCE

 2016 Outstanding Member Award
Community Hospital Corporation’s – CHC Supply Trust Team. Receiving 
the award were Tony Ybarra, Nick Burgess, Shontá Hunt, Jim Wall and 
Robert Michel. Also recognized was Mike Williams, CHC founding presi-
dent and CEO, who recently announced his retirement. “I don’t know of  
anyone with greater personal integrity and ability to inspire others,” Doug 
Swanson, senior vice president of  sales and marketing, told attendees. 
“Mike is a champion for community hospitals and will be missed.”

Social Stewardship Award
Hospital Sisters Health System. Rick Beckler, director of  development, 
accepted the award on behalf  of  the “Reverence for the Earth” sus-
tainability team. 

Clinical Excellence Award
Jeffrey Bush and Betty Davis of  the HCA West Florida Division Nutri-
tion Support Team were recognized for their team’s focus on quality 
patient care and driving supply cost savings.   

Operational Excellence Award
The Supply Chain Performance Improvement Team at Ardent Health 
Services. Receiving awards were Tom Chickerella, Dawn Matthews, Bob 
Koch, Phil Hampton and Roland Plude for revamping their supply chain 
structure to improve efficiencies, control compliance and drive savings.  

Gita Wasan Patel Pharmacy Excellence Award
Dr. Gerard Gawrys of  Methodist Hospital, San Antonio was recog-
nized for implementing a stewardship program that lowered the use of  
broad spectrum agents throughout the Methodist Healthcare System. 

Outstanding Supplier of the Year 
Medline Industries, Inc. was named Out-
standing Supplier of  the Year. Accepting 
the award for Medline were Dan Johnson, 
Jeff  Fair, Joe Riggio and Dan Johns. Medline 
was recognized by members for excellence in 
both the med/surg category and distribution 
and for constructing contracts that are easy 
for members to use. 

Innovation Grant
For establishing its “Life Skills Gym,” to 
help total joint replacement patients prac-
tice typical activities in preparation for 
discharge to home, University of  Miami 
Health Care and its Comprehensive Joint 
Replacement Team was named recipient of  
the 2016 Innovation Grant. Victor Hernan-
dez, Michaela Schneiderbauer, Ray Robin-
son, Sandra Myint and Cathy Rosenberg ac-
cepted the grant. The award, which includes 
a $25,000 grant plus $25,000 in HealthTrust 
service line support, is given each year to 
sponsor and reward new, scalable ideas for 
advancing healthcare by improving care de-
livery, health outcomes, cost savings, opera-
tional efficiency or population health.

Making history
In closing the conference, CEO Jones 
thanked attendees for a productive three 
days and reflected on the power of  the col-
lective and the history being made by mem-
bers. “HealthTrust and our unique mem-
bership model are successful because we all 
share a common denominator of  serving 
others. The alignment of  purpose and our 
commitment to your operating agendas are 
why we are making history.”   

HTU will move its conference and vendor 
fair to Las Vegas in 2017. Next year’s event 
will be held at the Mandalay Bay Resort and 
Casino July 17-19. JHC

Operational Excellence Award Supply Chain Performance Team at Ardent 
Health Services (L to R: Doug Swanson, HealthTrust; Tom Chickerella, VP of Sup-
ply Chain; Dawn Matthews, Clinical Resource Director; Bob Koch, VP of Supply 
Chain – Tulsa; Phil Hampton, VP of Supply Chain – Albuquerque; Roland Plude, 
VP of Supply Chain – Amarillo; Rich Philbrick and Ed Jones, HealthTrust)
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BRINGING OUT 
THE TED IN YOU 

Editor’s note: Whether presenting a potential product conversion to hospital staff, or 
highlighting your department’s performance to administration, the quality of  the presentation 
matters just as much as the content. Chris Anderson, president of  TED – the nonprofit 
organization dedicated to spreading innovative ideas, and sponsor of  worldwide TED confer-
ences – recently published the book Ted Talks: The Official TED Guide to Public Speaking. 
In this continuing series, we offer some of  Anderson’s main ideas to help make your next 
presentation an effective one.

They say that people are more afraid of public speaking than they 
are of  dying. But with TED president Chris Anderson’s tools for public 
speaking, we may once again be able to fear death more than public speaking, 
and even learn to give a successful talk, whether presenting to clinicians or 
hospital administrators.

Here are what Anderson refers to as “ugly talk styles”: styles to steer clear 
of  so that speakers can best benefit their audiences.

Number one: The sales pitch
“The key principle is to remember 
that the speaker’s job is to give to the 
audience, not take from them,” says 
Anderson. He recounts an instance 
at a TED conference when his guest 
began by telling the audience of  a 
series of  businesses that found suc-
cess because of  an action they took. 
That action? “They had all booked 
his consultancy services.”

Reputation matters: “You want 
to build a reputation as a generous 
person, bringing something wonder-
ful to your audiences, not as a tedious 
self-promoter.” Furthermore, as he 
notes, that sort of  obvious plea for 
business often results in the opposite 
of  what the speaker hopes for.

Even when selling the merits of  a 
contract is a key part of  the presenta-
tion, “your goal should be to give,” 
says Anderson. The most successful 
salespeople place themselves in their 
listeners’ shoes and “imagine how to 
best serve their needs.”

Number two: The ramble
At the first TED conference Anderson 
organized, one speaker began his talk 
by saying, “‘As I was driving down here 
wondering what to say to you…’ There 
followed an unfocused list of  observa-
tions about possible futures …. But no 
one really learned anything.”

Not preparing is one thing, but “to 
boast” about not preparing is insult-
ing to the audience. “[I]f  800 people 
are planning to devote 15 minutes 
of  their day to your words, you re-
ally can’t just wing it.” No matter how 
much or little time a manager has with 
their audience – and no matter how 

By David Thill

Talkin’ Ugly
Your presentation is less about your agenda  
than it is about serving your audience.
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BRINGING OUT 
THE TED IN YOU 

big or small that audience is – the task is to use that time as 
well as possible. “Rambling is not an option.

“As it turned out,” he continues, “this particular ram-
bling speaker did give TED a gift of  sorts. From that talk 
on, we redoubled our efforts on speaker preparation.”

(In fact, the book contains an entire section devoted 
to the preparation process. That process will be covered 
in a future segment, but in the meantime, here’s a preview: 
“Every word you speak that someone has already seen on 
a [PowerPoint] slide is a word that carries zero punch. It’s 
not news anymore.”)

Number three: The org bore
“An organization is fascinating to those who work for 
it – and deeply boring to almost everyone else,” says 
Anderson. No matter the structure of  the company, 
“the fabulously photogenic quality of  the astonish-
ingly talented team working with you,” or the success 
of  your products, the point, once again, is to give and 
not take.

“[F]ocus on the nature of  the work that you’re doing, 
and the power of  the ideas that infuse it, not on the org 
itself  or its products,” advises Anderson.

He provides two examples of  a hypothetical speaker from 
which to learn:

 Example A: “Back in 2005, we set up a new depart-
ment in Dallas in this office building [slide of  glass 
tower here], and its goal was to investigate how we 
could slash our energy costs, so I allocated Vice Presi-
dent Hank Boreham to the task…”

 Example B: “Back in 2005 we discovered something 
surprising. It turns out that it’s possible for an average 
office to slash its energy costs by 60 percent without 
any noticeable loss of  productivity. Let me share with 
you how…”

“One mode is a gift,” says Anderson. “The other is 
lazily self-serving.”

Number four: The inspiration performance
While this one may be less of  a threat in supply chain 
management, it is worth noting. “The intense appeal of  
the standing ovation can lead aspiring public speakers to 
do bad things. They may look at talks given by inspira-
tional speakers and seek to copy them…but in form only. 
The result can be awful.”

At the heart of  this trap is what Anderson describes 
as a cliché the TED team tries so hard to avoid: “All style, 
very little substance.”

“Inspiration can’t be performed. It’s an audience re-
sponse to authenticity, courage, selfless work, and genuine 
wisdom. Bring those qualities to your talk, and you may be 
amazed at what happens.”

It’s probably easier to pinpoint why a talk doesn’t work 
than to pinpoint why it does. But Anderson maintains 
that the trick is for each individual to find what works 
for them, and always, most importantly, to have passion 
about the idea they want to convey. He offers several tips 
and tools. Journal of  Healthcare Contracting readers can learn 
about these tools in upcoming issues, or pick up a copy of  
Anderson’s book to go even more in depth. JHC

David Thill is a contributing editor for Journal of Healthcare Contracting.

“The key principle is to remember 
that the speaker’s job is to give to 
the audience, not take from them.”

October 2016 | The Journal of Healthcare Contracting4242



•  Joe Colonna | Vice President of  
Supply Chain | Piedmont Healthcare 

•  Michael Louviere | System VP  
Supply Chain | Ochsner Health System

•  Michael Georgulis | Vice President,  
Strategic Sourcing | SharedClarity

•  GS1 US | Senior Director, Industry Engagement, 
Medical Devices | Beth Gibson

•  Vizient | Executive VP, Sourcing  
Operations | Pete Allen

• Intalere | President and CEO | Brent Johnson
•  Ochsner Health System | Michael Louviere, 

VP Supply Chain
•  Texas Health Resources | Nate Mickish, 

Senior Director, Supply Chain
•  BJC Healthcare | Nancy LeMaster,  

VP Supply Chain Operations

•  UAB Health System | Bob Taylor,  
AVP Supply Chain 

•  Vanderbilt University Medical Center | 
Teresa Dail, Chief Supply Chain Officer

•  GNYHA Services & Nexera Inc. | Jeff 
Ashkenase, SVP

•  Community Hospital Corporation | Mike Williams, 
President & CEO

•  Baptist Health South Florida | Frank Fernandez, 
asst. VP Supply Chain Services

•  Novant Health | Mark Welch, VP,  
Supply Chain and Strategic Sourcing

• John Strong, LLC | John Strong, Principle
•  University of Chicago Medicine | Eric Tritch, 

Director of Strategic Sourcing
• And more!

For questions regarding ANAE membership or event registration, contact  
Anna McCormick at amccormick@mdsi.org, or by phone at 770-263-5280.

As a member of ANAE, you will receive:
•  Attendance to the ANAE Supply Chain Leaders Learning Series - a monthly interactive webinar 

with a supply chain leader
• Access to recordings of previous Supply Chain Leader Series webinars
•  Our online library of content including industry training, and topic specific blog posts created 

explicitly for National Accounts Executives
• Discounts to MDSI industry meetings
• Community of other National Account Executives
• Attendance to 2016 ANAE Regional Meetings

•  These meetings feature a supply chain leader speaking about his or her organization, 
as well as a provider and supplier talking about collaboration to drive contract 
success. There will also be networking opportunities! 

Previous ANAE Supply Chain Leader Series Call Recordings

Membership Benefits



CONSIGNMENT
By James N. Phillips Jr., DBA, PMP, CFCM, NCMA Fellow

Consider this scenario: Dr. Jones, a neurosurgeon, is planning to per-
form a treatment of  a brain aneurysm in the interventional radiology suite. She 
knows the outcome she intends, but not the particular items she will need, i.e., 
catheter, stent, coil, guide wire, etc. What does she do?  

Consignment is not a new method. In fact Dr. Dean S. Ammer, arguably a 
father of  the healthcare supply chain, stated in his 1983 book Purchasing and Ma-
terials Management for Healthcare Institutions, “This (consignment purchasing) has 
been common practice for extremely high-priced, high profit margin products 
such as pacemakers.”

Ammer goes on to say, “With consignment buying, the hospital takes physi-
cal possession of  the inventory but does not legally buy it until the material is 
actually distributed to the nursing station.”

For this article, I will use the terms “consignment agreement” and “consign-
ment purchasing” synonymously; however, in actuality, consignment purchas-
ing refers to the method of  purchasing and consignment agreement refers to 

the agreement between the vendor 
and the medical facility that makes 
consignment purchasing possible. 

Traditionally, the practice was to 
requisition all items from the supply 
system so that all would be on hand 
if  needed. This meant that the sup-
ply system had to maintain a stock 
of  these items in the varying sizes, 
shapes, lengths, thicknesses, etc., to 
meet the most likely conditions of  
the operations. But there is a price for 
acquisition and storage of  the items. 
Additionally, there is the additional 
burden of  inventory and rotation of  
stock that will expire. The cost of  
maintaining stock is expensive when 
considering all potential items that 
may be reasonably considered.

A lean principle
Consignment is a just-in-time (JIT) 
system in which the medical facility 
retains specific stock items to meet its 
immediate need without incurring the 
cost of  purchase UNTIL the stock is 
consumed. The aforementioned neu-
rosurgeon could have the diversity of  
options available without incurring 
the cost caused by waste – certainly a 
LEAN principle. As Ammer said, “The 
case investment a hospital must make 
in inventory is also being increasing re-
duced by consignment purchasing.”

The positive elements (for the medical 
facility) of  consignment agreements are:

• JIT access of  items.
• Reduced inventory costs.
• Reduced impact on budget.
•  Reduced impact on patient 

costs (as the cost of  waste is 
passed to patient).

A Time and a Place
It may not be for everyone, but consignment 
purchasing has made a difference for some
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The negative elements (for the medical facility) of  
consignment agreements are:

• Secure storage space.
•  Risk related to protection of  consigned 

items, i.e., lost, damaged, stolen, etc.
•  Management of  consigned items (that 

is, establishing initial consignment, 
inventory and payment, and changes to 
initial consignment levels and items; as 
well as what supply management system 
will be used to manage the inventory 
levels and use.)

•  The fact that consigned items not 
only add the burden of  oversight and 
management of  the inventory, but also 
of  the consignment agreement and any 
related agreement for replenishment of  
stock from a particular vendor. 

•  The fact that multiple vendors require 
multiple consignment agreements, each 
of  which must be managed separately, 
with its respective inventory separated 
from other vendors’ consigned items.

Things to consider
When entering a consignment agreement 
the medical facility needs to consider the 
following questions,

• Where will the stock be maintained?
•  How will the stock be secured  

and protected?
•  What are the stock items and  

inventory levels?
•  When does title (ownership)  

transfer to the facility?
•  Who will manage the inventory, and 

how (e.g., electronically in the facilities 
supply system, clipboard and paper)?

•  When will stock be rotated?
•  When will it be billed for consumed stock – weekly, monthly, quarterly?
•  What level of  access will the vendor representative have to spot 

check stock levels?
•  When and how often should stock levels and diversity be re-

viewed to ensure optimum usage and stock mix?
•  How will the records be maintained on implantable stock items, 

i.e., stents, pacemakers, hips, etc., to ensure proper tracking and 
tracing of  devices? 

•  How will the records be maintained on medical consumables, 
such as catheters? 

Caution
While consignment agreements offer great flexibility, supply chain 
executives should pay attention to this note of  caution: There may 
arise instances where consigned inventory maintained at one facil-

ity will be needed at another fa-
cility, which may not even be in 
the same IDN. In such a case, the 
vendor’s representative may take 
from your inventory to backfill 
a need – perhaps an urgent need 
elsewhere. This action effectively 
makes your consigned items part 
of  a network of  consigned stor-
age for the vendor. Such move-
ment may occur without your 
knowledge. Sharing is not uncom-
mon in a community with multi-
ple hospitals. What is important is 
that if  you have consigned items, 
you need to manage it.

Consigned items offer product diversity and convenience, which 
certainly are good things. Yet it does have its drawbacks as noted above. 
Entering into a consignment agreement is a way to manage costly in-
ventory, while ensuring you have what you need and when you need it. 
It may not be for everyone, but for some, consignment purchasing has 
made the difference. JHC

Editor’s note: Dr. James N. Phillips, Jr., PMP, CFCM, NCMA Fellow, has 25 years of experience as a contracting profes-
sional, 15 of them in healthcare. Prior to that, he was an X-ray technician for 12 years. He serves as volunteer men-
tor for the National Contract Management Association (NCMA) Contract Management Leadership Development 
Program. He may be reached at jnortonphillips@gmail.com

Entering into a 
consignment 
agreement is a 
way to manage 
costly inventory, 
while ensuring 
you have what 
you need and 

when you  
need it. 
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VENDOR  
CREDENTIALING

Partners from a broad range of healthcare product companies joined 
together in June 2016 to create the Consortium for Universal Healthcare Cre-
dentialing, which will succeed the Coalition for Best Practices in Healthcare 
Industry Representatives. Since 2012, the Coalition has been active in develop-
ing and promoting a set of  best practices for credentialing representatives of  
healthcare products companies who need to gain access to healthcare facilities. 

Today, the healthcare industry faces many challenges through the use of  
inconsistent and duplicative systems for credentialing sales representatives, the 
Consortium said in a statement. “Misalignment in credentialing of  these indi-
viduals adds to healthcare costs and can compromise patient safety. The Con-
sortium will build on and continue the work of  the Coalition with a new focus 

on developing universal written and 
data standards and exploring how to 
create true interoperability in the cre-
dentialing process.”

Enthusiasm among  
some providers
Individuals in the healthcare provider 
community reportedly are optimistic 
about the developments in credentialing 
practices, according to the Consortium. 

Vendor Credentialing Standards:  
Still Sought
Consortium to focus on developing universal written and data standards
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VENDOR  
CREDENTIALING

“This is a real opportunity for providers and suppliers to re-
move waste and redundancy from the value chain,” Bruce Mai-
rose, vice chair of  supply chain management for Mayo Clinic, 
was quoted as saying. “The foundational work underway will help 
ensure a safe environment of  care through recommended guide-
lines, enabled by a common platform and execution of  [health-
care industry representative] credentialing,” 

Shane Hughes CPSM, sup-
plier access program manager 
for Intermountain Healthcare’s 
Supply Chain Organization, 
was quoted: “If  there were clear 
healthcare industry representa-
tive standards nationwide, pro-
viders and vendors alike could 
streamline their processes to 
better meet the needs of  our pa-
tients. The Consortium for Uni-
versal Healthcare Credentialing 
is composed of  providers and 
vendors who would like to set 
a clear standard nationwide and 
is promoting best practices and 
industry recommendations.”

Ed Hardin, vice president of  
supply chain management for 
CHRISTUS Health, said, “The 
current state of  healthcare ven-
dor credentialing is frustrating 
for both the vendors and pro-
viders. At CHRISTUS Health, 
we hope that the work of  the 
newly formed Consortium will 
help significantly reduce this 
frustration. Ultimately, the work 
of  the Consortium should be a 
win-win for all stakeholders involved in vendor credentialing, and to that 
end, CHRISTUS plans to take a leading role amongst provider organiza-
tions to do what we can to ensure this happens.” 

Common goals
Consortium Chair Rhett Suhre believes that this is an opportu-
nity to better align with the common goals of  patient safety and  

confidentiality. “The supplier community 
has long realized the importance of  ensur-
ing that we employ personnel who com-
plement the work of  healthcare provid-
ers,” he said. “Reputable companies have 
policies and employ processes that are de-
signed to minimize risk to the company, 
provider partners, and most importantly, 
the patient. 

“Our goal as a Consortium is to continue 
to meet these high standards and communi-
cate compliance in a more efficient and effec-
tive manner. If  we do it right the first time, we 
can eliminate the duplicative work and costs 
that do not bring incremental value and only 
create additional costs.” 

Consortium Vice Chair Marcy Thomsen, 
RN, was quoted as saying, “While there is 
no question that checks and balances must 
be in place for the safety and security of  all 
involved, especially patients, there remains 
a ‘disconnect’ in the existing cumbersome 
process that must finally and aggressively be 
linked. The solution must include a defined, 
systemic workflow with a centralized infor-
mational platform in order to reduce the 
many redundancies and costs shared by all. 
The overwhelming savings of  time and re-
sources should be directed towards ongoing 
medical advances.” 

The Consortium said it will continue to 
engage with stakeholders through meetings 
and participation in conferences, including 
the annual Vendor Credentialing Summit. 
The Consortium will facilitate discussion 
and capture the best thinking around cre-
dentialing while helping to ensure safe, con-
fidential patient care and continued access to 
advances in medical technology. 

The Consortium continues to receive 
new members. For more information, view 
their website at: www.universalhealthcare 
credentialing.org. JHC

“ If there 
were clear 
healthcare 
industry 
representative 
standards 
nationwide, 
providers 
and vendors 
alike could 
streamline 
their processes 
to better meet 
the needs of 
our patients.” 

– Shane Hughes
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“The use, efficacy, and safety of EXPAREL 
is not limited to any specific surgery type or site.”1

—Janet Woodcock, MD, Director, FDA

©2016 Pacira Pharmaceuticals, Inc., Parsippany, NJ 07054
PP-EX-US-1741        07/16

        Indication:   EXPAREL is indicated for administration into the 
surgical site to produce postsurgical analgesia      

        Duration:   EXPAREL provides long-lasting pain control with 
less need for opioids

Opioid Reduction:   More patients were opioid-free versus placebo in a 
soft tissue trial; 28% vs 10%, respectively (P<0.0008)

       Admixing:   Bupivacaine HCI may be administered with EXPAREL 
in the same syringe as long as the milligram dose ratio 
of bupivacaine HCI to EXPAREL does not exceed 1:2

LABEL UPDATES PROVIDE GREATER…

FDA REAFFIRMS BROAD LABEL

Important Safety Information
EXPAREL is contraindicated in obstetrical paracervical block anesthesia. EXPAREL has not been studied for use in 
patients younger than 18 years of age. Non-bupivacaine-based local anesthetics, including lidocaine, may cause an 
immediate release of bupivacaine from EXPAREL if administered together locally. The administration of EXPAREL may 
follow the administration of lidocaine after a delay of 20 minutes or more. Formulations of  bupivacaine other than
EXPAREL should not be administered within 96 hours following administration of EXPAREL. Monitoring of cardiovascular 
and neurological status as well as vital signs should be performed during and after injection of EXPAREL as with other 
local anesthetic products. Because amide-type local anesthetics, such as bupivacaine, are metabolized by the liver, 
EXPAREL should be used cautiously in patients with hepatic disease. Patients with severe hepatic disease, because of 
their inability to metabolize local anesthetics normally, are at a greater risk of developing toxic plasma concentrations.
In clinical trials, the most common adverse reactions (incidence ≥10%) following EXPAREL administration were nausea, 
constipation, and vomiting.

Please see brief summary of Prescribing Information on reverse side.
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Brief Summary  
(For full prescribing information refer to package insert)
INDICATIONS AND USAGE
EXPAREL is indicated for administration into the surgical site to 
produce postsurgical analgesia. 
EXPAREL has not been studied for use in patients younger than 18 years 
of age.
CONTRAINDICATIONS
EXPAREL is contraindicated in obstetrical paracervical block anesthesia. 
While EXPAREL has not been tested with this technique, the use of 
bupivacaine HCl with this technique has resulted in fetal bradycardia 
and death.
WARNINGS AND PRECAUTIONS
Warnings and Precautions Specific for EXPAREL
As there is a potential risk of severe life-threatening adverse effects 
associated with the administration of bupivacaine, EXPAREL should be 
administered in a setting where trained personnel and equipment are 
available to promptly treat patients who show evidence of neurological 
or cardiac toxicity.
Caution should be taken to avoid accidental intravascular injection of 
EXPAREL. Convulsions and cardiac arrest have occurred following 
accidental intravascular injection of bupivacaine and other amide-
containing products.
Using EXPAREL followed by other bupivacaine formulations has 
not been studied in clinical trials. Formulations of bupivacaine other 
than EXPAREL should not be administered within 96 hours following 
administration of EXPAREL.
EXPAREL has not been evaluated for the following uses and, therefore, 
is not recommended for these types of analgesia or routes of 
administration.

•   epidural
•   intrathecal
•   regional nerve blocks
•   intravascular or intra-articular use

EXPAREL has not been evaluated for use in the following patient 
population and, therefore, it is not recommended for administration to 
these groups.

•   patients younger than 18 years old
•   pregnant patients

The ability of EXPAREL to achieve effective anesthesia has not been 
studied. Therefore, EXPAREL is not indicated for pre-incisional or pre-
procedural loco-regional anesthetic techniques that require deep and 
complete sensory block in the area of administration.
ADVERSE REACTIONS
Clinical Trial Experience
The safety of EXPAREL was evaluated in 10 randomized, double-blind, 
local administration into the surgical site clinical studies involving 
823 patients undergoing various surgical procedures. Patients were 
administered a dose ranging from 66 to 532 mg of EXPAREL. In these 
studies, the most common adverse reactions (incidence greater than 
or equal to 10%) following EXPAREL administration were nausea, 
constipation, and vomiting.  
The common adverse reactions (incidence greater than or equal 
to 2% to less than 10%) following EXPAREL administration were 
pyrexia, dizziness, edema peripheral, anemia, hypotension, pruritus, 
tachycardia, headache, insomnia, anemia postoperative, muscle spasms, 
hemorrhagic anemia, back pain, somnolence, and procedural pain.
DRUG INTERACTIONS
EXPAREL can be administered in the ready to use suspension or diluted 
to a concentration of up to 0.89 mg/mL (i.e., 1:14 dilution by volume) 
with normal (0.9%) saline or lactated Ringer’s solution. EXPAREL must 
not be diluted with water or other hypotonic agents as it will result in 
disruption of the liposomal particles.
EXPAREL should not be admixed with local anesthetics other than 
bupivacaine. Non-bupivacaine based local anesthetics, including 
lidocaine, may cause an immediate release of bupivacaine from 
EXPAREL if administered together locally. The administration of 
EXPAREL may follow the administration of lidocaine after a delay of  
20 minutes or more.
Bupivacaine HCl administered together with EXPAREL may impact the 
pharmacokinetic and/or physicochemical properties of EXPAREL, and 
this effect is concentration dependent. Therefore, bupivacaine HCl and 
EXPAREL may be administered simultaneously in the same syringe, 
and bupivacaine HCl may be injected immediately before EXPAREL as 
long as the ratio of the milligram dose of bupivacaine HCl solution to 
EXPAREL does not exceed 1:2.
The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic and 
cardiovascular effects related to toxicity.
Other than bupivacaine as noted above, EXPAREL should not be 
admixed with other drugs prior to administration.
USE IN SPECIFIC POPULATIONS
Pregnancy
Risk Summary
There are no studies conducted with EXPAREL in pregnant women. 
In animal reproduction studies, embryo-fetal deaths were observed 
with subcutaneous administration of bupivacaine to rabbits during 
organogenesis at a dose equivalent to 1.6 times the maximum 
recommended human dose (MRHD) of 266 mg. Subcutaneous 
administration of bupivacaine to rats from implantation through weaning 
produced decreased pup survival at a dose equivalent to 1.5 times the 
MRHD [see Data]. Based on animal data, advise pregnant women of the 
potential risks to a fetus.
The background risk of major birth defects and miscarriage for the 
indicated population is unknown. However, the background risk in the 

U.S. general population of major birth defects is 2-4% and of miscarriage 
is 15-20% of clinically recognized pregnancies. 
Clinical Considerations
Labor or Delivery
Bupivacaine is contraindicated for obstetrical paracervical block 
anesthesia. While EXPAREL has not been studied with this technique, 
the use of bupivacaine for obstetrical paracervical block anesthesia has 
resulted in fetal bradycardia and death.
Bupivacaine can rapidly cross the placenta, and when used for epidural, 
caudal, or pudendal block anesthesia, can cause varying degrees of 
maternal, fetal, and neonatal toxicity. The incidence and degree of toxicity 
depend upon the procedure performed, the type, and amount of drug 
used, and the technique of drug administration. Adverse reactions in the 
parturient, fetus, and neonate involve alterations of the central nervous 
system, peripheral vascular tone, and cardiac function.
Data
Animal Data
Bupivacaine hydrochloride was administered subcutaneously to rats and 
rabbits during the period of organogenesis (implantation to closure of 
the hard plate). Rat doses were 4.4, 13.3, and 40 mg/kg/day (equivalent 
to 0.2, 0.5 and 1.5 times the MRHD, respectively, based on the BSA 
comparisons and a 60 kg human weight) and rabbit doses were 1.3, 
5.8, and 22.2 mg/kg/day (equivalent to 0.1, 0.4 and 1.6 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight). 
No embryo-fetal effects were observed in rats at the doses tested with the 
high dose causing increased maternal lethality. An increase in embryo-
fetal deaths was observed in rabbits at the high dose in the absence of 
maternal toxicity.
Decreased pup survival was noted at 1.5 times the MRHD in a rat pre- and 
post-natal development study when pregnant animals were administered 
subcutaneous doses of 4.4, 13.3, and 40 mg/kg/day buprenorphine 
hydrochloride (equivalent to 0.2, 0.5 and 1.5 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight) 
from implantation through weaning (during pregnancy and lactation).
Lactation
Risk Summary 
Limited published literature reports that bupivacaine and its’ metabolite, 
pipecolylxylidide, are present in human milk at low levels. There is no 
available information on effects of the drug in the breastfed infant 
or effects of the drug on milk production. The developmental and 
health benefits of breastfeeding should be considered along with the 
mother’s clinical need for EXPAREL and any potential adverse effects 
on the breastfed infant from EXPAREL or from the underlying maternal 
condition.
Pediatric Use
Safety and effectiveness in pediatric patients have not been established.
Geriatric Use
Of the total number of patients in the EXPAREL surgical site infiltration 
clinical studies (N=823), 171 patients were greater than or equal to 
65 years of age and 47 patients were greater than or equal to 75 years 
of age. No overall differences in safety or effectiveness were observed 
between these patients and younger patients. Clinical experience with 
EXPAREL has not identified differences in efficacy or safety between 
elderly and younger patients, but greater sensitivity of some older 
individuals cannot be ruled out.
Hepatic Impairment
Because amide-type local anesthetics, such as bupivacaine, are 
metabolized by the liver, these drugs should be used cautiously in 
patients with hepatic disease. Patients with severe hepatic disease, 
because of their inability to metabolize local anesthetics normally, are at 
a greater risk of developing toxic plasma concentrations.
Renal Impairment
Bupivacaine is known to be substantially excreted by the kidney, and 
the risk of toxic reactions to this drug may be greater in patients with 
impaired renal function. Care should be taken in dose selection of 
EXPAREL.
OVERDOSAGE
In the clinical study program, maximum plasma concentration (Cmax) 
values of approximately 34,000 ng/mL were reported and likely reflected 
inadvertent intravascular administration of EXPAREL or systemic 
absorption of EXPAREL at the surgical site. The plasma bupivacaine 
measurements did not discern between free and liposomal-bound 
bupivacaine making the clinical relevance of the reported values 
uncertain; however, no discernible adverse events or clinical sequelae 
were observed in these patients.
DOSAGE AND ADMINISTRATION
EXPAREL is intended for single-dose administration only.  
The recommended dose of EXPAREL is based on the following factors:

•  Size of the surgical site
•  Volume required to cover the area
•  Individual patient factors that may impact the safety of an amide 

local anesthetic
•  Maximum dose of 266 mg (20 mL)

As general guidance in selecting the proper dosing for the planned 
surgical site, two examples of dosing are provided. One example of 
the recommended dose comes from a study in patients undergoing 
bunionectomy. A total of 8 mL (106 mg) was administered as 7 mL of 
EXPAREL infiltrated into the tissues surrounding the osteotomy, and  
1 mL infiltrated into the subcutaneous tissue.
Another example comes from a study of patients undergoing 
hemorrhoidectomy. A total of 20 mL (266 mg) of EXPAREL was diluted 
with 10 mL of saline, for a total of 30 mL, divided into six 5 mL aliquots, 
injected by visualizing the anal sphincter as a clock face and slowly 
infiltrating one aliquot to each of the even numbers to produce a field block.
Compatibility Considerations
Admixing EXPAREL with drugs other than bupivacaine HCl prior to 
administration is not recommended.

•  Non-bupivacaine based local anesthetics, including lidocaine,  
may cause an immediate release of bupivacaine from EXPAREL 
if administered together locally. The administration of EXPAREL 

may follow the administration of lidocaine after a delay of 20 
minutes or more.

•  Bupivacaine HCl administered together with EXPAREL may impact 
the pharmacokinetic and/or physicochemical properties of EXPAREL, 
and this effect is concentration dependent. Therefore, bupivacaine 
HCl and EXPAREL may be administered simultaneously in the same 
syringe, and bupivacaine HCl may be injected immediately before 
EXPAREL as long as the ratio of the milligram dose of bupivacaine 
HCl solution to EXPAREL does not exceed 1:2.

 The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic 
and cardiovascular effects related to toxicity.

•  When a topical antiseptic such as povidone iodine (e.g., 
Betadine®) is applied, the site should be allowed to dry before 
EXPAREL is administered into the surgical site. EXPAREL should 
not be allowed to come into contact with antiseptics such as 
povidone iodine in solution.

Studies conducted with EXPAREL demonstrated that the most common 
implantable materials (polypropylene, PTFE, silicone, stainless steel, 
and titanium) are not affected by the presence of EXPAREL any more 
than they are by saline. None of the materials studied had an adverse 
effect on EXPAREL.
Non-Interchangeability with Other Formulations of Bupivacaine
Different formulations of bupivacaine are not bioequivalent even if the 
milligram dosage is the same. Therefore, it is not possible to convert 
dosing from any other formulations of bupivacaine to EXPAREL and 
vice versa.
CLINICAL PHARMACOLOGY
Pharmacokinetics
Local infiltration of EXPAREL results in significant systemic plasma 
levels of bupivacaine which can persist for 96 hours. Systemic plasma 
levels of bupivacaine following administration of EXPAREL are not 
correlated with local efficacy.    
CLINICAL STUDIES
The efficacy of EXPAREL was compared to placebo in two multicenter, 
randomized, double-blinded clinical trials. One trial evaluated the 
treatments in patients undergoing bunionectomy; the other trial evaluated 
the treatments in patients undergoing hemorrhoidectomy. 
Study 1
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 106 mg (8 mL) 
EXPAREL in 193 patients undergoing bunionectomy. The mean age was 
43 years (range 18 to 72).
Study medication was administered directly into the site at the conclusion 
of the surgery, prior to closure. There was an infiltration of 7 mL of 
EXPAREL into the tissues surrounding the osteotomy and 1 mL into the 
subcutaneous tissue.
Pain intensity was rated by the patients on a 0 to 10 numeric rating scale 
(NRS) out to 72 hours. Postoperatively, patients were allowed rescue 
medication (5 mg oxycodone/325 mg acetaminophen orally every 4 to 
6 hours as needed) or, if that was insufficient within the first 24 hours, 
ketorolac (15 to 30 mg IV). The primary outcome measure was the area 
under the curve (AUC) of the NRS pain intensity scores (cumulative 
pain scores) collected over the first 24 hour period. There was a 
significant treatment effect for EXPAREL compared to placebo. EXPAREL 
demonstrated a significant reduction in pain intensity compared to 
placebo for up to 24 hours (p<0.001).
Study 2
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 266 mg  
(20 mL) EXPAREL in 189 patients undergoing hemorrhoidectomy. The 
mean age was 48 years (range 18 to 86).
Study medication was administered directly into the site (greater than 
or equal to 3 cm) at the conclusion of the surgery. Dilution of 20 mL of 
EXPAREL with 10 mL of saline, for a total of 30 mL, was divided into 
six 5 mL aliquots. A field block was performed by visualizing the anal 
sphincter as a clock face and slowly infiltrating one aliquot to each of 
the even numbers.
Pain intensity was rated by the patients on a 0 to 10 NRS at multiple 
time points up to 72 hours. Postoperatively, patients were allowed 
rescue medication (morphine sulfate 10 mg intramuscular every 4 
hours as needed).
The primary outcome measure was the AUC of the NRS pain intensity 
scores (cumulative pain scores) collected over the first 72 hour period.
There was a significant treatment effect for EXPAREL compared to 
placebo.
This resulted in a decrease in opioid consumption, the clinical benefit of 
which was not demonstrated.
Twenty-eight percent of patients treated with EXPAREL required no 
rescue medication at 72 hours compared to 10% treated with placebo. 
For those patients who did require rescue medication, the mean amount 
of morphine sulfate intramuscular injections used over 72 hours was  
22 mg for patients treated with EXPAREL and 29 mg for patients treated 
with placebo.
The median time to rescue analgesic use was for 15 hours for patients 
treated with EXPAREL and one hour for patients treated with placebo.
Pacira Pharmaceuticals, Inc.
San Diego, CA 92121   USA
Patent Numbers:
6,132,766 5,891,467
5,766,627 8,182,835
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PRIME VENDOR
By the Health Industry Distributors Association

AHRMM16 Features In-Depth 
Look At Pandemic Preparedness

Getting the Most from Your Most Important Supplier  

Linda Rouse O’Neill, HIDA, and Marshall Simpson, Owens & Minor, 
discuss ongoing pandemic preparedness efforts at AHRMM16. 

The Journal of Healthcare Contracting | October 2016 51

The AHRMM Annual Conference and Exhibition is one of the indus-
try’s best opportunities to hear leading healthcare supply chain executives and 
professionals outline collaboration areas with trading partners for achieving the 
triple aim: reducing costs, improving population health outcomes, and improv-
ing patient care quality. If  you missed this year’s August meeting in San Diego, 
you also missed the chance to hear how distributors are serving as a vital liaison 
between providers and the government on pandemic preparedness efforts.

The Ebola outbreak served as a big wake-up call for the entire health-
care sector and the continued spread of  Zika has amplified this concern 
within the industry. As a result, the session, “Pandemic Preparedness: 

Industry Efforts to Build Elastic-
ity into the Supply Chain,” struck a 
particular chord for attendees. Lin-
da Rouse O’Neill, HIDA, and Mar-
shall Simpson, Owens & Minor, 
used the opportunity to highlight 
the many ways in which distributors 
are working with the government to 
enhance emergency preparedness 
policy and planning measures.
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Recent progress drives best practices dialogue
Over the summer, distribution leaders discussed pandemic prepared-
ness issues with congressional and federal agency representatives dur-
ing HIDA’s annual Washington Summit. Reps. Susan Brooks (R-IN) 
and Anna Eshoo (D-CA) also hosted two expert HIDA member pan-
els to discuss how trading partners can learn from past pandemics 
and prevent future inventory disruptions. Participants in all of  these 
meetings shared their individual business experiences and noted sev-
eral factors that could affect the national supply chain. Challenges 
identified during these meetings included:

• A lack of  transparency and coordination
• Demand for medical products from the public
• Demand for non-traditional products (such as HAZMAT suits)
• Difficulties accessing non-medical supplies during a crisis

Despite these challenges, collaboration between the industry and 
government is improving. Rouse O’Neill and Simpson’s presentation 
highlighted key steps for taking part in and further improving col-
laborative efforts between your suppliers and government agencies. 
These include:
Continuing to increase transparency and communication. Your 
distributor has unique insight into your needs, as well as other custom-
ers’ purchasing habits. This experience can be used to advise federal 
leaders on how medical supplies can be most efficiently deployed dur-
ing a crisis. Effectively leveraging distributors’ experience, however, re-
quires clear direction from federal agencies on what goods are needed 
and available for each pandemic response.

Using distributors’ experience to strength-
en existing disaster-response models. 
During the Ebola epidemic, federal agencies like 
the Centers for Disease Control and Prevention 
developed response plans that relied on hospital 
tiering, or prioritizing certain facilities to care for 
patients by centralizing products and services. 
Distributors can help with disaster preparations 
by developing projections for stockpile quanti-
ties under emergency circumstances and making 
pre-deployment suggestions. Additionally, they 
could develop an allocation methodology that 
can serve government requests. For example, an 
agency could inform distributors which facilities 

would handle the most patients 
during a crisis and distributors 
could make recommendations on 
how to ensure your facility, if  af-
fected, has the materials it needs.

Bringing together business 
and healthcare leaders to 
improve supply chain elas-
ticity. Federal agencies will 
need help to improve national 
supply chain elasticity. Part of  
this effort involves working 
with you to determine what re-
sources they will need to mount 
an effective response to a po-
tential outbreak. Additionally, 

you, your suppliers, and federal agencies will 
need to work together to develop plans to al-
locate non-medical products such as gloves 
and other protective gear.

Disaster preparedness: The big picture
The most important lesson from this AH-
RMM16 presentation is the need for a con-
tinued dialogue to share current experiences, 
knowledge, and expertise. By discussing these 
matters with your suppliers, you, too, can be-
come a vital resource during a crisis. JHC

Distributors can help with disaster 
preparations by developing 
projections for stockpile quantities 
under emergency circumstances and 
making pre-deployment suggestions. 
Additionally, they could develop an 
allocation methodology that can 
serve government requests.
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If  you are launching, renovating or expanding a healthcare facility, time is money 
– a lot of  money. When you consider that a delayed opening typically costs a hospital $400,000-
$500,000 in expected revenues per day, it quickly becomes apparent that planning, distribution 
and logistics are critical investments that will easily pay for themselves.

At smaller facilities, the need for well-managed medical equipment deliveries is even more 
dire. A 20-doctor clinic could lose $125,000 in revenue per day in the event of  a delay, and the 
smaller the operation the harder it becomes to absorb such a financial loss.

At CME, delaying a medical equipment 
delivery is not an option. The company – 
which is a comprehensive nationwide orga-
nization created from the recent merger of  
Claflin Medical Equipment, Hospital Associ-
ates and RSI – specializes in solving the most 
complex logistic challenges in the healthcare 
industry. Securing more than 1 million prod-
ucts from 1,400 manufacturers across the 
country, CME makes the most complicated 
projects simple for its clients by combining 

Turnkey Logistics Save  
Healthcare Facilities Time, Money

By Cindy Juhas, 
Chief Strategy  
Officer of CME

everything into a single purchase order and 
executing seamless logistics ensuring the 
equipment is delivered to the facilities and 
installed on time. Whether it’s a new hospital 
that’s been built from scratch or a clinic that is 
simply being remodeled, CME has the experi-
ence and resources to outfit it with modern 
equipment and bring it online without delay. 

CME account managers build customized 
lists with their clients and have everything 
distributed to a regional staging area where 
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all medical equipment, furniture and electronics are assembled and 
prepared for delivery to the client site where they are installed in one 
seamless effort.  Everything is tracked, assembled and carefully han-
dled before it ever reaches the healthcare facility. Then, CME manages 
the deliveries in a pre-determined and precise sequence so the entire 
facility can be completed in the safest and most efficient way possible. 
CME offers bio-medical equipment services as well.

These turnkey delivery services solve some of  the most challeng-
ing logistics tasks in the modern economy, and a recent expansion at 
PeaceHealth’s Ketchikan Medical Center is a good example. 

From staging to installing
Located on an Alaskan island with no highway access, the hospi-
tal added a new wing – including two floors, an expanded operat-
ing room and 54 examination rooms – but it had a very small team 
on the ground to handle 
the logistics and receive 
the medical equipment. 
CME helped the medi-
cal center select and or-
der the most appropriate 
and cost-effective equip-
ment, stored and staged 
it in a Seattle-area ware-
house, stuffed contain-
ers, drayed it to the port 
and barged everything 
to Ketchikan. Upon ar-
rival, CME had a capable 
crew fully armed with 
the tools necessary to 
get the equipment from 
the barge to a local ware-
house. From this staging 
and assembling area, ev-
erything was prepped and 
delivered to the facility.  

All of  this had to be executed promptly, 
carefully and in a particular order that did 
not disrupt ongoing healthcare services at 
the hospital.  

Complicating matters, the general con-
tractor in charge of  the hospital expansion 
was running behind schedule and CME was 
given a smaller window to execute its installa-
tion. To overcome this obstacle, the company 
worked around the clock shuttling barges 
back and forth from Washington state to Ket-
chikan to make its deadline. 

The barges run twice a week with each 
trip taking four to five days. The island is 
hilly and its streets are narrow, plus the 
trucking and lodging options were limited 
due to tourism and U.S. Coast Guard fam-
ily relocations during that time of  year. 
CME worked around this by renting an 
apartment for its crew and a 26-foot bob-
tail truck that was ferried over every Mon-
day and had to be returned every Friday. In 
the end, the hospital experienced no down 
time and the equipment was delivered and 
installed without damage. 

“It was a tremendous organizational and 
logistics requirement, and everyone associ-
ated with the project is very happy with the 
results,” said Ed Scovil, Northwest Network 
Director, Supply Chain for PeaceHealth. 
“Ordering exactly what’s needed, coordinat-
ing the warehousing space and full-barge 
shipments, and then receiving, warehousing 
and installing the equipment – CME took a 
great burden off  our folks in Ketchikan who 
don’t have the resources to manage a project 
of  that magnitude.” JHC

About CME: CME, formed from the merger of Claflin Medical Equipment, Hospital Associates and RSI, is the premier 
source for equipment and turnkey logistics, delivery and support for the healthcare community. The company helps 
medical facilities nationwide to seamlessly launch, renovate and expand. CME has three branches and 32 service 
centers spanning the nation and offers an expanded product line of more than 1 million medical products from 
more than 1,400 manufacturers. As a comprehensive medical equipment and healthcare services company, the goal 
of its highly-trained and accessible sales force is to always provide the utmost in personalized support and service.

These turnkey 
delivery services 

solve some of the 
most challenging 

logistics tasks 
in the modern 

economy, and a 
recent expansion 
at PeaceHealth’s 

Ketchikan 
Medical Center is 
a good example. 
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Patients have long relied on generic drugs to reduce costs and increase access to es-
sential medications. However, significant price spikes for some generic drugs – including Mylan’s 
EpiPen, as well as products from Valeant, Turing and others – are jeopardizing patient access to 
affordable healthcare.

Price spikes often occur where there are two or fewer manufacturers for a given product in 
the market and where a lack of  competition among manufacturers allows high prices to go largely 
unchecked. Situations like these highlight the critical importance of  increased competition in the 
generic drug marketplace to help mitigate price spikes.By Todd Ebert

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

More Competition Needed  
in Generic Drug Marketplace

Recently, governmental agencies, medical journals and 
leading medical researchers have released new research 
and reports on pharmaceutical pricing and the positive 
impact of  competition on the generic drug marketplace.

In July, the Journal of  the American Medical Association 
(JAMA) published a study conducted by Harvard Medical 
School Researchers on prescription drug cost drivers in the 
United States. The study authors found that the FDA’s back-
log of  abbreviated new drug applications (ANDAs) has, in 
some instances, led to delays of  up to three or four years for 
product review and approval, which can discourage manufac-
turers from trying to bring competitive products to market.

A July 2016 report from the Government Accountabil-
ity Office (GAO) found that increased competition from 
suppliers is part of  the solution to persistent shortages 
caused by manufacturing and quality control problems 
that disrupt supply in the generic drug market.

 
Last month, the GAO published another report, this time on 
generic drug price spikes in the Medicare Part D program, 
which found that significant price spikes for some generic 
drugs jeopardize patient access to affordable healthcare and 
drive up costs for patients, providers, Medicare and Ameri-
can taxpayers. The report affirmed what healthcare group 
purchasing organizations (GPOs) hear both from healthcare 
provider members and from generic drug manufacturers: 

•  Competition in the generic drug market is critical to 
mitigating price spikes.

•  A broad range of  factors, including access to active 
ingredients, production complexity, and supplier 
consolidation affect competition.

•  A reduction in the FDA backlog of  ANDAs could 
increase competition in the market.

The FDA backlog for ANDAs and its median review time 
for product approval have consistently grown – from 30 months 
prior to 2011, to 36 months in 2013, to an estimated 42 months in 
2014. A three- or four-year wait time stifles the ability of manufac-
turers who want to introduce competition in the generic market.

HSCA and its members consistently advocate for policy 
solutions that reduce costs, increase competition, and remove 
barriers to market entry. We support the “Increasing Com-
petition in Pharmaceuticals Act” (S.2615), bipartisan legisla-
tion that would mandate FDA priority review of  ANDAs 
for products with only one manufacturer. Congress should 
also consider mandating priority review for generic injectable 
drugs with two or fewer manufacturers and in instances where 
there have already been price spikes of  a certain percentage. 
Specifically, we urge Congress to mandate FDA priority re-
view of  an ANDA in instances where the market price of  an 
existing product increases at a rate of  more than five times the 
percent change that occurred in the Prescription Drugs Index 
of  the Consumer Price Index for the previous year.

Common-sense policy solutions such as these will help 
foster competition, speed up entry for new manufacturers 
and help avoid generic drug price spikes in the future. JHC
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OBSERVATION DECK

Choosing Wisely
Do not:

•  Routinely perform sentinel lymph node biopsy 
or other diagnostic tests for the evaluation of  
early, thin melanoma because these tests do 
not improve survival.

•  Routinely order expanded lipid panels (particle 
sizing, nuclear magnetic resonance) as screen-
ing tests for cardiovascular disease.

karyotype is obtained? Good luck 
with that.

The only ones who can really  
affect utilization are doctors and cli-
nicians – those who order tests and 
perform procedures. The good news 
is, they are increasingly buying into 
the notion that they not only must 
work to treat and prevent disease, but 
they must also be responsible stew-
ards of  healthcare resources. That 
means avoiding tests and procedures 
that have no value to the patient, and 
that means reducing utilization.

Identifying such tests and proce-
dures is the mission of  the ABIM Foun-
dation’s “Choosing Wisely” campaign, 
about which we’ve written before. To 
date, more than 70 specialty societies 
have released recommendations with 
the intention of  facilitating wise deci-
sions about the most appropriate care 
based on the individual patient’s situ-
ation. (The list of  five “Don’t” above 
are recommendations published in 
September by the American Society of  
Clinical Pathology.)

These are challenging times for 
supply chain executives, whose orga-
nizations are more complex and cost-
conscious than ever. But look at the 
bright side: For the first time, you have 
buy-in from the medical/surgical side 
of  the aisle. Successful supply chain 
executives will use it wisely.  JHC

• Test for amylase in cases of  suspected acute pancreatitis. Instead, test for lipase.

•  Request serology for H. pylori. Use the stool antigen or breath tests instead.

•  Perform fluorescence in situ hybridization (FISH) for myelodyplastic syn-
drome (MDS)-related abnormalities on bone marrow samples obtained for 
cytopenias when an adequate conventional karyotype is obtained.

Got that?

Doctors’ orders
They say that the majority of  health-
care procedures and costs stem from 
doctors’ orders. That’s called utiliza-
tion of  resources, and it’s something 
over which supply chain executives 
ultimately have little control. 

Yes, we’re told supply chain ex-
ecutives can and should tackle uti-
lization. But really, are you going to 
make a case as to why the doctor 
shouldn’t perform fluorescence in 
situ hybridization (FISH) for myelo-
dyplastic syndrome-related abnormal-
ities when an adequate conventional 

Mark Thill

The only ones 
who can really 

affect utilization 
are doctors 

and clinicians 
– those who 
order tests 

and perform 
procedures.

For more information on Choosing Wisely, go to www.choosingwisely.org. 
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