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Easier access to 
after-hours care 
linked to less ED use

Patients report 
difficulty reaching 

primary care after hours
By Kelsey Brimmer, Associate Editor

WASHINGTON, D.C. – When patients 
have access to after-hours services 
with their primary care provider, 
emergency room usage is signifi-

cantly lower and fewer patients 
go without needed medical care, 
according to a study by the Center 
for Studying Health System Change 
(HSC) released in December by 
Health Affairs. 

The study, which was funded by 
the National Institute for Health 
Care Reform, is the first to use a 
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Healthcare M&A 
predicted to be 
strong in 2013 

Investors relax as 
ACA uncertainty lifts

By René Letourneau, Editor

NEW GLOUCESTER, ME - With 
the Affordable Care Act sur-
viving the Supreme 
Court ruling and the 
presidential election, 
healthcare M&A will 
be robust in 2013 as 
investors feel less 
uncertain about the 
fate of the reform 
legislation, experts 
predicted during a 
live webcast hosted 
by research and publishing fi rm 
Irving Levin Associates on Jan. 
17.

M&A in the hospital market 
is going to be strong throughout 
most of the country, said Josh 
Nemzoff, president of New Hope, 
Penn.-based M&A consulting 
fi rm Nemzoff & Co., who called 

the sector a “target 
rich environment.” 

“There are lots of 
hospitals that are 
distressed and there 
are lots of buyers out 
there,” he said. “The 
West is a huge market 
and the Midwest is a 
veritable gold mine 
with lots of hospitals 

that are becoming distressed.”
The one geographic area that 

M&A SEE PAGE 28

Disruptive Innovators: CEO Champions
Maine program seeks 

to transform 
healthcare conversation
By Stephanie Bouchard, Managing Editor

NEW GLOUCESTER, ME – When 
Steve Woods’ wife was pregnant, 
he put on what he calls “sympathy 
weight.” That was a dozen years 
ago. “She went back to her svelte, 
in-shape fi gure and I’ve maintained 
the sympathy weight,” he said.

Once an athlete for whom four 
or fi ve hours a day playing basket-
ball was normal, the former sports 
agent turned chief executive offi cer 
has committed himself to losing 50 
pounds as part of a program created 
to get a whole community healthier 

and save on healthcare costs.
Called CEO Champions, the pro-

gram is the brainchild of Nancy 
Morris, a vivacious communications 

and member services director at 
Maine Health Management Coalition 
(MHMC), a nonprofi t membership 
organization dedicated to improving 

the quality and value of healthcare.
The program’s purpose is to trans-

form how society values health and 
wellness. Believing that it takes 

This issue kicks off our Disruptive 
Innovators series. Over the course of 
the year, we will be celebrating those 
individuals and organizations – large 
and small – that are thinking outside 
the box to change the direction of 
healthcare by bringing down costs 
and improving care.

If you know of anyone who you 
think should be included in our 
series, please drop us a line.
Send an email to us at editor@
healthcarefi nancenews.com.  

Dominique Wilkins, nine-time National Basketball Association All-Star, helped 
kick-off the CEO Champions program with participants (from left) Dan Corcoran of 
Anthem BCBS, Doug Gardiner with the City of Portland, Elizabeth Mitchell of MHMC, 
Danielle Ripich of UNE, and Steve Woods of TideSmart Global.

DI SEE PAGE 8
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Featured blog
Preparing your revenue cycle 
for accountable care

Becoming an 
accountable care 
organization (ACO) 
requires healthcare 
organizations to 
approach the revenue 
cycle with an entirely 
new mindset. For 
example, costs will 
no longer just affect 

overall profitability. They will be evaluated 
in conjunction with efficiency to determine 
reimbursement parameters. Monte Sandler 
outlines ways to meet ACO objectives of better 
care at lower cost in this blog.

 http://bit.ly/rev-cycle-aCo-blog

slideshow
PwC’s top 10 healthcare 
issues for 2013
The pace of change in healthcare is 
expected to accelerate in 2013, with factors 
such as consumerism, the increased effects 
of technology and budgetary pressures all 
converging on an industry that consumes 
nearly one of every five dollars of the 
country’s economy according to PwC’s 
Health Research Institute.

 http://bit.ly/top-healthcare-issues

most PoPular

1 Fiscal cliff deal averts deep Medicare 
reimbursement cuts to doctors

2 Survey finds eight in 10 healthcare 
businesses impacted by bad hires

3 Justice department reports nearly  
$5B in False Claims Act recoveries  
for FY 2012

4 Healthcare industry adds 45K jobs  
in December

5 4 data security risks to watch for  
in 2013

 http://www.healthcarefinance 
news.com/popular

Doc fix 
is no fix
W hen Congress passed 

the early morning fiscal 
cliff compromise there was 

largely relief across the country. Unfor-
tunately, when it comes to brinksman-
ship politics, the fine print can get a 
bit messy and there is often collateral 
damage and the healthcare sector took 
a couple of those hits.

doctors, no doubt, were relieved 
that Congress averted the steep reim-
bursement cuts related to the sgr. 
Certainly no one ever believed the 
fiction that doctors were going to see 
a 26.5 percent cut in their reimburse-
ment rates, so we get yet another one-
year solution to maintain reimburse-
ment rates at a cost of roughly $25 bil-
lion over 10 years.

sounds good on 
the surface until 
you realize that 
Congress “paid” 
for the doc f ix 
by making cuts 
in other areas of 
healthcare, with 
the bulk of it on the backs of reduced 
reimbursements to hospitals.

What Congress did to provide the 
doc fix is nothing more than a shell 
game: the doctors got the shell with 
the $25 billion under it and the hos-
pitals got the empty one. or as some 
in the industry have noted, the doc fix 
was really about “robbing peter (hos-
pitals) to pay paul (doctors).”

nearly 60 percent of these cuts will 
come from two areas. roughly $10.5 
billion is forecast to come from height-
ened audits on hospitals as the federal 
government looks to recoup the money 
from over-coded claims. another $4.2 
billion will come from reductions in 
disproportionate share hospitals – 
direct payments to hospitals that care 
for an above-average number of Med-
icaid patients.

The illogicality of this should be 
apparent: seniors (and the poor) don’t 
just receive care from primary care 
physicians, they also receive it from 
hospitals, and weakening hospitals 
by choking off significant streams of 
revenue will likely result in worse care 
for patients.

In short, fixing the sgr each year 
shouldn’t be done in such a way as to 

anderson see page 6

on the record
By Chris Anderson, Senior Editor

2013 hot topics 
What healthcare  

financial administrators 
are talking about

By Stephanie Bouchard, Managing Editor

aUgUsTa, Me – What will be some of the 
pressing issues in the healthcare sector that 
will impact financial administrators in 2013? 
There’s a lot to choose from, that’s for sure, 
but a few healthcare experts narrowed the 
options down during a daylong session for 
members of the Maine chapter of the health-
care Financial Management association.

above all, financial administrators will con-
tinue to see a push toward linking reimburse-
ment to cost and quality outcomes said Chad 
Mulvany, a technical director with hFMa. In 
order to be successful in this environment, 
healthcare companies must leverage perfor-

mance improvement projects, their people 
and their culture.

other hot topics Mulvany identified for the 
coming year include: 

■■ affordable Care act-mandated Medicare 
and Medicaid cuts to hospitals and adjust-
ments to disproportionate share hospital 
payments.

■■ Independent payment advisory Board 
(IpaB) continues to be a hot potato. The 
president, Mulvany said, may find it difficult 
to name people to the board because so many 
people dislike the idea of the board.

■■ sequestration and the debt ceiling. What 
lawmakers do in the spring will determine 
if the sequestration cuts to healthcare pro-
grams happen. as for the debt ceiling, Mul-
vany said to expect that fiscal conservatives 

saving at the state level
New state-focused healthcare 

commission seeks to help 
states with health policy 

By Chris Anderson, Senior Editor

CharLoTTesVILLe, Va – a new healthcare 
commission announced in early January 
will focus on developing state-level policies 
aimed at reducing the cost of care while 
improving quality.

Called the state health Care Cost Con-
tainment Commission, the new organization 
will be housed at the University of Virginia’s 
Miller Center, a nonpartisan research insti-

tute that focuses on, among other things, 
public policy. It is being funded, initially, 
by Kaiser permanente and the robert Wood 
Johnson Foundation, and chaired by former 
health and human services secretary and 
Utah gov. Mike Leavitt and former Colorado 
gov. Bill ritter.

“Most public policy transformation in the 
United states, such as clean air, welfare 
reform and even healthcare for the unin-
sured, started in the states,” said Leavitt in 
a January press conference announcing the 
commission. “states continue to be the labo-
ratory for public policy change.”

commission see page 4
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CEOs say their Medicare 
proposals would save trillions

Business Roundtable offers 
specific recommendations

By Stephanie Bouchard, Managing Editor

a 
Trade organIzaTIon repre-
senTIng chief executive officers 
from some of the country’s top 
corporations offered a set of Medi-

care recommendations in January that would 
potentially save trillions.

In a press conference broadcast live, repre-
sentatives of the Business roundtable said the 
group’s recommendations are an effort to guide 
economic growth and deficit reduction strat-
egy as the country’s lawmakers grapple with 
the debt ceiling and an out-of-control budget.

“We believe that the Business roundta-
ble’s purpose, and our role in public policy 
debates, is to help solve problems, so we want 
to put forth thoughtful solutions to some of 

the nation’s greatest challenges,” said John 
engler, BrT’s president and former governor 
of Michigan.

“We have looked at what must be done to 
try to make pragmatic changes that occur 
slowly and predictably … that would sustain 
the security they provide to the recipients who 
need the programs most, reduce the current 
rate of growth in the programs and rationalize 
some of the things that have occurred since 
these programs were instituted a long time 
ago in a way that supports these broader fiscal 
efforts ...,” said gary Loveman, phd, a former 
harvard Business school economics professor 
who is now president of Caesars entertainment 
Corporation and is chair of BrT’s health and 
retirement committee.

In relation to Medicare (the group also 
made recommendations for the social secu-
rity program), BrT recommends

■■ gradually raising the Medicare eligibility 
age to 70. The raised eligibility age would not 
apply to anyone who is currently 55 years old 
or older.

■■ that by 2015, the government should offer 
seniors the opportunity to choose among com-
petitive private plans and traditional Medicare. 
Competing private plans would be required to 
accept all applicants and would risk adjust 
premiums to account for age and health status.

■■ additional means testing for Medicare 
services.

■■ improvements in care coordination and a 
focus on wellness and chronic care manage-
ment.

Loveman said that BrT’s Medicare recom-
mendations would save $300 billion against the 
current baseline projection in the first 10 years 
of implementation, and in 25 years would save 

around $6 trillion.
“We believe very strongly that our modern-

ization recommendations must be included in 
any budget deal that is agreed to by the presi-
dent and Congress,” said randall stephenson, 
chairman and Ceo of aT&T and vice chair of 
BrT’s health and retirement committee.

“We’ve said all along that Congress and 
the administration are going to have to take 
some very real and meaningful steps to reform 
entitlements if we’re going to rein in federal 
spending, and modernizing Medicare and 
social security to meet both the current fiscal 
and demographic realities … will go an incred-
ibly long way in getting america’s fiscal house 
in order while preserving a basic safety net for 
both future generations as well as future retir-
ees. We believe now is the time for america’s 
leaders to step up and act.” ■

“We believe very strongly that our 
modernization recommendations 
must be included in any budget 
deal that is agreed to by the 
president and Congress.”
– Randall Stephenson

providing direct support to states to help 
with their healthcare policies makes sense, 
Leavitt noted, because the healthcare land-
scape varies significantly from state to state. 
“While a market-based approach might 
work best in Mississippi, a more regulatory 
approach might work better in Maryland or 
Vermont,” he said.

But the commission also wants to take a 
pragmatic approach to providing guidance 
and recommendations that will also take 
into account the politics of the individual 
states.

“We as a commission are going to look 
comprehensively for practical cost control 
strategies that states can actually utilize,” 
said george halvorson, chairman and Ceo of 
Kaiser permanente, at the press briefing. “It 
is going to be important to have a continuum 
of options that will have appeal across the 
political spectrum.”

some of the initial work of the commission 
will be to see how states can encourage the 
development of integrated healthcare deliv-
ery systems, like accountable care organiza-
tions and patient-centered medical homes, 
that are designed to more effectively and 
efficiently coordinate care, combined with 
comprehensive payment reform.

Commission members are drawn from 
virtually all the stakeholders in the health-
care market and include former governors, 
major health plans, hospital and physician 
groups, consumer representatives, repre-
sentatives from public payers and other 

purchasers of care.
“We know that to 

achieve our goals 
around cost contain-
ment and affordabil-
ity is going to require 
commitment from all 
stakeholders,” said 
andrew dreyfus, pres-
ident of Blue Cross 
Blue shield of Massa-
chusetts. “and we need 
to achieve savings that 
benefit all the purchas-
ers of care: govern-
ment, employers and 
the patients themselves.”

In addition to halvorsen and dreyfus, 
other members of the commission include:

Jay Cohen, executive chairman, Monarch 
healthCare;

Michael L. davis, senior vice president, 
global human resources, general Mills;

Lloyd dean, Ceo, dignity health;
Joan henneberry, former executive direc-

tor, Colorado department of health Care 
policy and Financing;

robert reischauer, Medicare trustee 
and former director, Congressional Budget 
office;

rob restuccia, consumer advocate, Com-
munity Catalyst;

glenn steele, president and Ceo, geis-
inger health system; and

simon stevens, executive vice president, 
Unitedhealth group.

raymond scheppach, former executive 

director of the national governors asso-
ciation, will direct the project. he is an 
economic fellow at the Miller Center and 
a professor of practice at the University of 
Virginia’s Batten school of Leadership and 
public policy.

The work of the commission is vitally 
important at the state level as healthcare 
costs continue to take a bigger and bigger 
bite of the overall state budgets, Leavitt 
added.

“not only is healthcare a contributor to 
the deficit and our outstanding debt prob-
lem but it is also an ongoing contributor to 
the fiscal position of many states,” he said. 
“Both the federal government and states 
will have to continue to reduce invest-
ments in education and infrastructure to 
fund healthcare, which will in turn lower 
our long-term economic growth and lower 
our standard of living.” ■

commission
CONTINUed FROm page 3

Michigan 
governor 
signs tort 
reform 
legislation

By René Letourneau, Editor

LansIng, MI – Michigan republican gov. rick 
snyder signed legislation Jan. 9 that strength-
ens the state’s medical malpractice tort laws 
and provides additional protection against 
lawsuits to physicians. 

The Michigan state Medical society 
(MsMs) initiated the legislation, known as 
the “patients First reform package,” with 
support from medical malpractice insurer The 
doctors Company and its trade organization, 
the Michigan Insurance Coalition. The legisla-
tion is comprised of senate Bill 1115 – which 
clarifies that loss of society or companionship 
constitutes noneconomic damages and is 
therefore subject to Michigan’s noneconomic 
damages limit – and senate Bill 1118 – which 
limits the time period for suing on behalf of a 
deceased person and bans prejudgment inter-
est on costs and attorney fees incurred during 
the time before a judgment is issued. 

“In general, physicians are supportive of tort 
reforms that keep them out of the courtroom 
and keep them in the operating room,” said 

tort see page 6

“We believe that the Business 
Roundtable’s purpose, and our role in 
public policy debates, is to help solve 
problems, so we want to put forth 
thoughtful solutions to some of the 
nation’s greatest challenges.”

– John Engler

the state health care cost containment commission will be 
housed at the University of Virginia’s Miller Center, a nonpartisan 
research institute.

C
O

U
R

Te
s

Y
 O

F 
TH

e
 U

N
IV

e
R

s
IT

Y
 O

F 
V
IR

g
IN

Ia



Fewer clicks

See your patient’s  
vitals in one click  
instead of six
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Colin Ford, MsMs’ senior director of state and 
federal government relations. “It’s good when 
the rules are clear to both sides and fair to 
both sides.” 

Ford noted that the legislation is not 
intended to bar all lawsuits from reaching the 
courtroom. 

“When people have a justifiable reason to 
go to court, they still have access, but we are 
doing anything we can do to limit (unwar-
ranted) cases from going to court,” he said. 

Ford also believes the new legislation will 
decrease the prevalence of defensive medicine 
and reduce the burden on doctors who often 
fear being the target of a lawsuit. although it 
is difficult to pinpoint the cost of defensive 
medicine, it is generally thought to add 10 to 
20 percent to the annual cost of healthcare 
nationwide. 

“(The legislation) allows doctors to practice 
the way they were trained to do instead of out 
of fear of being sued,” said Ford. 

In a press release issued shortly after the 
legislation was signed, richard e. anderson, 
Md, chairman and Ceo of The doctors Com-
pany, agreed that the tort reform is a victory 
for the state’s physicians. “The passage of this 
legislation is a tremendous win for Michigan’s 
physicians as it mitigates the need to practice 
defensive medicine,” he said. ■

April 15-17, 2013
The Ritz Carlton, Palm Beach, FL

David Drey 
t:  416-800-2481

e:  d.drey@marcusevansch.com

Outstanding event, marcus evans
does a fantastic job in
gathering top healthcare
executives nationwide.
Executive Vice President and Chief Financial Officer – Virtua

National Healthcare CFO Summit 
Amidst the evolution of the US healthcare industry, CFOs are anticipating
the financial challenges that lie ahead as a result of Healthcare Reform.
With the ever-increasing strain on all sources of revenue along with rising
labor and IT costs, strategies surrounding lean methodologies and more
efficient processes will be important to sustaining good financial health.

The Honorable Newt Gingrich, 58th Speaker
of the United States House of Representatives
Founder, Center for Health Transformation

Chairman: Richard Pizzi, Editorial Director,
Healthcare Finance News

Mark Knight, Chief Financial Officer, Jackson
Health System

Alan Smith, Chief Financial Officer, Prime
Healthcare Services

distinguished speakers include:

for more information:

will require a debt reduction plan that will 
include hits to Medicare and Medicaid.

■■ doc Fix. Lawmakers want a permanent 
solution to the sustainable growth rate prob-
lem, Mulvany said, but no one can figure out 
how to pay for it.

■■ Medicaid expansion in the states.
■■ health exchanges. The federal govern-

ment, Mulvany said, expected most states to 
want to set up their own exchanges but that’s 
not what has happened. now the federal gov-
ernment is faced with a tight deadline and 

tight financial resources to set them up.
■■ The employer factor. The day is fast 

approaching when the employer-sponsored 
health plan will be a thing of the past, Mul-
vany said, but in the meantime, employers 
are focused on keeping healthcare costs down 
and that means they’ll be structuring incen-
tive plans to encourage their employees to go 
to healthcare providers that have a record of 
high quality and reasonable costs.

Finance administrators can expect the 
Centers for Medicare & Medicaid services 
to focus on integration and coordination of 
pay for performance programs in 2013 said 
CMs representative andrew Finnegan.

For healthcare organizations, CMs’ focus 
means that they will be able, in some cases, 
to avoid payment cuts in 2015 and 2016, and 
be eligible for payment incentives.

another hot topic of concern to financial 
administrators in 2013, but of more interest 
to hospital administrators, is an expected 
final rule from the Internal revenue service 
said e. drew Cheney, Cpa, principal at Baker 
newman noyes. The rule will detail the Irs’ 
section 501(r) – additions to the require-
ments for hospitals to keep their 501(c)(3) 
status. Cheney said comments have been 
extensive on the rule, but he had no date for 
when the final rule will be issued. ■

hot
CONTINUed FROm page 3
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in 2013, healthcare financial managers will be talking about reimbursement and what’s happening in Washington, D.C. 

tort
CONTINUed FROm page 4

pit one sector of the healthcare indus-
try against the others.

or as rich Umbdenstock president 
and Ceo of the american hospi-
tal association put it in a prepared 
statement after the fiscal cliff deal 
was passed: “While fixing the physi-
cian payment formula is essential, it 
should not be done by jeopardizing 
hospitals’ ability to care for seniors 
and their communities. That’s why we 
are very disappointed at the approach 
taken in this measure.”

While pri-
mary care phy-
sicians have a 
r ight  to  be 
relieved, the 
deal  merely 
keeps steady 
t h e i r  r e i m -
b u r s e m e n t s 
and doesn’ t 
provide  any 
kind of infla-
t ion adjust -

ment, so the primary care docs con-
tinue to fall behind by degrees.

The associations that represent 
doctors, too, have become weary of 
the annual doc fix charade – a fix that 
really isn’t a fix at all. The american 
College of physicians, the american 
academy of Family physicians and 
the american Medical association 
all mustered as much positive as 
they could while knowing that this 
time next year, they will be raising 
the same red flags to fight off the 
cuts again.

perhaps the aaFp’s glen stream’s 
reaction to the 2013 sgr fix puts it 
best: “This is a welcome relief, but it 
is not the solution.” ■

anderson
CONTINUed FROm page 3

Glen Stream
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leadership from the top to institute that sort 
of cultural change, Morris reached out to local 
business and civic leaders in southern Maine.

“I picked people I thought would be able 
to assist others,” she said. “I really looked for 
something they could bring to the table … 
tools or resources or experience or knowledge 
that they had that they could offer to the oth-
ers.”

set up as a team competition, the leaders 
and their organizations are competing against 
each other to create the healthiest, most 
wellness-friendly workplace. Using the health 
enhancement research organization (hero) 
scorecard evaluation, they will be judged on 
how much improvement their organizations 
achieve over the course of a year. They’ll also 
get points for assisting each other.

each competitor has agreed to institute a 
wellness program at their place of business, 
find and mentor another leader in the sec-
ond year of the program and provide financial 
assistance to a school’s wellness program.

In their efforts to best each other, the Ceo 
Champions have the assistance of a wellness 
coordinator, phil derusso, who is helping each 
determine and set goals. 

among those goals, derusso said, are 
to seek employee feedback – find out what 
employees want in a wellness program – and 
to figure out how to best engage employees in 
wellness programs.

each company has goals tailored to its 
needs, derusso said. For instance, anthem 
Blue Cross Blue shield, with 30 percent of its 
workforce telecommuters, is working on strat-
egies to engage those remote workers.

In addition to meeting his personal weight 
loss goals, steve Woods’ company, Tidesmart 
global, one of the smaller companies in the 
Ceo Champions program, is building a well-
ness program from scratch. Using the program 
as an impetus to fast forward plans talked 
about at the company, Tidesmart has recently 
added a fitness room in the basement of the 

company’s headquarters and plans on creat-
ing a walking/running track and a hydroponic 
garden on its six-acre campus.

The essential ingredient of the Ceo Cham-
pions program, Morris said, are the leaders of 
the organizations. If something is important 
to the company’s Ceo, then it has a better 
chance of succeeding, she said, and the lead-
ers participating in the program agree.

“Leadership matters,” said danielle ripich, 

phd, president of the University of new eng-
land. “What I have found is that things I pay 
attention to people tend to pay attention to. 
It just matters. … so if I lay out a challenge, 
the people are pretty responsive. They see the 
value in it. so I think the idea of having the 
Ceos lead it was smart on (MhMC’s) part.”

as a Ceo Champions participant, ripich 
said one of the university’s goals is keeping 
down the costs of healthcare. The university 

covers 90 percent of employees’ healthcare 
insurance premiums. 

ripich has already glimpsed the financial 
impact wellness programs can have. The 
university’s healthcare insurance provider 
returned to the university $278,000 last year 
for under-utilization of the plan. she credits 
the few wellness opportunities the univer-
sity already has in place – including a walk-
ing path, a smoking cessation program and 
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spurred on to meet its CEO Champions goal, TideSmart Global created an on-site fitness room for its employees.

healthy dining choices – for the reimburse-
ment. 

“It showed me the value of hiring yoga 
instructors and having different kinds of pro-
grams – weight management, stress manage-
ment – all of that – because if it keeps people 
healthier than those are student tuition dol-
lars we can use for other things.” 

steve Woods has no doubt that participat-
ing in the Ceo Champions will have financial 
benefits. he, like ripich, has seen the finan-
cial reward to businesses that offer health and 
wellness programs for their employees.

one of the businesses in the Tidesmart 
portfolio is promerica health, a business spe-
cializing in creating mobile health programs 
and health screenings for companies across 
the country. Woods said the companies he 
works with through promerica health see a 
5:1 return on investment when they engage 
their employees on health and wellness.

In Woods’ eyes, the Ceo Champions pro-
gram won’t just bring about better health and 
wellness for his employees – or prod him to 
lose his “sympathy weight.” By demonstrat-
ing that healthcare and conversations about 
healthcare can be fun, it changes the tone of 
the healthcare conversation.

“… so much of our dialogue (around health-
care) in the last couple of years has been con-
nected to the negativity of budgets,” he said, 
“connected to public policy and the affordable 
Care act … health and wellness should be a 
positive thing.” ■
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Reimbursements top the list 
of providers’ concerns in 2013

N
ow that the affordable Care act 
has survived the Supreme Court 
ruling and the presidential elec-
tion, one of last year’s other big 
issues is moving to the forefront 

for 2013: reimbursements. 
as the federal government moves away from 

reimbursing for healthcare services on a fee-
for-service basis in favor of value-based pur-
chasing, providers are beginning to embrace 
new care delivery models. accountable care 
organizations are taking shape, and on Jan. 1, 
106 new aCos started participating in Medi-
care’s shared savings program. 

 “aCos have helped to set Medicare on a 
more sustainable path today and into the 
future, as well as serve as a model for what 
improvements are possible for our nation’s 
healthcare system,” Jonathan Blum, CMS’ 
acting principal duty administrator wrote in 
a recent blog post. 

But not everyone sees aCos in such a posi-
tive light.

In a webcast hosted on Jan. 17 by research 
and publishing firm Irving Levin associates, 
Joshua Nemzoff, president of New hope, 
Penn.-based M&a consulting firm Nemzoff & 
Co., said, “aCos are an interesting academic 
exercise. It sounds good on paper, and every-
one is trying to get in on the act … the concept 
behind it is to reduce the cost of healthcare 
and split the profits. I don’t think that is what 
is going to happen. I don’t see aCos as being 
a savior for anything.”  

the next 12 months will begin to reveal 
whether or not these cost containment strat-
egies have merit and if providers can thrive 

under the new reimbursement regulations. 
another reimbursement problem facing 

healthcare providers is the sustainable growth 
rate (SGR). 

Last year ended with 
a depressing display of 
partisan politics around 
the fiscal cliff that fol-
lowed us right into 2013. 
on Jan. 1, the house 
approved a bill – over 
the objections of several 
conservative Republi-
cans – which avoided 
for one more year a 26.5 
percent cut in Medicare 
payments to doctors as set forth in the SGR 
formula. Physicians have been haunted by 
this looming possibility since 1997, and while 
temporary fixes have been patched together 
for years, a real solution to the SGR is still yet 
to be hammered out. 

this newest version of the SGR quick fix also 
includes provisions that will cut Medicare pay-
ments to hospitals by $10.5 billion and Med-
icaid payments by $4.2 billion over the next 
10 years. 

the news of a one-year plan to kick the can 
even farther down the road and to enact more 
Medicare and Medicaid was not exactly music 
to the ears of hospital financial executives and 
other healthcare industry groups who want to 
see Congress come up with a lasting resolu-
tion, and many in the industry were quick to 
criticize the lack of a permanent solution. 

Glen Stream, MD, board chair of the ameri-
can academy of Family Physicians, said in a 

statement that the one-year reprieve “is a wel-
come relief, but it is not the solution.”

“this last-minute action on the part of Con-
gress is a clear example of how the Medicare 
program is increasingly unreliable for physi-
cians and patients,” said  Jeremy Lazarus, MD, 
president of the american Medical associa-
tion, in a press release.

when I attended a Massachusetts Medical 
Society meeting last october, I saw first hand 
how concerned physicians are about the SGR 
and changes to reimbursements. Massachu-
setts Democratic Gov. Deval Patrick spoke 
to the audience of mostly physicians about 
healthcare as one of the state’s central issues. 
after delivering some prepared remarks, Pat-
rick began a question and answer session. 
one doctor after another grilled the governor 
about payment reforms and new reimburse-
ment models. 

From the questions being asked – and from 
the line of people waiting for their turn at 
the microphone – it was clear that the issue 
of reimbursements was the biggest thing on 
everyone’s mind. It was also evident that Pat-
rick didn’t have any solid answers, although he 
did make promises to do some research and 
give a thoughtful response at some point in 
the future. 

anxiety levels around reimbursements are 
high. No one in any industry would want to 
be threatened with a massive pay cut, and 
while the government experiments with new 
payment structures and refuses to do the 
hard work of fixing the SGR once and for all, 
healthcare providers will continue to be on 
edge about their financial futures. n

Preparing to obtain financing: what 
healthcare executives need to know
W

e heaR a GReat deal about 
healthcare consolidation today. 
the truth is, it has been hap-
pening in earnest for two to 

three years already, and it isn’t showing any 
signs of slowing down. Indeed, as uncertainty 
over the future of healthcare continues to 
build, as bundled pay-
ments continue to strain 
profits and overhead con-
tinues to climb, more and 
more healthcare provid-
ers may consolidate, and, 
in the case of hospitals, 
absorb physician practic-
es to feed patient volume 
and capture economies 
of scale. 

Patient demands are 
also fueling the consolidation trend. thanks 
to the Internet, consumers are well informed 
about the latest diagnostic tools and high-
tech treatment options, and actively seek out 
providers that offer them. they also research 
physicians, opting for those who have the most 
experience and best credentials. and as a 
growing number of patients, particularly baby 
boomers, are seeking treatment, they are also 
demanding private rooms. when regional or 
community hospitals don’t offer these benefits, 

patients go elsewhere. 
of course, all of the expenditures that are 

necessary to stay competitive require capital – 
and lots of it. So how do you secure financing in 
today’s credit environment? If you understand 
what makes a deal attractive to lenders, you’re 
a step ahead of many. here’s what we’d tell 
prospective borrowers if they asked. 

Know what lenders need
when lenders evaluate a potential deal, we’re 
looking primarily at three things: your finan-
cials, your expertise and the quality of care you 
provide your patients. we conduct extensive 
due diligence, and these three things tell us 
who’s seasoned, which comes out in the survey 
reports, and who’s a good healthcare provider 
(and consequently a good credit risk) because 
we can intuit that friends don’t go where others 
have had bad experiences. 

For existing refinancings, among other 
things, we look for strong market share, strong 
market demand and a good strategic plan. By 
‘good,’ I mean that you understand your market 
and your entity’s strengths and weaknesses, 
you’ve given me realistic financial projections 
and you have sufficient research to substanti-
ate the claims you’re making. Don’t sell me. 
Show me. Because if the plan doesn’t paint a 
realistic picture consistent with growth in the 

industry, I’m not buying it. It bears repeating: 
Be sure you can back up your claims. 

If you’re seeking financing for new construc-
tion, in addition to the foregoing, we look for 
strong demographics, a detailed, well-written 
market study to support need and a good capi-
tal structure. we want you to put a sufficient 
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Commit to long-term 
strategic transformation 
to reap rewards

T
o thoSe outSIDe of healthcare, the term 
“transformers” likely evokes images of the 
action-packed movie adventures 
where the development of trans-
formation technology is crucial 

to survival. however, this comparison is not 
entirely unfamiliar to today’s hospital C-suite. 

Many healthcare executives feel similarly 
under siege by forces beyond their control. 
Regulatory and market pressures have forced 
many healthcare organizations to the brink, 
creating a need to pursue continuous innova-
tion and reorientation to cope with the dynam-
ic, unstable environment. there is a sense that 
traditional techniques for analyzing industry dynamics 
and managing organizations have become obsolete. 

Like in the action movies, the successful are trans-
formers.

In sharp contrast to conventional approaches, true 
transformation is a holistic long-term change pro-
gram that goes beyond the level of first-order change 
(incremental alteration of an existing process) to the 
second and third orders of change, during which pro-
cesses and structures are fundamentally reconfigured 
to drive and support new organizational behaviors 
that stand the test of time. 

according to studies appearing in several industry 
publications, the result is deep, meaningful change in 
the culture and cognitive frameworks that drive key com-
ponents of an organization and its success, such as activi-
ties, critical skills, decision mechanisms, organizational 
learning and power structure. 

Research has shown repeatedly that organizations 
that can successfully change their strategic orientation 
and culture will deliver substantially better performance 
over time in both fiscal and non-fiscal measures. Such 
organizations build cultures that emphasize employee 
development, empowerment and participative decision 
making and possess an operating infrastructure that 
offers the discipline and rigor to deliver and sustain 
changes over time.  

the true barriers to progress are those who continue 
to believe that short-term, non-strategic, transactional 

improvement efforts actually yield desired 
results. the academic literature in strategic 
management and marketing validates the con-
cept of better performance yielding improved 
profitability, among other measures, for orga-
nizations that undergo a successful strategic 
and operating orientation change across a core 
set of dimensions underpinned by cultural 
transformation. 

Consider the case of a regional integrated 
healthcare system in the South that invested 
in the implementation of management sys-

tems, strategy activation and culture change. Not only 
did they survive hurricane Katrina due to a transfor-
mation process they had started before the tragedy, 
they achieved revenue growth rate of more than 10 
percent per year, a 35 percent market share, which 
doubled in three years. 

there are many challenges for would-be transform-
ers, including heavy resistance to change and competing 
agendas and incentives. time and time again, organiza-
tions face the reality of sacrificing meaningful change 
in pursuit of immediate results. the mindset of proving 
cost reduction as a gateway to funding longer-term trans-
formation programs creates unsustainable changes, as 
these organizations fail to address the issues underlying 
poor performance, such as organizational silos; fragmen-
tation and conflict; a culture that blocks execution as 
well as a lack of understanding of true cost drivers.  

Cost reduction is not a rite of passage. It is woven 
into an effective operating model for delivering patient-
centered, timely, efficient and equitable care, and should 
not shortcut the true transformation efforts required to 
restore and keep our healthcare organizations vibrant 
in these dynamic times. n

Rob Nelson, MBA, is the global strategy,  

leadership & transformation leader for GE  

Healthcare Performance Solutions. 

amount of equity into the deal. 
Don’t sell me on something you 
wouldn’t personally support. 

Your best investment? 
looK to the future
as far as where to invest, the best 
advice I can give is to look at your 
core operations. how are you 
making money today? Can you 
sustain it? home care used to be 
paid by the visit, but thanks to 
bundled care, payments are now 
episodic. So if you provide home 
care, for example, does your 
current business model make 
sense? If not, you need to shift 
it to keep up with the changing 
environment. 

whY we turn You down
one of the biggest mistakes that 
borrowers make is overpromis-
ing what they can deliver; over-
hyping is a serious red flag. It also 
concerns me when people want 
financing for new construction 
that they insist is a no-brainer 

yet they want to borrow 85 per-
cent of the deal. they’re just not 
being cautious enough. I’m think-
ing: why are they unwilling to put 
much into the deal? and what’s 
the minimum amount of money 
they need to make each month 
to pay me back? If they default, 
what do I get in return? Do I real-
ly want the collateral? those are 
all things that affect our decision, 
and you have a better chance of 
a loan if you can anticipate and 
address them.  

while some of these points may 
seem obvious, you’d be surprised 
how often borrowers come to us 
unprepared. If you want financing, 
understand that we can be review-
ing 100 loans at any given time. 
If your application is incomplete, 
we’ll move on and work on the 
package that’s got all the infor-
mation we need while waiting for 
your additional information. Be 
as buttoned up as possible, and 
convince us you’re a good risk. n

Matthew Huber is a senior  

vice president at First Niagara 

Bank, N.A.

huber
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Christine Cassel, MD
President-elect
national QualitY forum

washington, d.C.

our readers are largely financial man-
agers, from private physician practic-
es to large healthcare systems. what 
role can nQf play in the financial 
manager’s world?
One of the approaches to try to improve 
value in healthcare is to pay people differ-
ently, and that includes hospitals and physi-
cian groups and individual physicians. One of 
the approaches to that is directly related to 
performance measures and how the patients’ 
care is evaluated by a set of measurement 

tools. Some of it is linked directly to payment and some of it is sort of built into an 
accountability framework in these global payment schemes. So I think the finance 
people are going to be more and more looking at quality performance. …

what do you plan to do during your tenure at nQf  
and how long will you stay?
My intention is to do what I can there. What I did at American Board of Internal 
Medicine – let me just put it in that context. I was there for 10 years. I think that, 
together with the leaders on the board and other members of the medical specialty 
board community, that we were able to really accomplish a lot – to transform what 
board certification meant and to have it much more aligned with all of these other 
requirements that doctors are being asked to comply with. Going to NQF is a great 
opportunity for me. I look forward to being engaged more directly with the broader 
healthcare community, not just the medical community, although that continues 
to be an important part of it. That to me is what’s fun about it. Right now I’m not 
looking at what the limit of time is there. I’m looking at what I can really accomplish 
with the board.

what experiences as a physician and as abim president  
and Ceo will you bring to nQf?
I have experience with what kinds of measures are useful in the doctor-patient 
relationship and in the hospital when the patient is actually receiving care, and 
how those measures can be clinically meaningful and very helpful to physicians or 
healthcare teams as they’re trying to improve care. I think that experience will be 
very relevant to what NQF is doing.

– Interviewed by Stephanie Bouchard, Managing Editor
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Medical schools,  
teaching hospitals had 
econoMic iMpact in 2011
A recent economic impact analysis of the 
Association of American Medical Colleges 
(AAMC)-member medical schools and teach-
ing hospitals found they had a combined eco-
nomic impact of $587 billion and supported 
close to 3.5 million jobs directly or indirectly 
in 2011. Since 2008, when the last analysis 
was completed, the total employment impact 
of these healthcare organizations grew by 
4 percent. The AAMC-member schools and 
teaching hospitals also generated more 
than $34 billion in total state government 
revenue in 2011 through state income taxes 
and commerce with local businesses. This 
was a $12 billion increase since the 2008 
analysis. 

study found that certain 
social factors were tied to 
higher readMission rates 
A study published in the Journal of Gen-
eral Internal Medicine, found that a broad 
range of social factors affect the risk of 
post-discharge readmission and mortality. 
The study authors examined data from 72 
previous studies that evaluated the reasons 
patients may have died or been readmitted 
to the hospital for problems associated with 
pneumonia and heart failure over the last 30 
years and found that age, race, employment 
status, living situation and income level of a 
patient all may have played a part.

study finds Mixed  
financial incentives for 
hospitals to reduce 
surgical coMplications
Researchers from the University of Michigan 
found that a hospital is reimbursed approxi-
mately $36,000 for a patient that experi-
ences surgical complications, compared to 
around $24,000 for a patient with no com-
plications. According to a report published 
in Health Affairs, while fewer surgical com-
plications is an indicator of better patient 
safety and higher quality care, for a hospital 
performing 10,000 inpatient surgeries per 
year, annual cash flow could drop by $1.2 
million for each 1 percent drop in the com-
plication rate.

hospitals could face  
$53.3B increase in 
uncoMpensated care costs
According to a report from the National Asso-
ciation of Public Hospitals and Health Sys-
tems (NAPH), hospitals could possibly face 
a $53.3 billion increase in uncompensated 
care costs by 2019 if states forgo expand-
ing their Medicaid programs. According to 
NAPH, the increasing number of uninsured 
Americans will also coincide with a total of 
$14.1 billion in Medicaid DSH reductions. 

Overuse of ambulatory care services 
continues to plague healthcare system
Analysis shows little 

improvement of 
inappropriate care

By Kelsey Brimmer, Associate Editor

CHICAGO – In a recent analysis 
of nationally representative data 
published in the Archives of Inter-
nal Medicine, a JAMA Network 
publication, significant improve-
ment in the delivery of underused 
care was shown. However, the 
overuse of ambulatory healthcare 
services hardly changed between 
the years of 1998 and 2009.

Minal S. Kale, associate of 
general internal medicine at 
the Icahn School of Medicine at 
Mount Sinai in New York, along 
with her fellow authors, set out 
to explore whether the overuse 
and misuse of healthcare ser-
vices in ambulatory settings had 

decreased in the last decade.
They conducted an analysis 

using data from the 1998, 1999, 
2008 and 2009 National Ambulato-

ry Medical Care Survey (NAMCS) 
and the outpatient department 
component of the National Hos-
pital Ambulatory Medical Care 

Survey (NHAMCS). 
 “In our examination of ambula-

tory care, we found an improve-
overuse See PAge 13
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in a recent analysis of data, overuse of ambulatory healthcare services hardly changed between the years of 1998 and 2009.

Hospitals implement 
programs to boost 
care coordination
UCSF reduces heart  
failure readmission 
rates by 46 percent
By Kelsey Brimmer, Associate Editor

A
S HOSpITAlS fACe 
peNAlTIeS for read-
missions, they are 
implementing pro-

grams to enhance care coordi-
nation to keep patients from 
returning to the hospital.

Using a grant-funded program 
to reduce hospital readmissions 
for elderly patients with heart 
failure, the University of Califor-
nia, San francisco (UCSf) Medi-
cal Center was able to reduce 
rates of heart failure readmis-
sions over a two-year period by 
46 percent within 30 days of hos-
pital discharge and by 35 percent 
within 90 days.

According to The Common-
wealth fund’s recent case study 
on the UCSf Medical Center 
program, the hospital initiated 
the program in late 2008 in col-

laboration with the Institute for 
Healthcare Improvement (IHI).

program coordinators were 
hired to provide enhanced 
patient education and follow-

transitions See PAge 14

Missouri rural 
hospital implements 
plan to improve 
patient satisfaction

Sacred Moments program  
focuses on human connection

By Kelsey Brimmer, Associate Editor

KeNNeTT, MO – As a strategy to improve its patient satisfac-
tion scores and re-establish the human-to-human connection 
between patients and caregivers, Steve pu, DO, medical director 
at Twin Rivers Regional Medical Center in 
Kennett, Mo., helped establish an initiative 
called Sacred Moments in January 2012.

After partnering with experiaHealth, a 
healthcare consulting firm, on the initia-
tive, Twin Rivers, a rural hospital in one of 
the poorest districts in the country, was 
able to increase its Hospital Consumer 
Assessment of Healthcare providers and 
Systems (HCAHpS) scores by 25 percent.

pu said that much like many other rural 
hospitals in the country, Twin Rivers has been struggling with 
recruiting quality physicians, having enough necessary resources 
and a lower health literacy rate among patients, which often 
leads to lower patient satisfaction scores overall.

“We are suffering from a lack of jobs in the area and poverty 
patient See PAge 15

Tiffany Rodery
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with the implementation of a 
grant-funded program to reduce 
hospital readmissions for elderly 
patients with heart failure, UCSF 
Medical Center was able to reduce 
rates of heart failure readmissions by 
46 percent within 30 days of hospital 
discharge using certain care 
coordination methods.
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ment in most of the underuse mea-
sures, but limited changes in the 
delivery of inappropriate care. This 
study didn’t include all of the quality 
measures, but just the ones we were 
able to measure in our specific data 
set,” said Kale. “I think it’s interest-
ing because it really sheds light on 
the efforts made by the healthcare 
system towards making sure people 
get the care that is needed and ben-
eficial, but very little attention is 
paid to the inappropriate or overuse 
of care – the care that is given that 
has little benefit or has some risk 
to the patient or healthcare system 
attached to it.”

Kale added that she believes there 
are several factors that lead to the 
overuse of care and that both clini-
cians and patients play a role.

“We have a culture where more 
testing is always better. There’s also 
these incentives for physicians to do 
more testing, and I think patients can 
sometimes drive overuse in the fact 
that a lot of patients believe that if 
it can be tested, it should be because 

many don’t understand the potential 
risks to themselves,” said Kale. 

“I think (overuse of care) is 
clearly a big problem and I don’t 
think anyone knows the extent of 
what it’s costing us,” said Deborah 
Korenstein, associate professor of 
medicine at Icahn School of Medi-
cine at Mount Sinai. “Also, no one 
really knows why this happens, but 
I think there are a lot of complicated 
reasons. I think doctors often feel 
better doing something (like vari-
ous medical tests), rather than not 
doing anything. patients also have 
this sense as well. Also, due to mal-
practice reasons, doctors are afraid 
to miss things.”

Kale said there needs to be more 
funding and research that examines 
the overuse of care, and that health-
care organizations should be more 

overuse
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vigilant about creating situations 
where clinicians can have conver-
sations with patients about the ben-
efits and risks of certain health tests.

Salomeh Keyhani, an author of 
the report and assistant professor of 
health evidence and policy at Icahn 
School of Medicine at Mount Sinai, 

noted that healthcare executives 
should begin to develop new mea-
sures for overuse of care and have 
clinicians report them.

“for instance, there are patients 
who have had a hysterectomy and 
have no uterus who are still being 
screened annually for cervical 
cancer,” Keyhani said. “These are 
the types of things that could be 
addressed. I think we need more 
quality measures related to over-
use. It’s not really clear that the 
new health payment financing 
models that are being tested, like 
accountable care organizations, 
can really reduce inappropriate 
care as no overuse measures will 
be publicly reported.” n

“I think (overuse of 
care) is clearly a big 
problem and I don’t 
think anyone knows 
the extent of what 
it’s costing us.”
– Deborah Korenstein

“It’s not really clear that the new health 
payment financing models that are being tested 
... can really reduce inappropriate care as no 
overuse measures will be publicly reported.”
– Salomeh Keyhani
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“Sometimes you don’t want to 
share the difficult issues you are 
having, but for us it’s about being 
transparent and making 
improvements for a better 
outcome for the patient.”
– Peg Bradke 

up care connections to promote 
the elderly patient’s successful 
transition to home or to skilled 
nursing care.

The program started out with 
a target population of Medicare 
patients age 65 and older (aver-
age was age 80) hospitalized with 
a primary or secondary diagnosis of 
heart failure (representing approx-
imately 700 admissions during the 
year the program began).

transitions
CONTiNUeD FROM PAge 12

“They worked systematically over 
time to build a program with sev-
eral key components,” said Douglas 
McCarthy, senior research advisor 
at The Commonwealth fund. Those 
components included testing their 
patients’ knowledge about their 
conditions and tailoring education 
to them, follow-up phone calls and 
home visits and team-based care.

 Another IHI program, called the 
STate Action on Avoidable Rehospi-
talizations (STAAR) initiative, has 
been working with a number of 
hospitals in Michigan, Massachu-
setts and Washington to reduce 
avoidable rehospitalizations and 
improve transitions in care by pro-
viding strategic guidance, support 
and technical assistance to hospi-
tals and cross-continuum teams.

According to peggy Segura, a 
nurse practitioner who formerly 
led the STAAR team at Sinai-Grace 
Hospital in Detroit, Sinai-Grace 
started working with the STAAR 
initiative after deciding that their 
readmission levels for heart failure 
patients were too high.

Segura said after initiating the 
program in 2009 with a heart fail-
ure readmission rate of around 40 
percent, the rates dropped to 12 
percent for heart failure patients 
being readmitted for heart failure 
and 18 percent for all-cause read-
missions for heart failure patients.

“We kept costs down this way, but 
most important are the patients 
and not sending them out the door 
without the right information,” she 
said. “It’s just the right thing to do. 
If we don’t hear our patients’ sto-
ries and their concerns, how can we 
facilitate and provide the best care 
for them? We also had heart failure 
support groups and clinics for the 
uninsured.”

peg Bradke director of Heart 
Care Services at St. luke’s Hos-
pital in Cedar Rapids, Iowa, has 
been working with the STAAR ini-
tiative at her organization since 
2009 and said that her organiza-
tion has become more comfortable 
over time with having transparent 
dialogue between departments and 
across the continuum of care.

“Sometimes you don’t want to 
share the difficult issues you are 
having, but for us it’s about being 
transparent and making improve-
ments for a better outcome for the 
patient,” she said. “Our home care 
services, physician clinics and hos-
pital – we’re really looking at care 
from a big viewpoint – not in silos.” 

Bradke added that part of the 
reason the STAAR initiative has 
been so successful at St. luke’s 
when it comes to cross-continuum 
participation and alignment is the 
amount of top-level administration 
support she and her co-workers 
received for implementing the 
program.

She said they’ve also learned 
from things that don’t work. “It’s a 
learning environment and it takes 
a lot of interventions to get your 
coordination where you want it,” 
she said. n
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– and all those things factor in. I 
think certainly in rural areas, people 
don’t always know how to make good 
choices about their health, and more 
and more we’re seeing that physi-
cians don’t want to come to rural 
areas,” said pu.

partnering with experiaHealth on 
the Sacred Moments initiative was 
a chance for Twin Rivers to do what 
they could to improve the experi-
ences their patients were having 
at the hospital by focusing on their 
particular fears and concerns within 
the first 15 minutes of arriving at the 
door, pu said.

“It’s about asking patients, ‘who 
do you have as a support system?’ 
Just having that human-to-human 
connection again is important. We’re 
trying to relate to people as people 
again rather than just another 
patient coming in, which is unfortu-
nately what a lot of the medical field 
has turned into,” said pu.

He added that the Sacred 
Moments program not only improves 
the patients’ experiences at the hos-
pital, but also the clinicians’ experi-
ences with their patients.

“from the patient perspective, 
they feel cared for again. It’s about 
what matters to them in their 
hearts, and in medicine we’ve got-
ten away from that a little,” he said. 
“from the employee side, it helps 
them reconnect back to why they 
got into healthcare in the first place 
– to care for patients. A lot of times 
clinicians are so busy they haven’t 
had time to really care about their 
patients like this. It’s an opportu-
nity to get back to their calling and 
doing something meaningful. It’s a 
win-win in my opinion.”

Twin Rivers Regional Medical 
Center certified respiratory thera-
pist Tiffany Rodery said it’s been a 
struggle at times to convince nurses 
and clinicians that despite the fact 
that they may give great medical 
care, there’s been the human con-
nection piece missing.

“Clinical people here were raised 
to operate off of medical diagnosis 
and we are very efficient in that way. 
But we lost that human connection 
along the way so it’s hard to convince 
people there’s more we can do for 
our patients because we’re so effi-
cient at saving lives,” she said. “The 
things that stand out to patients the 
most, though, are the little things 
like when their nurse brought them 
an extra blanket or remembered 
their name and who they were.”

The success of the Sacred 
Moments program at Twin Riv-
ers has inspired experiaHealth 
to launch a one-year program, the 
Rural Health experience Innova-
tion Network, said Steve Jackson, 
vice president at experiaHealth. 
The Rural Health experience 
Innovation Network is dedicated 
to designing and spreading new 
experience innovations in rural 
hospitals and healthcare systems 
and is modeled after the Sacred 

patient
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as a strategy to improve its patient satisfaction scores and re-establish the 
human-to-human connection between patients and caregivers, executives at Twin 
Rivers Regional Medical Center worked on an initiative called Sacred Moments.

Moments program at Twin Rivers.
“from an industry perspective, 

when we get into organizations 
today, there is a significant focus 
on the organization running in a 
more lean manner with checklists, 
many nursing tasks that need to be 
completed and relentless focus on 
length of stay. And what was alluded 
to across the country is we no longer 
take the time or think to ask patients 
what their greatest fears or concerns 
might be,” said Jackson. 

The Rural Health experience 
Innovation Network is supported 

by the Health forum, an American 
Hospital Association company, and 
guides rural hospitals and health 
systems in designing new frame-
works to improve patient and 
employee experiences. Success 
for the 12-month program will be 
measured by HCAHpS improvement 
scores, and participants will create 
regional showcase sites to serve as 
demonstration models of exception-
al patient and staff experience and 
the development of standardized 
patient experience metrics, said 
Jackson. n
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nationally representative sample to 
describe the U.S. population’s access 
to after-hours care through their pri-
mary care offi ce. 

Ann S. O’Malley, MD, HSC senior 
fellow and author of the study, ana-
lyzed data from HSC’s 2010 Health 
Tracking Household Survey, which 
included responses from 9,577 
patients with a usual primary care 
source. Of those 9,577 patients, 40.2 
percent reported that their providers’ 

practice offered after-hours (evening 
and weekend) offi ce visits, and 1,470 
reported trying to contact their pri-
mary care practice after hours in 
the previous 12 months. Of the 1,470 

people who tried to contact their 
practice, 20.8 percent reported it was 
“very diffi cult” or “somewhat diffi cult” 
to reach a clinician after hours.

O’Malley found that 30.4 percent 

of patients with after-hours access to 
their primary care providers reported 
emergency room use, compared to 
37.7 percent of those lacking after-
hours access. She also found that 

patients with access to after-hours 
care reported a significantly lower 
rate of unmet medical need: 6.1 per-
cent versus 13.7 percent of those lack-
ing after-hours access. 

“We found that practices that took 
an approach to improving access to 
care with some form of after-hours 
care, whether it be in-house, by phone 
or agreements with urgent care cen-
ters, really made a huge difference in 
their continuity of care and avoiding 
unnecessary emergency department 
visits,” said O’Malley. 

While it’s often “unrealistic” 

access
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to expect primary care offices to 
always offer after-hours care for 
their patients, said O’Malley, many 
practices are trying to come up with 
arrangements that allow for better 
access. 

One way to improve access to pri-
mary care is for practices to focus 
on improving 
same-day access 
said David Mar-
golius, MD, an 
internal medi-
cine resident 
in the primary 
care track at 
the University 
of California, 
San francisco, 
and author of a UCSf analysis called, 
“Redesigning After-Hours primary 
Care.”

“A lot of practices at the moment 
if you were to call for an appointment 
– even for an established patient – 
they’ll tell you that there’s a six- to 
eight-week wait,” he said. “There 
have been fi xes for this. Some inter-
ventions include carving out same-day 
access slots for every day of the week 
that are on a fi rst-come, fi rst-serve 
basis. That’s one workaround.”

Another idea is the team-based 
approach.

“One of the ideas, and the jury is 
still out about this, is that not all of 
the care coordination should be the 
responsibility of the physician,” said 
Steve Zuckerman, from the Urban 
Institute. “Make it a team-based 

approach to 
care with nurs-
es, social work-
ers, etc. They 
can provide 
backup for phy-
sicians or teams 
of physicians 
can provide 

backup for 
each other.” 

O’Malley noted that primary care 
offi ces often don’t receive enough in 
reimbursement payments from Medi-
care and Medicaid when it comes to 
providing improved access to care, 
which could be part of the reason 
many don’t offer after-hours care.

“Right now, many offi ces just don’t 
get enough in reimbursements and 
that needs to be considered when 
it comes to our country’s payment 
system,” she said. “patients being 
cared for in the right settings with 
less unnecessary emergency depart-
ment use will translate into savings 
and decrease our costs.” n

“Right now, many offi ces just don’t get enough in 
reimbursements and that needs to be considered 
when it comes to our country’s payment system.”
– Ann O’Malley

David Margolius

Steve Zuckerman
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SHIFting Into 
Healthcare 
reform
By John Casillas, Senior Vice President,  
HIMSS Business Centered Systems

T
he CuRReNtS ARouNd healthcare transforma-
tion are quickening, unleashing new oppor-
tunities for improv-
ing the business of 

healthcare. the solutions, how-
ever, aren’t always so obvious.

With one month out before 
hIMSS annual conference, where 
some 40,000 professionals will 
gather to share and exchange 
ideas, I want to tell you about the 
Summit for healthcare Information 
and Financial technology (ShIFt) 
which will be held concurrently with hIMSS13 start-
ing with the ShIFt Networking Gala sponsored by Ge 
healthcare on March 4, from 6-8pm and then a full day 
of education on March 5 at the hilton New orleans 
Riverside hotel, Versailles Ballroom.

 the Summit addresses pragmatic solutions for health-
care stakeholders and utilizes a fundamental change in 
thinking in the marketplace of ideas—linking banking and 
health It systems to foster systemic efficiencies across 
the many layers of healthcare business transactions.

 Medical banking impacts remittance management 
operations, making financial information available in real 
time for effective enterprise management. It also creates 
profound ways to engage the consumer using common 
technology platforms like online banking, smartphones 
and more. Streamlining and improving the consumer 
payment experience is a key area of focus in the future 
of healthcare.

 the educational line up is dynamic and highly infor-
mative. Check out the titles:

■n Accountable Care Act: the Business Side of Care
■n Case Study in Collaborating to Solve the Patient 

Payment Paradigm
■n Managing time-of-Service Collections in an 

evolving Industry
■n Public and Private health Insurance Marketplaces’ 

ShIFt of Power
■n the Cyber ACo: Securing Integrated delivery 

Systems from Cloud to Mobile
 We’re anxious to share our program with you and 

think you’ll find the presentations highly relevant to your 
business needs. Supported by Ge healthcare, emdeon, 
Citi, InstaMed, Kaiser Permanente, Sentry data Systems 
and optum, and a stellar educational committee, ShIFt 
provides the kind of information healthcare financial 
executives need to anticipate, plan and solve business 
problems.

 We hope to see all of our readers at the Summit!  
For more information, visit www.himss13.org and look 
under “Specialty Programs”. n

It’s no big secret that, as healthcare providers and insurers seek to streamline 
administrative operations, banks will play a significant role. vincent marzula, senior 
healthcare market manager at BNY Mellon, has had a front row seat on these 
developments for nearly 15 years. As the chief architect of BNY Mellon treasury Services’ 
healthcare market revenue cycle strategy, Marzula is active in creating healthcare’s 
financial market place of the future. he recently took a few moments to share BNY Mellon’s 
efforts – and those of the banking community as a whole – in these efforts.

Q: on which areas will bnY mellon be 
focusing its healthcare efforts in 2013?
Marzula: traditionally, we provide revenue 
cycle services from end to end, but we are now 
focusing more on data analytics – a combina-
tion of the revenue cycle on the operations side, 
Asset Servicing/Management, and the payment 
obligation side. We are putting that information 
into one dashboard view and providing deci-
sion support to our clients. the dashboard pro-
vides financial performance metrics, revenue 
forecasting and tools for healthcare providers 
and insurers to make better financial decisions. 
With this effort, we are combining basic rev-
enue cycle/medical banking, asset servicing 
and asset management information to provide 
true business intelligence to our clients.

Q: what things are you doing to address industry 
changes as a result of healthcare reform?
Marzula: Last year we rolled out a product 

for medical loss ratio that helped many insur-
ance companies provide rebate payments 
back to consumers. We are also working on 
the payment changes required under NAChA 
that adopted the NAChA CCd+ as the standard 
transaction format under the Affordable Care 
Act for healthcare electronic Funds transfers 
(eFts) and helping the payer industry by 
allowing them to deliver payments across the 
network. We have a payer portal solution in 
production with over 800,000 provider types 
on file, including banking information. the aim 
is for payers implemented onto this solution 
to achieve quick RoI by moving from paper to 
electronic processes.

Q: what trends do you foresee for medical 
banking in the future?
Marzula: Banks are trying to figure out how 
to fully participate in this space. there are a 
few banks that have figured out how to expand 

past medical lockbox image conversion and 
edI 835. I see those banks making investments. 
the other banks will probably remain close to 
the payment streams. Smaller banks are follow-
ing the traditional banking industry versus look-
ing at different ways to expand their presence.

Q: what are the barriers to more banks 
entering this market?
Marzula: In my opinion, once solutions move 
past traditional medical banking, the revenue 
cycle process becomes difficult for banks… 
they need to know how a provider organiza-
tion (a hospital) works and understand their 
processes, which lie outside the scope of tra-
ditional banking. You really need to have a very 
strong industry understanding of the revenue 
cycle, from access management to billing and 
the receivable process. I think most banks will 
stay on the receivable side with traditional 
medical banking solutions. n

Protecting PHI is serious business
By Bill Fox, Principal, Booz Allen Hamilton

t
He AffordAble Care Act (ACA) is now the 
law of the land. The Supreme Court decision 
and the President’s reelection mean health-
care organizations across the United States 

are rapidly implementing reform-oriented initiatives. 
These initiatives are exciting, offering the promise 

of improved quality and more efficient care delivery. 
Much of this promise is predicated on a more fluid 
exchange of information. Increasingly, providers and 
patients will utilize mobile devices, tablets, and portals to inter-
act with one another and to access data from health informa-
tion exchanges and similar entities. further, this information 
will flow between healthcare organizations’ servers, the cloud,  
and a variety of mobile devices and similar, innovative platforms. 
This future is quickly becoming a business reality. 

As healthcare organizations respond to this change in real-time, 
they need to be keenly aware of the cyber security implications. 
Protecting personal health information (PHI) is the bedrock to 
implementing these initiatives. According to a report recently released 
by research firm the Ponemon Institute, 94 percent of healthcare 
organizations have had at least one data breach in the past two years. 
further, Ponemon calculated the average economic impact of data 
breaches for organizations represented in its study to be $2.4 million. 

These statistics are based on yesterday’s operational healthcare 
environment – they will get worse. Health reform initiatives will 
involve more data, financial data, higher volume and more fre-
quent information exchange, and more human hands (generally 
the weakest link in the security value chain). 

The HHS office of Civil rights (oCr), is rapidly increas-

ing pressure on organizations to develop the ability to 
constantly identify and respond to data breaches. oCr 
director leon rodriguez, said in a story last month in 
Healthcare IT News that his office will be auditing what 
organizations do to analyze the “root cause” of breaches 
and what actions are then taken to “decisively to deal 
with those issues, to identify the reasons for the breach.” 

The weight of evolving security requirements, specter 
of potential breaches and associated penalties, reputa-
tional harm, and patient safety concerns should not be 

barriers that prevent healthcare organizations from implement-
ing reform initiatives. With each step, healthcare organizations 
need to use diagnostic tools, processes, and solutions that drive 
operational requirements and ensure data security. 

Solutions for this provide a number of benefits:
■n fully account for all operational factors that are critical to 

secure, timely information exchange; map operational factors to 
regulatory requirements, such as HIPAA, HITeCH, and NIST;

■n Assist with identifying, prioritizing, and sequencing actions 
that may be necessary to address identified needs/gaps; and

■n Provide a repeatable, transparent means to monitor and 
ensure improvement over time.

Today’s evolving information security requirements demand 
the C-Suite’s attention. Implementation of the ACA requires PHI 
to be stored, analyzed, and accessed in new ways – mobile, tablet, 
portal, smart phone, and cloud - fundamentally requiring new 
approaches to information security and protection. It is incum-
bent on healthcare organizations to incorporate cyber security 
into their strategies now and take deliberate, proactive steps to 
protect their customers’ private health and financial data. n

Q&A with Vincent Marzula

looking to the future of medical banking

John casillas

bill Fox

vincent marzula
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Doctor training  
program grant
South Nassau Communities Hospital is 
one of 17 hospitals receiving funding from 
the New York State Department of Health’s 
Doctors Across New York Ambulatory Care 
Training Program. The program is used to 
help train and place doctors in New York’s 
underserved communities. Doctors serve in 
a variety of settings and specialties. South 
Nassau will use its funding of $303,187 to 
expand training opportunities for medical 
residents and to educate medical students 
in non-hospital-based ambulatory care sites.

Washington surgeons  
set neW guiDelines for 
patient safety
Surgeons in Washington state have partnered 
with the Strong for Surgery program to create 
pre-surgical checklists of standardized guide-
lines for pre-operative care. The new check-
lists are in use in addition to the SCOAP sur-
gical checklist Washington state had already 
adopted in 2010. The new checklists assess 
whether patients have surgical risks that can 
be changed before surgery and provide inter-
ventions to reduce risk. The checklists focus 
on nutritional support, reducing cigarette 
smoking, reviewing and coordinating medica-
tions and improving diabetes before surgery.

neW ncQa certification 
program iDs meDical  
home experts
In January, the National Committee for Qual-
ity Assurance launched the Patient-Centered 
Medical Home Content Expert Certification 
program. This certification gives individuals 
a way to demonstrate their knowledge and 
understanding of the NCQA PCMH model and 
offers practices seeking NCQA recognition 
as medical homes a way to determine which 
consultants and professionals are qualified 
to help them achieve their goal. To earn 
certification, professionals must complete 
two PCMH education seminars and pass 
an exam demonstrating their knowledge 
of NCQA PCMH standards and guidelines, 
application procedures, survey processes 
and documentation requirements. The cer-
tification is for two years and is renewable.

aaahc opens  
meDical home on-site  
certification program
The Accreditation Association for Ambula-
tory Health Care has opened its On-Site 
Medical Home certification program to all 
organizations interested in evaluating their 
services against AAAHC’s recognized stan-
dards for patient-centered medical homes. 
AAAHC’s program includes an on-site visit by 
AAAHC surveyors who will assess the PMCH 
transformation process. AAAHC also offers 
medical home accreditation as an option.

Doctors and 
disability insurance 

Know your 
definitions
By Stephanie Bouchard,  

Managing Editor

NEW GLOUCESTER, ME – Many 
doctors may feel they are covered 
by the disability insurance they 
purchase, but that might not be 
the case and they may find them-
selves in a world of hurt. Some 
insurance industry experts are 
warning doctors to pay attention 
to the definition of disability in 
their policies. 

“Maybe the key issue we see 
happening right now … is the 
definition of disability,” said 
Jeff Brunken, president of the 
MGIS Companies, a Salt Lake 
City-based provider of physician 

insurance and services products. 
“For physicians this is important 
because that’s what determines 
if the insurance policy will pay a 
claim. That’s what determines if 
you’re considered disabled under 
the policy.”

Brunken said some disability 
policies are all or nothing propo-
sitions. Such policies won’t pay 
out unless the doctor is com-
pletely disabled – meaning he 
or she can’t perform any type 
of medicine, not just his or her 
specialty.

Often, a doctor may become 
partially disabled – a surgeon 
hurts her hand, for example. 
She can still see patients but not 
perform surgery. If the surgeon 
wasn’t attentive to the policy’s 
definition of disabled, Brunken 

insurance SEE PAgE 19
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Doctors need to pay attention to definitions of income and disability in 
their disability policies to minimize their exposure.

The need for business 
intelligence tools 

They can be affordable for  
small companies

By Stephanie Bouchard,  Managing Editor

NEW GLOUCESTER, ME – Business intelli-
gence tools are often touted as business must-
haves, but many small medical practices and 
other small healthcare companies worry about 
the cost of such tools. BI experts and users say 
there are affordable options out there.

Bryon Viechnicki’s, DMD, practice man-
agement software company offers custom BI 
reports, but he said getting those reports from 

the company is cost prohibitive. Instead, he 
uses computer queries and Excel functions to 
crunch data in his Pennsylvania-based dental 
practice. With a calculation system he devised, 
he can find out which treatment visits accom-
plish the best results in the least amount of 
time. He also uses these tools to determine the 
success of marketing opportunities.

“Without a doubt, the biggest boon for my 
practice has been using business intelligence 
to evaluate treatment efficiency,” he wrote 
in an email to Healthcare Finance News. He 
expects that he’ll use BI more and more to 

bi SEE PAgE 20

Becoming a 
behavioral 
health home
What are the operational 

considerations?
By Stephanie Bouchard, Managing Editor

T
HE TaLk aBOUT integrating 
behavioral health and primary 
care has become more intense 
in recent years and the federal 

government has been offering grants to 
organizations to begin pilots to figure 
out how best to make the integration 
work. One option is the behavioral 
health home – the health home model 
situated at a behavioral health agency.

Becoming a behavioral health home 
(BHH) is a real opportunity said Lau-
rie alexander, PhD, a behavioral health 
consultant, and Benjamin Druss, MD, 
a professor at Emory University’s Rol-
lins School of Public Health, during a 
webinar held in mid-January. 

The webinar was convened by the 
Substance abuse and Mental Health 
Services administration’s (SaMHSa) 
and the Health Resources and Ser-
vices administration’s (HRSa) Center 
for Integrated Health Solutions and 

bhh SEE PAgE 21
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said, she may find herself facing a 
dramatic loss of income because 
the policy will consider her only 
partially disabled.

Having a disability insurance 
policy with a definition of disability 
tied to her specialty “saved my life,” 
said a former internist who asked 
that her name be withheld because 
even after being disabled for more 
than a decade, she is uncomfort-
able with the label and the stigma 
some people attach to it.

The former internist became 
disabled by chronic, severe depres-
sion following a nervous breakdown 
after one of her employees embez-
zled money from her practice. She 
was unable to recover all of the 
money owed her practice and closed  
the practice.

“I went to bed and didn’t get 
up for 18 months, basically,” she 
said. Over time, she realized she 
wouldn’t be able to return to prac-
ticing as an internist. Because her 
policy’s definition of disability was 
tied to her specific specialty, she 
could practice a different specialty 
and still get disability payments – 
she just can’t return to practicing 
as an internist. She hasn’t returned 

to practicing medicine but still 
receives a guaranteed, fixed income 
because of her disability policy.

“It was totally unexpected that 
I would ever need disability,” she 
said. “I’m so glad I made those (dis-
ability insurance) payments every 
month. … You do have to be careful 
about what you’re buying.”

another aspect of disability 
insurance doctors should pay care-
ful attention to is the policy’s defi-
nition of income, said Mark Dayton, 
vice president of marketing at the 
MGIS Companies.

With more physicians join-
ing group practices or becoming 
employed or who are in new struc-
tures, like accountable care orga-
nizations, they often find their 
incomes at least partially made up 
of incentive pay. If their disability 
insurance policies define their ben-
efit based on base pay, physicians 

insurance
CONTINUED FROM PAgE 18 “You don’t want a disability 

policy calculating your benefit 
off of 20 percent of your income. 
That happens commonly.”

– Jeff Brunken

with an income including incentive 
pay will find themselves exposed.

“You’ve got to be really care-
ful that you understand how that 
policy defines your income,” Dayton 
said. “We’ve seen people get really 
burned where they maybe move 
into a new situation where there’s 
a lot more incentive pay yet their 
policy defines it as their base pay.”

 “You don’t want a disability 
policy calculating your benefit off 
of 20 percent of your income,” 
added Brunken. “That happens 
commonly.” n

“You’ve got 
to be really 
careful that 
you understand 
how that policy 
defines your 
income. 
We’ve seen 
people get 
really burned ... ”

– Mark Dayton  
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continue to improve the care he 
gives his patients.

“Other small practices should, at 
the very least, see how BI tools can 
improve their practices,” he said. “a 
small practice should invest in BI 
when it can deliver extra value to 
patients through improving patient 
care or decreasing the cost of doing 
business.”

From Dan Hogan’s perspective, 
BI tools are a must have for small 

bi
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practices and healthcare companies. 
Hogan used to own a home health 
agency but now is the president and 
CEO of Medalogix, a company that 
offers a predictive modeling tool 
designed specifically for the post-
acute care market.

“This is an innovate or die situ-
ation for the post-acute providers 
in the healthcare world,” he said. 
“and it’s the same thing for the hos-
pitals. Hospitals have to approach 
the delivery of care very differently. 
They have to improve outcomes 
and reduce costs or they will not be 
around.”

It is the ability of BI tools to help 
improve financial and clinical out-
comes that make them so attrac-
tive to healthcare businesses large  
and small.

“These technologies are very pow-
erful,” said Bimal Naik, chief client 
officer of CitiusTech, a healthcare 
technology solutions and services 
company based in Princeton, N.J.

BI tools can slice and dice data to 
do such things as identify patients 
who need particular services, man-
age billing cycles and accounts 
receivables and keep track of con-
tracts, but because many are cost 
prohibitive, and because many small 
medical practices and healthcare 
companies do not have the techno-
logical know-how, Naik said that it is 
not often practical that such compa-
nies directly invest in them.

Naik said it makes more sense 
for small practices and healthcare 
companies to rely on an aggregator, 
a company or organization that cen-
tralizes the technology and performs 
the analytics. an aggregator can be 
an electronic health record software 
provider or, increasingly, health 

insurance exchanges, he said. “They 
can’t afford not to have access to the 
(BI tools) but the way to have access 
to (them) is not necessarily buying 
the entire (package) and hosting it 
and managing (it),” he said. n

Bryon Viechnicki

“A small practice should invest in 
BI when it can deliver extra value 
to patients through improving 
patient care or decreasing the cost 
of doing business.”
– Bryon Viechnicki

“This is an 
innovate or die 
situation for  
the post-acute 
providers in  
the healthcare 
world.”
– Dan Hogan
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focused on the operational issues 
behavioral health agencies (BHas) 
need to think about when consider-
ing becoming a BHH.

“For years we’ve talked about 
how to optimize the overall health 
and wellness of consumers,” said 
alexander. “By becoming a behav-
ioral health home – in some form 
or function – that really does offer 
a very, very good path to addressing 
that critical issue.”

However, she said, becoming a 
behavioral health home is not a 
simple thing. “It requires a major 
shift in roles, processes, culture 
and the care that agencies provide.”

Operational considerations, said 
alexander, Druss and Joe Parks, 
MD, the medical director of the Mis-
souri Department of Mental Health, 
include:

■n Redesigning operations to sup-
port clinical care, with particular 
focus on chronic care.

■n Putting in place tools to help 
patients/cl ients  sel f -manage  
their care.

■n Forming multidisciplinary 
practice teams. It is crucial for 
team members to function as a 
single unit whether or not they 
are located in the same building 
or at various locations, said alex-
ander. “This means having clear 
roles, a shared care plan, effective 
communication and really solid 
mechanisms for coordinating care 
between team members.”

■n Having clinical information 
systems to allow for care coordina-
tion.

■n Selecting a model – in-house, 
co-located or facilitated referral. 
any of these models can result in 
high-quality care said Druss. Select-
ing one depends on what resources 

bhh
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becoming a behavioral health home offers behavioral health agencies 
opportunities, but operational challenges, too.

are available, what meets the needs 
of the BHa and the community and 
what capacity the BHa has.

Before making the leap to becom-
ing a BHH said the presenters, 
BHas need to reach out to relevant 
state agencies, formalize partner-
ships, seek out support and guid-
ance from colleagues and experts 
and create a strategic plan.

But don’t even think about a 
strategic plan until relationship 
building has been done, said Parks. 
“ … start out focusing on building 
on trust and relationships between 

your partners – between the provid-
ers, the state agencies, the payers 
that hold the data, and getting data 
and working with it.”

 “Planning in the absence of 
data,” he cautioned, “usually 
doesn’t lead you to a place you want 
to be at the end.”

While the focus of the webinar 
wasn’t how to finance becoming 
a BHH (a webinar on that topic is 
upcoming), Parks did estimate that 
the BHH projects in his state have 
saved $300 per member per month 
over a six- to nine-month period. n

“Planning in the 
absence of data 
usually doesn’t 
lead you to a 
place you  
want to be at 
the end.”
– Joe Parks
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HigHmark, West Penn  
reacH settlement  
WitH bond Holders
Highmark Inc., West Penn Allegheny Health 
System and a selected number of West 
Penn bondholders announced in mid-Jan-
uary they had reached a financial settle-
ment that would allow for a reduction in 
the debt load of WPAHS and allow the pro-
posed merger of Highmark and the ailing 
health system to proceed. According to a 
press release issued by both companies, 
the deal would see Highmark purchase the 
outstanding series 2007A bonds issued for 
WPAHS by the Allegheny County Hospital 
Development Authority for cash at 87.5 per-
cent of par amount. The deal, which will 
require approval by the bondholders, would 
significantly improve WPAHS’ balance sheet 
and allow the planned merger of the two 
entities to move forward.

HHs aWards $1.5b  
for state HiX develoPment
Eleven states have received $1.5 billion 
more in grants from the Health and Human 
Services Department to support their cre-
ation of health insurance exchanges, which 
must be ready in October for enrollment 
season. Delaware, Iowa, Michigan, Minne-
sota, North Carolina and Vermont obtained 
one-year grants that they will use to build 
their health marketplaces. California, Ken-
tucky, Massachusetts, New York and Ore-
gon received multi-year awards to further 
develop their exchanges.

Universal american adds  
15 more PHysician groUPs 
to aco Program
Universal American Corp. announced in Jan-
uary that its subsidiary, Collaborative Health 
Systems (CHS), has partnered with 15 addi-
tional groups of physicians to form account-
able care organizations (ACOs) approved to 
participate in the Medicare Shared Savings 
Program. According to a press statement, 
the 31 ACOs organized by CHS include more 
than 2,000 participating physicians cover-
ing an estimated 300,000 original Medicare 
beneficiaries in 13 states, according to CHS.

UnitedHealtH’s 2012 earnings 
UP 8 Percent to $5.5b
UnitedHealth Group reported 2012 earnings 
of more than $5.5 billion on $110.6 billion in 
revenue, an 8 percent increase in earnings 
and 9 percent increase in gross revenue from 
2011. Net earnings for the company’s fourth 
quarter, which ended Dec. 31, were $1.2 bil-
lion or $1.20 per share, which was in line 
with Wall Street analyst estimates compiled 
by Bloomberg. While the performance was in 
line with analysts’ expectations, it brings to 
an end a stretch of 15 consecutive quarters 
of beating consensus earnings estimates.

CO-OP funding 
compromised

The Senate eliminates 
remaining  funding for 

CO-OPs in fiscal cliff bargain
By Chris Anderson, Senior Editor

WASHINGTON – The New Year deal that 
averted the so-called fiscal cliff also perma-
nently cut more than $1.4 billion in fund-
ing that was earmarked to help consumer 
operated and oriented (CO-OP) health plans 
become established in all 50 states.

According to John Morrison, president of 
the Helena, Mont.-based National Alliance 
of State Health Cooperatives (NASHCO), 

the cuts to the program – which has already 
awarded nearly $2 billion worth of loans to 
CO-OPs in 24 states – will not save the gov-
ernment a significant amount of money. He 
cited analysis from the Congressional Bud-
get Office on the fiscal cliff compromise that 
showed elimination of the CO-OP program 
would only yield $200 million in savings to 
the federal budget.

“They eliminated billions in potential loan 
funds and only picked up savings of $200 mil-
lion, which is a strong indication this is not 
about saving money,” Morrison stated. “This 
was about eliminating further progress of the 
CO-OP initiative.”

co-oPs SEE PAGE 23

Hospitals eye exchanges 
with new health plans

Two of Atlanta’s largest 
hospital systems are forming 
their own insurance company

By Anthony Brino, Contributing Editor

ATLANTA – With an eye towards more integrat-
ed care delivery and a new business line, two 

of Atlanta’s largest health systems are forming 
an insurance company.

Piedmont Healthcare and WellStar Medical 
Group are jointly forming a currently-unnamed 
HMO that will sell Medicare Advantage, com-
mercial and self-funded health plans for 2014, 
as part of a shared services arrangement called 

HosPitals SEE PAGE 24

Wellstar’s kennestone Hospital in Marietta, Ga., will be just one of 10 WellStar and Piedmont 
Healthcare hospitals participating in the HMO being formed by the two Atlanta-area providers.

Payers 
confident 
of hitting 
ICD-10 
deadline

But technology  
challenges hamper 

administrative efficiency

W
ITH THe INSurANCe and 
healthcare landscape in 
this country changing on 
almost a monthly basis, 

payer software vendor Healthedge has 
begun conducting regular surveys of 
insurers as a means to take the pulse of 
a market at any given time. The surveys, 
conducted currently at six-month inter-
vals, provide a snapshot of the industry.

ray Desrochers, executive vice presi-
dent of sales and marketing at Heal-
thedge recently talked to Healthcare 
Finance News Senior editor Chris 
Anderson about some of the findings of 
the most recent survey.

Q: What does your survey  
show about the preparedness  
of payers for icd-10?
a: It looks like from the payer com-
munity that we have been surveying, 
most of them now feel ICD-10 is under 
control and behind them, or at least 
will be by the time the date comes. 
So from last survey to this survey, 
we have gone from lots of angst and 
anxiety about ICD-10 to almost none. 

HealtHedge SEE PAGE 24

Ray Desrochers
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The CO-OP loan program has 
been a target of congressional 
republicans from the time it was 
included in the Affordable Care 
Act. With funding initially set at $6 
billion, to be awarded on merit to 
state-based CO-OPs as seed money, 
the program has already seen that 
funding cut nearly in half, to $3.4 
billion as part of an earlier budget 
compromise.

In May 2012, a number of House 
republicans also questioned 
whether the CO-OPs would have the 
ability to pay back the start-up and 
solvency loans under the program.

At issue was whether the loans 
made by the federal government 
to the CO-OPs would be consid-
ered liabilities or reserves. The 
Department of Health and Human 
Services, in recognition of these 
problems, had advised that the 
loan might need to be classifi ed as 
“surplus notes,” since they are the 
only type of loan many states will 
recognize as assets.

 “Because the CO-OP regulation 
does not specify any collateral for 
the loans … holders of surplus 
notes are usually at the bottom rung 
in terms of priority if an insurer 
goes into rehabilitation or liquida-
tion, the Federal taxpayer would be 
last in line for repayment should a 
CO-OP experience financial dis-
tress,” wrote House republicans in 
a letter sent last May to HHS Sec-
retary Kathleen Sebelius.

The intent of the CO-OP pro-
gram was to allow for the creation 
of consumer-owned healthcare 
cooperatives that would participate 
with insurance products on each 
of the 50 state-based health insur-
ance exchanges. The premise is 
that the CO-OPs will provide more 
competition and be another option 
available for small businesses and 
individuals to fi nd low-cost health 
insurance.

“CO-OPs will provide consum-
ers more choices, greater plan 
accountability and help ensure a 
more competitive insurance mar-
ket,” said Steve Larsen, director of 
the Center for Consumer Informa-
tion and Insurance Oversight, in a 
press briefi ng announcing proposed 
CO-OP standards last year.

Advocates of the CO-OPs have 
long held that congressional oppo-
sition has been at least partly based 
on the infl uence of large for-profi t 
insurance companies that don’t 
want more competition in the state 
markets and on the state HIXs. It’s 
a view NASHCO’s Morrison also 
holds.

“Whether it was capitulation to 
health insurance giants or a politi-
cal trade-off, either way it is a deal 
that was done quickly and quietly in 
the dark,” Morrison said. “Not even 
HHS was aware of it.”

In response, NASHCO recently 
sent a letter of its own to Sebel-
ius, signed by its board members, 
many of whom are leaders of state 

co-oPs
CONTINUED frOM PAGE 22

CO-OPs that have received funding 
and are in the process of launch-
ing. The letter cited dismay “that 
Congress would rush through a 
provision that undermines a foun-
dational component of the Afford-
able Care Act and disregards the 
substantial time and money already 
invested by CO-OP developers who 
recently submitted applications.”

NASHCO urged HHS to continue 
to work with the CO-OPs who lost 
an opportunity for loans under the 
recent cuts by working with Con-
gress to restore the funding. n

“Whether it was capitulation
to health insurance giants or a 
political trade-off, either way it is 
a deal that was done quickly and 
quietly in the dark.”
– John Morrison
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From the organizers  
of the Medicaid Managed 
Care Congress and the 
Medicare Congress
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the Georgia Health Collaborative.
The Collaborative will cover 3 million people 

in northern Georgia, with 10 hospitals and 700 
physicians between the two health systems. 
The new insurance options will be offered to 
the health system’s 35,000 employees and their 
family members, in addition to the broader 
market and possibly to people buying coverage 
for the first time on the state’s health insur-
ance exchange.

Patrick Battey, MD, chairman of the Pied-
mont Healthcare board of directors, said the 
two systems’ collaboration will lead to “care 
delivery innovations” and “products and ser-
vices that truly move the market” – toward 
what Battey and others see as the future of 
healthcare: population health management.

If hospitals launching health plans strikes 
some as a sign of traditional health insurance’s 
coming extinction, it should be noted that the 
fee-for-service business model so many Ameri-
can hospitals were built upon is declining, too.

Moreover, both providers and payers are 
starting to coalesce around the idea of popula-
tion health, said Seth Blackley, president of the 
Arlington, Va.-based consulting firm evolent 
Health, which is advising Piedmont, WellStar 
and about a dozen other providers.  

Backed by the university of Pittsburgh 
Medical Center (uPMC) and the publicly-
traded consulting and investment firm the 
Advisory Board Company, evolent Health is 
helping health systems revamp clinical deliv-
ery systems, launch provider-based health 
plans and design accountable care contracts 
with payers.

evolent Health started in 2011, after Black-
ley and others at the Advisory Board travelled 
across the country studying integrated health 
systems. “We felt like there were going to have 
to be a lot more health systems that looked 
like the Geisingers and uPMCs and Kaisers of 
the world, rather than a classic fee-for-service 
business,” said Blackley, who worked on the 
2006 buyout of the Hospital Corporation of 

America while he was at Bain Capital.
With a 1.8 million member health plan, 

uPMC has essentially exported its health plan 
and population health model to evolent, which 
now licenses to other providers uPMC’s Iden-
tifi analytics and care management software. 
“The rules for how to deal with certain patient 
populations have been built over the last 10 or 
11 years by uPMC,” Blackley said.

In Georgia, population health management 
is something Piedmont and WellStar hope to 
expand as they launch an insurance company.  

“Operating a health plan will provide full 

data on care received or not received for 
patients, which will allow for the design of 
programs, interventions and services tai-
lored to the specific needs and acuity of indi-
vidual patients,” said Barbara Corey, senior 
vice president for managed care at WellStar 
Health System.  

“It has typically been very difficult for pro-
viders to obtain access from insurers a full view 
of the care being provided to their patients,” 
Corey said. “This issue alone has contributed 
significantly to today’s fragmented care and 
delivery system.” n

HosPitals
CONTINUED frOM PAGE 22

Piedmont newnan Hospital’s chairman said that the two systems’ collaboration will lead to 
innovations in care delivery and products and services that move the market .

Q: What did the survey show about 
adoption of new payment and health-
care delivery models?
a: We have the majority of (payers) say-
ing they are going to participate in them. 
I’m talking about value-based healthcare 
ACOs, next-gen consumer-based health-
care, exchanges, et cetera. So we have the 
vast majority saying they want to do this 
and the majority saying they can’t because 
they don’t have the technology to make 
that real.

It is an interesting situation. I was 
expecting that more (payers) would catch 
on, but also that more would say: ‘We are 
figuring it out.’ ... But that is not what is 
happening right now.

Q: so are payers starting to make 
the technology investments they 
need to serve these new models?
a: 2013 is going to be the year. Now that 
they feel they have ICD-10 licked, they 
are going to take advantage of this oppor-
tunity to go figure out how to position 
themselves, not just for a new standard 
– ICD-11 or whatever it might be – but 
also to really start to take advantage of 
these next-generation healthcare busi-
ness models.

So my expectation is that by the next 
survey we are really going to see that num-
ber start to move and that hopefully in 
the next couple of surveys, more and more 
are getting on board and saying: ‘Yes we 
know what we need to do and we know 
how, now.’

Q: the survey shows that manual 
claims adjudication is on the rise 
among payers. Why is that?
a: There are a couple of things going on. 
Number one, their world is getting more 
complex, not less. As they are trying to 
adapt to new models, they are finding out 
that their technology can’t handle it. But 
they don’t want to say no to the (provid-
ers) asking them to support these news 
models, so they have gone into manual 
processing mode.

At the same time, manual processing is 
getting more and more expensive. So ulti-
mately, as these organizations are moving 
into a 15 percent, 20 percent, 30 percent 
manual processing mode and doing it at 
six, seven, eight, nine bucks a claim, this 
gets very expensive very fast. And if you 
want to talk about industry waste and an 
area that we can all target to drive down 
these out-of-control administrative costs, 
certainly manual processing has to be one 
that you laser focus on.

Q: are these technology and 
infrastructure upgrades overdue?
a: Absolutely. Healthcare, for whatever 
reason, has been the orphan stepchild. We 
have seen all of these other industries go 
through these modernizations and tech-
nology transformations over the years. We 
saw manufacturing do it. We saw banking 
do it and retail, financial do it. For some 
reason healthcare has been left behind 
and all these organizations, as the survey 
shows, are still basing their world on 20-, 
25-, 30-year-old technology. What other 
industries are doing that and expecting 
reliability? It is crazy. n

HealtHedge
CONTINUED frOM PAGE 22
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HRSA gRAntS $1.9M  
foR teleHeAltH centeRS
The Health Resources and Services Admin-
istration (HRSA) has awarded $1.9 million 
to fund five regional and one national tele-
health resource center. Once completed, 
the centers will join a network of 12 region-
al centers and two national centers, the 
latter of which focus on technology assess-
ment and telehealth policy. Administration 
officials say funding is available through 
FY2015 to support the centers.

clot MAnAgeMent  
device MARket gRowing
The U.S. market for clot management devic-
es is on the rise, growing at an annual rate 
of 4.1 percent through 2017, said a new 
report from Millennium Research Group. 
Additionally, the report indicates that sever-
al dynamic segments such as endovascular 
treatments for deep vein thrombosis and 
acute ischemic stroke show much greater 
growth potential.

Poc PRoduct SAleS 
incReASe SteAdily
The market for point-of-care (POC) testing 
products – such as pregnancy tests and 
glucose monitoring devices – is currently 
growing at a rate of 6 percent per year, 
said a new report from healthcare market 
research publisher Kalorama Information. 
In its study, “The World Market for Point of 
Care (POC) Diagnostics,” Kalorama noted 
that the growth in the $16.7 billion indus-
try is higher than expected and is being 
driven mainly by the prevalence of chronic 
diseases and globalization of infectious 
diseases. Point of care is a broad term 
used to describe in vitro diagnostic tests 
used by either patients themselves or 
in physicians’ offices, clinics and other 
patient care sites. Unlike tests sent to 
a central lab, point-of-care tests provide 
rapid results that can immediately influ-
ence treatment decisions. 

weARAble device  
MARket to ReAcH  
$1.5b by 2014
The wearable devices market, including 
health and fitness devices and smart 
glasses, will be worth more than $1.5 bil-
lion by 2014, up from just $800 million 
this year, said a recent report from Juniper 
Research. The market will be dominated 
by North America and Western Europe, 
representing more than 60 percent of the 
global wearable device sales, the research 
finds. Juniper foresees significant adoption 
towards the end of the forecast period, 
driven by the launch of augmented reality 
glasses and similar products from Google, 
Microsoft and Apple.

Capital spending 
expected to be 
tight in 2013

IT, construction 
purchases still likely

By René Letourneau, Editor

A
s healthcare pro-
viders brace them-
selves for big changes 
to reimbursement 

models, many are taking a con-
servative approach to their capi-
tal budgets. as a result, capital 
spending in 2013 will likely be 
flat or slightly down compared 
to 2012, predict experts at sev-
eral healthcare group purchasing 
organizations.

While spending is expected to 
be tight in 2013, changes to bud-
geting patterns make it difficult to 

pinpoint what exactly is going to 
happen, said Mike clemens, vice 
president of capital equipment 
and diagnostic imaging, sourcing 
operations, at irving, texas-based 
supply contracting firm Novation. 

“the trend has been that hospi-
tals are not budgeting for capital 
as they did before the economy 
issues, but (they) continue to buy 
when needed, which makes it 
much harder to predict because 
of the episodic purchasing prac-
tices,” said clemens. 

one area where clemens 
expects to see more spending 
despite the belt tightening is 
construction. 

“We are seeing a lot of capital 
cAPitAl SEE PAGE 26

despite conservative spending, providers are likely to invest in 
construction projects and IT systems, according to experts.
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Medical device tax 
goes into effect despite 
industry objections

Obama rejects idea  
of delaying implementation

By René Letourneau, Editor

WashiNGtoN – a 2.3 percent medical device 
tax went into effect on Jan. 1 as part of the 
affordable care act, despite claims from 
medical device companies that the tax will 
hurt their businesses. 

the tax applies to medical device prod-
ucts intended for human use, but exempts 
eyeglasses, contact lenses and hearing aids, 
as well as devices that are purchased by the 
general public for retail or individual use.

president Barack obama rejected the idea 
of delaying the implementation of the tax, 
saying medical device companies would make 
up for the lost revenue because the aca will 
bring more healthcare consumers into the 
marketplace. 

in an interview on dec. 14 with Frank vas-
cellaro of Minnesota-based cBs news affiliate 
Wcco, obama said, “the healthcare bill is 
going to provide those healthcare compa-
nies 30 million new customers. it’s going to 

tAx SEE PAGE 26

A 2.3 percent medical device tax on equipment 
such as CT scanners will have a negative impact  
on the industry’s ability to attract investors,  
some analysts say. 
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Retail clinics 
gain in 
popularity
Usage reaches 21 percent

By René Letourneau, Editor

NeW YorK – the use of retail clinics for 
medical services is on the rise, accord-
ing to a new survey from healthcare 
market research publisher Kalorama 
i n f o r m a t i o n , 
which reports 
21.3 percent of 
U.s. adults have 
visited a retail 
clinic, up from 
about 10 percent 
six years ago. 

in its report, 
“retail clinics 
2012: Growth of 
stores, consumer opinion surveys, 
Winning competitors, supplier sales of 
products to clinics, clinic sales Fore-
casts and trends,” Kalorama noted that 
customers have responded well to retail 
clinics due mainly to the convenience 
of appointment-free services, expanded 
hours compared to the average physi-
cian office and lower costs. 

RetAil SEE PAGE 26
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spending taking place with construction proj-
ects,” he said. “some of the studies indicate 
that healthcare construction in the U.s. will 
grow by 3 to 5 percent for 2013.”

But overall, clemens anticipates that capital 
spending in 2013 will not be much different 
than 2012.  

“i think the capital spending story really 
hasn’t changed much over the last couple of 
years, and we will continue to see this trend 
until healthcare reform and the general econ-
omy get sorted out,” he said. 

healthcare reimbursement reforms are 
driving many providers to keep spending near 

the same level as last 
year, said alven M. Weil, 
director, pr and com-
munication at charlotte, 
N.c.-based premier 
healthcare alliance.

“ p r o v i d e r s  h a v e 
already been cut $80 bil-
lion over the last three 
years through changes 
in federal bad debt 

requirements, Medicaid dsh cuts and coding 
cuts. this excludes aca-related reductions,” 
said Weil.

premier recently released its 2012 economic 
outlook in which 74 percent of the 617 respon-
dents – primarily hospital c-suite and materi-
als and practice area managers – indicated the 
largest factor motivating reduced spending 
growth is reimbursement cuts.

“(providers) also face a reduction in pay-

ment from Medicare of about $155 billion over 
10 years to help fund the expansion of health-
care coverage through the aca,” said Weil. 

Mike reid, vice president, construction, 
capital and facility services at st. louis-based 
Gpo amerinet also expects capital spending 
to be flat over 2012. 

“indications from our members show capital 
spending to remain about the same in 2013,” 
said reid.  

reid believes healthcare providers’ uncer-
tainty about reimbursement reform is a big 
reason for the conservative spending. rapid 

it advancements also play a part, he said. 
“With the continued rapid pace of new 

technology and improvements on existing 
technology, determining the absolute right 
time to make the investment when something 
new and/or improved might be just around the 
corner is challenging,” said reid.

however, reid thinks for those providers 
who do make capital investments this year, it 
is among the most likely places they will spend.

“From healthcare capital budgets we’ve 
seen, is/it spending is always top of the list, 
both in hardware and software,” said reid. n

be great for business and they’re doing 
really well right now and they’re going 
to get 30 million more customers as 
a consequence, so this additional tax 
essentially comes back to them as new 
customers. ... the idea is that when you 
have 30 million more people coming 
in, you’re going to make money, you 
can do a little more to help facilitate 
and make sure people are getting the 
healthcare they need.” 

the medical device industry has 
long been vocal in its objection to  
the tax. 

“We have seen no studies or evidence 
of any kind that device companies will 
benefit from new patients,” said steve 
Ferguson, chairman of the board of 
medical device firm cook Group, inc., 
parent company 
of cook Medi-
cal. “in fact, the 
mass experience 
s a y s  d e v i c e s 
companies will 
not benefit. in 
addition, there 
have been stud-
ies concluding 
( t h e  m e d i c a l 
device industry) will not benefit.” 

Kevin lobo, president and ceo 
of Kalamazoo, Mich.-based medi-
cal device company stryker, said the 
company is “significantly concerned” 
about the tax. 

“stryker expects to owe approxi-
mately $100 million in the first year 
alone, equating to over 20 percent of 
our annual, global r&d investments,” 
said lobo, noting that the money would 
be better spent on job creation, innova-
tion and clinical research. 

erik Gordon, associate director and 
clinical assistant professor at the Zell 
lurie institute of entrepreneurial 
studies at the University of Michi-
gan’s ross school of Business, thinks 
the tax will have a harmful effect on 
medical device companies’ ability 
to attract investors because it is an 
indication that the industry does not 
have enough political might and has 
become a target for additional taxes 
in the future, he said. 

“the 2.3 percent means nothing,” 
said Gordon. “it is going to be looked 
back on as the good old days. the prob-
lem is this will do nothing but go up.”

contrary to obama’s prediction, 
device companies are not likely to 
receive enough business from new 
healthcare consumers to offset their 
losses, said Gordon. 

“it’s an argument that i am surprised 
that he would make,” said Gordon. “if 
you look at patterns of likely usage, it’s 
extremely unlikely to happen.” 

according to Gordon, a more likely 
explanation for why obama did not 
support delaying the tax is “political 
horse trading.”

“the device tax is on a huge, 3d 
chess board,” said Gordon. “some of 
this has nothing to do with a medical 
device tax. it has to do with rounding 
up votes for other debates that are 
being battled.” n

retail clinics are generally located in 
drugstores and retailers such as Wal-Mart 
or Walgreens. a nurse practitioner or physi-
cian assistant typically administers services. 

Bruce carlson, Kalorama’s publisher, 
believes one reason for the uptick in usage 
is the change in the business model over the 
past few years. 

“clinics were free-standing, privately 
operated and just operating within the retail 
store paying rent. this model did not bode 
well for traffic, though it still is used in many 
cases – the clinics at Wal-Mart, for instance, 
are privately operated,” said carlson. “Now 
the bulk of retail clinics are owned and 
operated by drug store chains and are 

well-promoted within the store with signage 
and notes on customer receipts. instead of 
being a foreign element in the store, they 
are part of management’s strategy to build 
revenue and repeat visits to the store.”

the business model takes advantage 
of heavy retail traffic, said carlson, who 
expects to see usage continue to rise in the 
next few years. 

“We expect that when we re-survey the 
number of adults who have visited a retail 
clinic, it will go up,” he said. 

the growth in the use of retail clinics is 
being driven in part by patient demand for 
convenience and cost savings, said scot lat-
imer, managing director of the healthcare 
solutions group at chicago-based financial 
services firm Jones lang lasalle.

“this trend is driven by consumerism, 

the need and desire 
for the public to get 
some of the very 
basic services – flu 
shots and strep throat 
tests – taken care of 
in the fastest, most 
economic means pos-
sible,” said latimer. 

although latimer 
notes the clinics are 
not being used for complex health issues, 
he believes they are “… a means for retail-
ers like Walgreens, Wal-Mart and the like to 
deliver volume business that has a relatively 
high profit margin.”

in order to compete with retail clinics, 
hospitals and health systems will have to 
rethink their real estate strategies, said 
latimer.

“hospitals and systems really owe it to 
themselves to consider any and all opportu-
nities that provide them with access to their 
customer base – existing or targeted – at 
an affordable or competitive rate,” he said. 

tim oliver, senior vice president at 
denver-based healthcare real estate devel-
opment firm Nexcore Group said health 
systems are aware of the growth in retail 
clinics and are actively trying to get in on 
the action. 

“health systems are scrambling to affili-
ate with the retailer-provided clinics so 
they get the referrals when the patient 
needs more or is looking for a physician,” 
said oliver. “health systems are also pro-
viding their own version of retail health 
clinic by pushing their physician services 
and outpatient care services out to where 
the patients live, in order to capture mar-
ket share and/or prevent their competitors 
from doing the same.” n

tAx
CONTINUED FROM PAGE 25
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Mike Clemens

Scot Latimer

Erik Gordon

Retail clinics in stores such as Walgreens and Wal-Mart are gaining in popularity for 
consumers needing basic medical care, according to a recent report from Kalorama Information. 

Most hospitals are taking a slow and steady approach to capital spending into 2013.
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tion at Ellis three years ago before implementing 
a radio frequency identifi cation system called 
Agile Trac. “We felt like we had more products 
than we needed because we often didn’t know 
where they were. We felt we were purchasing 
too many products and realized that what we 
had was a distribution problem.”

Confusion over where mobile products can be 
found is a common problem in hospitals, which 
led to the development of the Agile Trac RTLS 
System in 2002 and acquisition by GE Health-
care in 2008, said Fran Dirksmeier, general 
manager of global asset management in Rich-
mond, Va. Three years after being deployed at 
Ellis, the system has helped the hospital realize 
$700,000 in savings by eliminating redundancies 
in inventory.

“The business case is to help customers 
manage the equipment in a much safer and 
sounder way,” Dirksmeier said. “They need to 
look at every single process that clinicians touch 
every day to make sure they are performed in 
the same way, which includes product handoffs 
and communications.”

Agile Trac is designed to be part of a
hospital operations management system, which 
Dirksmeier equates with “air traffi c control.” 
The system manages workfl ows of all types and 
integrates functions so that they can be tracked 
anywhere in the hospital.

“It can be used for assets, staff and opera-
tions to anticipate bottlenecks, eliminate waste 
and promote effi ciency,” he said. “That way the 
asset meets the patient at the right time, from 
admission to discharge.”

At Ellis, the most regularly lost items were 
IV pumps, wound vacuums, thermometers, 
beds, wheelchairs and sequential compres-
sion pumps, Segovis said. When the hospital 
implemented the system, he said the materials 
team tagged the IV pumps fi rst, while phasing 
in the others. Between 1,000 and 1,500 items are

currently equipped with a tracking tag.
With access throughout the facility, system 

users can fi nd out where any of the tracked 
products are and get one if needed, Segovis said. 
What’s more, he said the system ensures proper 
equipment service and sanitation protocols to 
boost safety and infection control.

“It has a feature that sets off an alarm 
if a device goes to an area where it doesn’t 
belong, such as a soiled linen room,” Segovis 
said. “That has actually added to our cost sav-
ings as well.”

At this point, all the products that need to be 
tagged at Ellis’ main campus are in the system, 
but there is more work ahead, Segovis said, as 
two other campuses need to be equipped. Sego-
vis estimates that the implementation will take 
about 18 months to complete. �

The scope of materials management has 
evolved, as has the position itself inside hospi-
tals over the past two decades. The department 
has become recognized by the C-suite as a cor-
nerstone of fi scal restraint and is instrumental 
in exacting prudent product utilization, said 
Pam Poshefko, consulting manager for Chadds 
Ford, Pa.-based IMA Consulting.

“Materials managers are becoming educa-
tors for clinicians and helping them understand 
how to manage supplies and fi nances,” she said. 
“That is a change in focus – this was always a 
siloed area.”

Chief fi nancial offi cers are also deploying 
materials managers as gatekeepers in the 
quest to control non-labor expenses, of which 
products comprise the largest portion, Poshe-
fko said.

“They want to know if they are getting the 
best spend for their buck,” she said. “They want 
to know how many supplies are bypassing mate-
rials management, what those supplies are used 
for and if they are getting the best prices.”

Efforts to standardize product purchases 
to one or two brands have been going on for 
decades and over that time they have matured 
from being contentious to cooperative, Poshefko 
said. In fact, she says physicians have become 
strong allies of materials managers in the quest 
to get the best product value possible.

“There is a much greater awareness among 
physicians about value analysis for products,” 
she said. “Where it used to be a process of mate-
rials managers telling them what they couldn’t 
buy, they now present a united front on which 
products to select. Physicians are facing the 
same cost pressures and are now more willing to 
become part of the solution for their hospitals.”

To be sure, materials management has come 
a long way from the days of being told “get me 
my stuff,” Poshefko said.

“There are clinicians who are more fi nan-
cially astute and becoming part of the supply 
chain management team because they have the 
skills to be a liaison between the clinical and 
fi nancial,” she said.

PRODUCT ‘TRAFFIC CONTROL’
A crucial aspect of cost-effective product uti-
lization is knowing how many products are 
available and where they are in the hospital 
at any given time. While this may seem like 
a rudimentary procedure, it is more compli-
cated than it looks, said Paul Segovis, director 
of materials management for Ellis Hospital in 
Schenectady, N.Y.

“Keeping track of mobile items can be prob-
lematic,” said Segovis, who described the situa-
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Scope of materials management function widens
Big gains are being made in supply chain cost cutting

By John Andrews, Contributing Writer

M
ATERIALS MANAGEMENT IS no longer simply a product 

purchasing function – it has gone beyond procurement 

and into analyzing how products are being used and just 

as importantly, where the products are at any given time. 

Understanding these dimensions has become critical to effi cient utilization 

and inventory control, which are integral to optimal expense management.

Materials management is no longer just a product purchasing function. Now using more analysis, it’s 
a cornerstone of fi scal restraint. 
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Business Intelligence
product tEcHNoLoGY

Business intelligence tools help 
hospitals improve efficiency

Better use of data  
brings strong ROI

By Greg Reid, Contributing Writer

W
hen it comes 
to  improving 
your organiza-
tion’s patient 
flow, choosing 

the right tools is as important as 
developing the right plan.  

thomas Jefferson University hos-
pital looked to teletracking solu-
tions to maintain its competitive 
edge in Philadelphia, one of the more 
fertile markets for healthcare in the 
United states.

Jefferson hospital recently took 
a number of steps to improve its 
operational efficiency, said megan 

Johnston, who manages the hospi-
tal’s patient flow management cen-
ter. 

the hospital focused on communi-
cation and coordination efforts relat-
ed to patient flow. the teletracking 
Xt suite was applied to admission 
processes across all departments.

“We offer time/capacity manage-
ment,” said Jason harber, teletrack-
ing vice president of product man-
agement. “it tells you who’s in the 
beds, who is taking care of people 
in the beds, how quickly beds are 
being cleaned, how quickly patients 
are being moved.

“You’re seeing in real time what 
capacity is, current versus budgeted, 
so you’re not shocked at the end of 
the month. You know daily whether 
you’re making the numbers you 

thought you were.”
changes at Jefferson hospital 

yielded improvements in several key 
areas, Johnston said, including emer-
gency department boarding hours, 
diversion hours, external transfers 
and patient and staff satisfaction.

“As a teaching hospital and ter-
tiary care center, external transfers 
and critical care patients are really 
a critical part of our mission,” John-
ston said. in addition to the need to 
maintain optimal patient safety, “a 
number of competing systems are 
all within a couple of miles of us. 
external transfers and volume in 
general is critical for us to remain 
competitive.”

in all, Jefferson hospital realized 
a return on investment of $1.5 mil-
lion in the first year.

“teletracking gives you real-time 
information,” Johnston said. “And 
that allows you to be much more 
proactive. And in patient flow, that’s 
where you really want to be.” 

ease of use is a major selling point 
for Axiom ePm, a leading provider 
of unified performance manage-
ment software. Axiom embeds mod-
eling and planning capabilities in 
the familiar microsoft excel format, 

allowing users to manage data with-
out the need to learn a new applica-
tion. 

Axiom brings together the pro-
cesses needed to define, articulate 
and execute strategic plans, offering 
capabilities in multi-year financial 
forecasting, initiative planning and 
tracking, KPi monitoring and score-
cards and flexible reporting.

“Flexibility is the best thing about 
Axiom,” said Jeff Blankenship, chief 
financial officer at West tennessee 
healthcare, a 5,000-employee, seven-
hospital system serving a half million 
people between memphis and nash-
ville. West tennessee has annual 
net revenue of about $500 million. 
“We can add new data sources as we 
need. much of that we were able to 
do without calling in tech support.”

Blankenship said he turned to 
Axiom as a tool to help improve 
accountability for financial results 
and transparency for the manage-
ment team. in February and march, 
West tennessee intends to roll out 
Axiom as the system’s information 
management portal. “on the con-
tinuum of what we’re trying to do, it 
(is) a pretty big step forward for us.”

Axiom’s use of excel for present-
ing reports differentiates it from 
more it-centric solutions, said Jay 
spence, director of product and 
industry solutions at Axiom.

“the excel tie-in was huge for us 
on the finance end,” Blankenship 
added. “it was easy to use, and we 
wanted the flexibility to grow it, 
expand it and implement our own 
variance accountability process.” n
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nemzoff does not expect will see much m&A 
activity in the hospital sector is the southeast.

“the southeast is tapped out,” he said. “there 
are not a lot of future deals there.”

According to nemzoff, hospitals that have 
been struggling to stay afloat will have an even 
tougher time financially as the AcA rolls out and 
will become more vulnerable to being bought out. 

“healthcare reform is not going to be a savior 
for a lot of these hospitals that two or three years 
ago might have thought that,” he said. “everyone 
thought obamacare would be positive as far as 
the hospital bottom line, but i think they are real-
izing it is not going to be positive.”

hospitals looking to buy physicians’ prac-
tices will continue to be a trend in 2013 as it 
has been for the past several years, said steve 
monroe, managing editor and partner of irving 
Levin Associates. 

hospitals cite improved care quality and a 
greater ability to control costs as the main rea-
sons for wanting to buy physicians’ practices but 
those aren’t the only driving forces, said monroe. 

“in my mind, one of the real reasons is they 
want to lock in physician referrals for their own 

hospitals,” he added. 
nemzoff agreed that hospitals are motivated 

mainly by referrals when they look at buying 
physicians’ practices. 

“the reasons hospitals buy physicians’ groups 
are to increase volume and get referrals,” said 
nemzoff, who noted that hospitals are often sur-
prised by the decrease in physician productivity 
after the transaction closes. 

“the biggest problem is a hospital buys a phy-
sician practice and the physician would all of a 
sudden work 40 hours a week instead of 50 or 60,” 
he said. “that’s not a profitable venture … the 
only way for a hospital to make money on this is 
if it buys a physician’s practice from a competitor 
and those physicians start referring to them.” 

skilled nursing facilities are another big tar-
get for acquisition in the current market, said 
monroe. 

“You would think with all the medicare cuts, 
you would see a falling off of demand for snFs, 
but that hasn’t happened,” he said. “the industry 
is not going away.”

home healthcare will see robust m&A activity 
this year, said carsten Beith, managing director, 
group head, tax-exempt m&A at new York-based 
investment banking firm cain Brothers.

in particular, Beith thinks small companies 
will be motivated to sell, in part because they will 
not be able to purchase the expensive it systems 
required to collect data and report outcomes as 

mandated by the AcA.
“the sun is setting on the mom-and-pop home 

healthcare sector in favor of much larger compa-
nies,” said Beith. n

m&A
COnTinUEd FROm pagE 1

“You know daily 
whether you’re making 
the numbers you 
thought you were.”
– Jason Harber

“(Real-time information) ... 
allows you to be much 
more proactive. And in 
patient flow, that’s where 
you really want to be.” 

– Megan Johnston
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Job Spot
Offers nurses 

needlestick and 
workplace  

violence benefit
By Stephanie Bouchard, Managing Editor

INGLEWOOD, CA – A nurses’ union 
in California is celebrating what it 
calls a first-in-the-nation workplace 
safety benefit in its new agreement 
with Centinela Hospital.

Approved in December, the con-
tract between the hospital and 
the California Nurses Association/
National Nurses United (CNA/NNU) 
offers the hospital’s nurses an 
employer-paid needlestick and work-
place violence insurance benefit.

“In view of the fact that there are 
nurses that have musculoskeletal 
injuries and that they are exposed 
to certain risk factors, I think that 
(the hospital) recognized that the 
nurses wanted (coverage),” said 
DeAnn McEwen, president of CNA/
NNU and vice president of NNU.

“Centinela Hospital Medical Cen-
ter is ranked in the top 5 percent of 
hospitals nationwide in great part 
because of its nurses and physi-
cians,” said Linda Bradley, chief 
executive officer of Centinela Hos-
pital Medical Center, in a statement 
announcing the labor agreement. 
“This shows the commitment Cen-
tinela Hospital and its nurses have 
for the community and its long-term 
healthcare needs.”

Nurses work in high-risk environ-
ments where workplace violence and 
needlestick injuries are a constant 
concern for nurses, McEwen said.

While getting a handle on the 
scope of workplace violence is dif-
ficult due to underreporting, an 
Emergency Nurses Association study 
released in 2011 found that the over-
all frequency of physical violence 
and verbal abuse for ER nurses was 
54.5 percent (with physical violence 
occurring in 0.8 percent of cases).

In 2000, the Centers for Disease 
Control and Prevention estimated 
384,000 needlestick injuries happen 
in hospitals each year. A 2010 study 
of 87 hospitals across the country 

A new contract between a hospital 
and a nurses’ union in California 
includes a first-in-the-nation needlestick 
and workplace violence benefit. 
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Union contract breaks groUnd
reviewing sharps injuries from 1993 
through 2006 found that while non-
surgical sharps injuries had dropped 
after the Needlestick Safety and Pre-
vention Act of 2000, injuries in surgi-
cal settings increased.

The safety benefit agreed to 

in the new three-year contract is 
an employer-paid enhanced acci-
dental death and dismemberment 
insurance policy. Coverage is avail-
able to all active full-time RNs and 
first-year graduate nurses or nurse 
practitioners working a minimum of 

15 hours per week.
Needlestick injuries and work-

place violence injuries can be long-
term and career ending, said Kathy 
Gray-Siracusa, RN, PhD, assistant 
professor at Villanova University’s 
College of Nursing, so Centinela’s 

workplace safety benefit is “won-
derful.” “It’s nice to know that your 
organization is supporting you, just 
in case something happens, and with 
the environment, it’s definitely a risk 
that it may happen while you’re on 
duty almost any day,” she said. n

Is your organization hiring?

Looking for qualified 
candidates?
Post your open job positions on Healthcare Finance 
Job Spot, a job board solely dedicated to the 
healthcare finance industry.

HealthcareFinanceNews.com/jobs
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PLANNER
FEBRUARY
3-8 – Leadership Strategies for 
Information Technology in 
Health Care, Boston
4-5 – National Health Policy 
Conference, Washington, D.C.
25-27 – World Congress 6th Annual 
Leadership Summit on Medicaid 
Managed Care, Arlington, Va.
26-28 – Managed Markets Summit 
Spring 2013, Miami
28-March 1 – World Congress Global 
Medical Meetings Summit, Philadelphia
MARCH
3-7 – HIMSS13 Annual Conference 
and Exhibition, New Orleans
14-15 – World Congress Summit to 
Improve Adherence and Enhance 
Patient Engagement, Philadelphia

APRIL
8-10 – World Health Care Congress, 
National Harbor, Md.
10-12 – HFMA Arizona Chapter Spring 
Conference 2013, Chandler, Ariz.
17-19 – HBMA 2013 Spring 
Educational Conference, Orlando, Fla.

JUNE
16-19 – 2013 HFMA National 
Institute, Orlando, Fla .

OnTheMove
HCA has announced the retirement of two of its senior executives: W. 
Paul Rutledge, president of the company’s Central Group, and Russell K. 
Harms, chief fi nancial offi cer of the Central Group. Elizabeth 
Hearty has returned to AlloSource as Vice President of 
Operations. Texas Institute for Surgery has appointed 
John S. Croley chief fi nancial offi cer of the company. 
CardioInsight has announced the appointment of Patrick 
J. Wethington as president and chief executive offi cer. 

Michael F. Mahoney has assumed the role of chief executive offi cer and 
president of Boston Scientifi c. Stephen P. MacMillan, former chairman 
and CEO of Stryker, has joined sBioMed as chief executive offi cer. Humana 

has appointed Timothy O’Rourke as president of the 
company’s Medicare division in Illinois, Michigan and Wisconsin. Nabil 
Chehade, MD, has been named president and executive medical director 
of Ohio Permanente Medical Group. Forks Community 
Hospital in Forks, Wash., has hired William McMillan as 
chief executive offi cer. Sandra L. Fenwick has been 
named chief executive offi cer and president of Boston 
Children’s Hospital. SinglePoint Care Network has appoint-

ed Joan Russo as chief executive offi cer. William Newton 
Hospital in Winfi eld, Kan., has hired Ben Quinton as chief executive 
offi cer. Allscripts has named Paul M. Black chief executive offi cer. Medical 
Specialists of the Palm Beaches, Inc. in Lake Worth, Fla., has hired John 
Brown as chief executive offi cer. Howard Drenth has been named chief executive offi cer 
of the Presence Medical Group.

John S. Croley

Michael F. 
Mahoney

Sandra L. 
Fenwick

Howard 
Drenth

Alphonso Berry, MD, of Orchard Lake, Mich., pleaded guilty on Jan. 7 to using the Medi-
care information of mentally disabled Detroit residents to defraud Medicare of $13.2 
million. At sentencing, scheduled for April 26, 2013, Berry faces a maximum penalty 
of 60 years in prison and a $1.5 million fi ne.

Rafael Alalu, 47, of Miami, a former clinical director for Biscayne Milieu, a Miami-based 
mental health clinic, was sentenced Dec. 20 to 100 months in prison for submitting 
more than $50 million in fraudulent billings to Medicare. In addition to the prison term, 
Alalu was ordered to pay more than $5.6 million in restitution, jointly and severally 
with his co-defendants.

American biotechnology company Amgen Inc. pleaded guilty in December  at a federal 
courthouse in Brooklyn, N.Y. to illegally introducing a misbranded drug into interstate 
commerce. Amgen agreed to pay $762 million to resolve criminal and civil liability. 
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READING LIST

I
N “SELLING TO CHINA: A Guide 
to Doing Business in China for 
Small- and Medium-Sized Companies” 
($20.95, iUniverse Publishing), author 
Stanley Chao shares with readers the 

“rules” for doing business in China, including 
how to determine if certain products or services 
are right for the Chinese market and how to 
navigate Chinese business culture.

Go to www.healthcarefi nancenews.com for our 

Q&A with the author, in which he talks specifi cally about 

healthcare businesses in China.

BUSTED
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