
Learn. Lead. Connect.  
VAHRMM  

October 16, 2014 



Agenda  

ÁWhat does AHRMM do? 
ÁAdvocate for the Industry 

ÁProvide Education 

ÁDevelop Resources 

ÁAssist with Career Planning 

ÁChampion Industry Initiatives 

ÁCQO: The Future of Healthcare Supply Chain 

ÁHospital Value-Based Purchasing Program 
ÁWhat it means to the supply chain professional 

Á How it correlates to CQO 

ÁQ&A 

 

2 



Appendix  

Á What is AHRMM? 
Á Mission and Vision 

Á Strategy Map 

Á Membership 

Á What does AHRMM do? 
Á Advocate for the Industry 

Á Provide Education 

Á Develop Resources 

Á Assist with Career Planning 

Á Champion Industry Initiatives 

Á How do I get involved? 

Á When Supply Chain Owns the CQO Intersection 
Á Christus Health Irving, TX 

Á Cook Medical and Franciscan Missionaries of Our Lady Health System Baton Rouge, LA 

Á Ochsner Health System New Orleans, LA 

Á ROI St. Louis, MO 

Á Vanderbilt University Medical Center 

Á Scottsdale Healthcare  

Á University of Virginia Health System Charlottesville, VA 

Á Wellmont Health System, TN 

Á Q&A 
3 



What Does AHRMM Do? 
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What Does AHRMM Do?  

AHRMM is committed to providing members with what they 

need to engage in the CQO Movement and advance 

excellence in the healthcare supply chain at the intersection 

of cost, quality and outcomes with:   

ÁIndustry Advocacy 

ÁEducation 

ÁResources 

ÁCareer Planning Tools 

ÁIndustry Initiatives 



Advocate for the Industry 
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Advocacy  

ÁCQO Movement 

ÁThe AHRMM CQO Movement (CQO) refers to the intersection of 

Cost, Quality, and Outcomes, and a more holistic approach to the 

correlation between:  

ÁCost  - of services, products, supplies, etc. 

ÁQuality - of patient care, services provided 

ÁOutcomes - patient safety, wellbeing, experience and satisfaction 

 

ÁAHRMM has developed a first-of-its-kind training and educational 

framework to support the CQO Movement and equip supply chain 

professionals with the skills and expertise they will need to master 

the intersection of cost, quality, and outcomes. 

 

7 



8 

CQO Year 2: 
Progress and Projections 

CQO Movement Sponsor: 
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CQO: a Recap 

In 2013, AHRMM launched the  
CQO Movement, a new way of approaching 

supply chain. 

 

Under the CQO movement, the supply chain can 
no longer focus exclusively on price, but rather the 
combination of product cost , the quality  of care 
delivered, and the reimbursement outcomes  to 
support healthcareôs new value-based models. 
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CQO: a new way of decision-makingé 

Cost:  all costs associated 
with delivering patient care 
and supporting the care 
environment  

Quality: patient -centered 
care aimed at achieving the 
best possible clinical 
outcomes 

Outcomes: financial 
reimbursement driven by 
outstanding clinician care at 
the appropriate cost 
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éhas become healthcareôs new  
ñbuzzwordò 
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CQO Principles 

ÅSupply chain contributes greatly to patient care. 
 

ÅSupply chain is a critical part of hospital 
management strategy. 
 

ÅUnder the ñnew healthcare,ò supply chain 
performance requires new metrics. 
 

ÅAll hospital stakeholders need to be educated 
about the role of supply chain in daily care 
delivery. 
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So is CQO the most important  
supply chain issue?  No.  

CQO teaches us that ñsupply chain issuesò no longer exist. 

 

In the new world of healthcare, supply chain ties to:  

ÅPatient care 

ÅProfit margins  

ÅQuality control  

 

CQO isnôt a supply chain issue. Itôs a healthcare issue. 
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How to Successfully Implement CQO . . .  

VGarner a deeper understanding of the cost structure associated 
with care delivery models outside the walls of hospitals 

  
VForge a co-partnership with the Chief Medical Officer to drive the 

change that links cost to quality 
   
V Identify organizational champions of thought leadership to 

facilitate process transformation  
  
VRestructure the operating tenets of the value analysis committee to 

assess new product impact on cost and quality 
  
VDevelop an approach to assess variability in physician/clinician 

practice patterns 
  
VEstablish a formal structure to implement change and monitor 

quality to sustain performance 
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CQO Methodology: The Process 

Define Current State 

Implementation  

Evaluate and Measure Results 
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CQO Methodologies, Stages 1 & 2 

ɆDefine the breadth of the initiative 

Ɇ One product or a group of products ɀ e.g. expand wound vac to wound 
care products 

Ɇ Process improvement ɀ e.g. reduction in needlestick injuries 
 

ɆWho are the stakeholders and what are their roles?    
Ɇ Direct users 
Ɇ Indirectly affected cohorts 

Stage 1  
Define 

Current 
State: 

Stakeholders  

ɆUtilization and cost of the current products or category 
 

ɆCost of adverse events 
 
ɆOpportunity cost 

 
ɆCost of inefficiencies 

 
ɆCost of change 

Stage 2   
Define 

Current State: 
Cost (any 

expenditure)  
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CQO Methodologies, Stages 3 & 4 

 

ɆProcess or Product direct impact 
 
ɆProcess or Product indirect impact 

 
ɆCost avoidance 

Stage 3 
Define 

Current 
State:  

Outcomes 
(revenue lost 

or gained)  

 

ɆAssess operating procedures and clinical protocols associated 
with the process 
 
ɆReview of patient satisfaction data 

 
ɆDefine quality indicators around product or process 

 
ɆQuality indicators must be unaffected or improved to proceed 

 

Stage 4  
Define 

Current State: 
Quality 
(patient 

experience)  
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CQO Methodologies, Stage 5 

 

ɆCreate current state summary document for presentation 
ɆAudience is Value Analysis 
ɆConcise, short and actionable 
ɆTailor to the audience  
ɆProvide peer reviewed evidence, avoid vendor marketing and self-funded 

studies 
 

ɆEmpower the CQO intersection group to make the strategy decisions about 
product utilization or process improvement considering all the 
information about cost, quality and outcomes provided in current state 
 
ɆSuggest strategies that are reasonable and will not alienate key 

stakeholders 
 
ɆRemind stakeholders of mission to improve financial performance while 

maintaining or improving current levels of quality and patient outcomes 
including satisfaction 
 
ɆMust reach strategic consensus with all stakeholders 

 
ɆStrategy formation from this group becomes input to next stages of 

implementation  

Implementation: 
Strategy 

Formation  
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CQO Methodologies, Stages 6-10 

ÅStage 6: Evaluations of Product  
(evaluation of new product or process by stakeholders) 
 
ÅStage 7: Sourcing 
 
ÅStage 8: Contracting 
 

ɆStage 9: Inventory 
 
ÅStage 10: Education 

ÅKey stakeholder education 
ÅInvolvement of nursing education team  
ÅWritten /verbal information revolving around 
product  change i.e. bulletin boards, locker room 
talk, client publications  
ÅFormal in -servicing by vendor and clinicians for all 
end users. 

Implementation  



20 

Stage 11- Evaluate and Measure Results 
 

CQO requires new 
metrics to 
transition from 
cost-based 
measurement to 
value-based 
measurementé 
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CQO Metrics: A Phased Approach 
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Real-World CQO Initiatives  

Å Reduction in Pressure 
Ulcers 
 

Å Reduction in Ventilator-
Associated Pneumonia 
 

Å Hospital acquired UTI 
 

Å Use of ultraviolet light 
on near patient 
surfaces to prevent HAI 

 

Å Radiofrequency 
detectable sponges     
for use during surgical         
cases 
 

Å Investing in OR Robotic 
system  

 

Å CAUTI prevention 
 

Å Infection Prevention 
Policies  
 

Å DVT  
 

Å Swab Caps  
 

Å Reprocessing 
 

Å Injectable Contrast 
Media  
 

Å Reduction in C-diff  

Å Reduction in Surgical 
Site Infections (SSI)  

 

Å Intravascular 
Ultrasound devices  

 

Å Use of Orthobiologics 
 

Å Medsnap Drug 
Identification 
Application  

 

Å Early Sense Non-
Invasive Monitoring 

  
Å Home Monitoring 

Applications 
 



Hospital Value-Based Purchasing (HVBP) 

Program 
 

What it means to the supply chain professional and how it correlates to CQO 



HVBP Program  

ÁEstablished by the Affordable Care Act of 2010 

ÁCMS issued final rule on April 29, 2011 

establishing the HVBP Program 

ÁImplements pay-for-performance in the payment 

system that accounts for the largest share of 

Medicare spending / affects payment for 

inpatient stays in more than 2,900 hospitals 
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HVBP Program  

ÁExpected to reduce Medicare spending by 

approximately $214B over the next 10 years 

ÁToday 40% of average hospital payer mix is 

Medicare 

ÁAdopted performance measures, drawn from 

measures that hospitals have been reporting 

under the Hospital Inpatient Quality Reporting 

program 
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HVBP Program  

Fiscal Year Applicable Domains Weighted Value 

2013 Clinical Process of Care Domain 

Patient Experience of care Domain 

70% 

30% 

      

2014 Clinical Process of Care Domain 

Patient Experience of Care Domain 

Outcome Domain 

45% 

30% 

25% 

      

2015 Clinical Process of Care Domain 

Patient Experience of Care Domain 

Outcome Domain 

Efficiency Domain 

20% 

30% 

30% 

20% 

      

2016 Clinical Process of Care Domain 

Patient Experience of Care Domain 

Outcome Domain 

Efficiency Domain 

10% 

25% 

40% 

25% 

The measures within the program are grouped into domains with different weights applying depending on the FY: 

Note: The measures of each domain are defined in Tables 1, 2, 3, and 4.  

Source: Department of Health and Human Services, Centers for Medicare & Medicaid Services, Federal Register 
August 19, 2013 
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HVBP Program  

HVBP incentive payments will be funded by reducing the 

base operating diagnosis-related group (DRG) payment 

amounts that determine the Medicare payment for each 

inpatient discharge by the following percentage each year: 

Á 1.0% for Fiscal Year (FY) 2013 

Á 1.25% for FY 2014 

Á 1.5% for FY 2015 

Á 1.75% for FY 2016 

Á 2.0% for FY 2017 and subsequent years 

There will winners and losers with some hospitals receiving 

a net increase in payments and the rest receiving a net 

decrease. 
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HVBP Program  

Table 1. Clinical Process of Care Domain Measures, FY 2014 - 2015  

  

  

Measure ID   Measure Description   

AMI - 7a   Fibrinolytic Therapy Received Within 30 Minutes of Hospital Arrival   

AMI - 8a   Primary PCI Received Within 90 Minutes of Hospital Arrival   

HF - 1   Discharge Instructions   

PN - 3b   Blood Cultures Performed in the Emergency Department (ED) Prior to Initial  

Antibiotic Received in Hospital   

PN - 6   Initial Antibiotic Selection for Community - Acquired Pneumonia (CAP) in  

Immunocompetent Patients   

SCIP - Inf - 1   Proph ylactic Antibiotic Received Within One Hour Prior to Surgical Incision   

SCIP - Inf - 2   Prophylactic Antibiotic Selection for Surgical Patients   

SCIP - Inf - 3   Prophylactic Antibiotics Discontinues Within 24 Hours After Surgery End  

Time   

SCIP - Inf - 4   Cardiac Surgery  Patients with Controlled 6:00 a.m. Postoperative Serum  

Glucose   

SCIP - Inf - 9   
-   

Urinary Catheter Removal on Postoperative Day 1 or Postoperative Day 2   

SCIP - Card - 2   Surgery Patients on a Beta - Blocker Prior to Arrival Who Received a Beta - 
b locker During the Perioperative Period   

SCIP - VTE - 1   
(2014 only)   

Surgery Patients with Recommended Venous Thromboembolism  

Prophylaxis Ordered   

SCIP - VTE - 2   Surgery Patients Who Received Appropriate Venous Thromboembolism  

prophylaxis Within 24 Hours   Prior to surgery to 24 Hours After Surgery   

Source: Department of Health and Human Services, Centers for Medicare & Medicaid Services Federal Register August 19, 2013 

 

  - 
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HVBP Program  

Table 2.  Patient Experience of Care Domain Measure, FY 2014 - 2015  

Measure ID Measure Description 

HCAHPS* Hospital Consumer Assessment of Healthcare Providers and Systems 

Surveys 

* Finalized  Dimensions 

Communication with Nurses 

Communication with Doctors 

Responsiveness of Hospital Staff 

Pain Management 

Communication about Medicines 

Cleanliness and Quietness of Hospital Environment  

Discharge Information 

Overall Rating of Hospital  

Source: Department of Health and Human Services, Centers for Medicare & Medicaid Services, Federal Register 
August 19, 2013 
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HVBP Program  

Table  3 .   Outcome Domain Measures, FY 2014  -   2015   

Measure ID   Measure Description   

MORT - 30 - AMI   Acute Myocardial Infarction  (AMI) 30 - Day Mortality Rate   

MORT - 30 - HF   Heart Failure (HF) 30 - Day Mortality Rate   

MORT - 30 - PN   Pneumonia (PN) 30 - Day Mortality Rate   

AHRQ PSI - 90    
composite    
(for FY 2015 only)   

Complication/Patient Safety for Selected indicators (composite)   

CLABSI   
(for FY  2015 only)   

Central Line - Associated Blood Stream Infection   

Source: Department of Health and Human Services, Centers for Medicare   & Medicaid Services, Hospital Value - Based Purchasing P rogram, ICN  

907664 March 2013   

  

Table  4 .   Efficiency Domain Measures, FY  2015   

Measure ID   Measure Description   

MSPB - 1 (for FY 2015 only)   Medicare Spending per Beneficiary (MSPB)   

Source: Department of Health and Human Services, Centers for Medicare & Medicaid Services, Federal Register August 19, 2013   
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HVBP Program  

How it Correlates to CQO 

Hospital Consumer Assessment of Healthcare Providers and 

System Surveys 

 

ÁCleanliness and Quietness of Hospital Environment 

ÁOverall Rating of Hospital 

 

üorganization elects to outsource EVS 

üsupply chain responsible for issuing RFP and subsequent 

contract that addresses the measurement of cost, quality, 

outcomes and service 
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Parting Thought  

Progressive supply chain professionals 

understand that in the broadest sense Supply 

Chain Management value is multidimensional: 

ÁReducing supply cost 

ÁImproving clinical outcomes and safety 

ÁImproving service quality 

ÁIncreasing customer satisfaction 

 

Cost, Quality, and Outcomes! 
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Questions & Answers 



Appendix 



What Is AHRMM? 



36 

Mission and Vision  

ÁMISSION 

 
AHRMM strives to advance healthcare through supply chain 

excellence by providing education, leadership, and advocacy to 

professionals in healthcare and related organizations that are 

accountable to the community and committed to health 

improvement. 
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Mission and Vision  

ÁVISION 

 
To advance healthcare supply 

chain excellence though the 

provision of education, the 

sharing and cultivation of 

knowledge, and continuous 

advocacy for the profession. 



Strategy Map  

1. DEVELOPMENT ï To develop the healthcare supply chain 

professional in a changing healthcare environment. 

Á Education  

Á Knowledge 

Á Engagement 

2. VOICE ï To advance the healthcare supply chain management 

profession through advocacy and collaborative relationships.  

Á Advocacy  

Á Collaborative Relationships 

3. IMPACT ï To ensure the growth, influence, and advancement of 

AHRMM. 

Á Governance  

Á Membership and Chapter Relations 

Á AHRMM Foundation/Funding 

Á Financial Stability 
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Membership  

ÁMember-driven association  

ÁMore than 4,300 individual members  

ÁIndividuals in healthcare resource and  

materials management or supply chain  

activities at provider organizations 

ÁAlso include individuals at manufacturers,  

distributors, contract materials  

management organizations, consultants,  

active duty military, and students 

Á30 affiliated chapters across the US and in Canada 

ÁMembership represented by a Board of Directors and 

served by a full staff 


