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What does AHRMM do?

Advocate for the Industry
Provide Education

Develop Resources

Assist with Career Planning
Champion Industry Initiatives
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How it correlates to CQO
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When Supply Chain Owns the CQO Intersection
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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:

Industry Advocacy
Education

Resources

Career Planning Tools
Industry Initiatives

Association for Healthcare
Resource & Materials Management

/. AHRVMM

A personal membership group of the



AHRMM

I . l Association for Healthcare
Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association

CQO: The Future
of Healthcare
Supply Chain

-
> -
" o
&l
?

-

A o

ol ]

=



Advocacy

CQO Movement

The AHRMM CQO Movement (CQO) refers to the intersection of
Cost, Quality, and Outcomes, and a more holistic approach to the
correlation between:

Cost - of services, products, supplies, etc.
Quality - of patient care, services provided
Outcomes - patient safety, wellbeing, experience and satisfaction

AHRMM 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.
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Progress and Projections

CQO Movement Sponsor: 'VHA



CQO: aRecap

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 heal t h-bagedeadsls. ne w

§w CQO: 'The Future of Healthcare Supply Chain



CQO:anew way of decision-making€ /. AHRMM
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1cOSt W) noun \kest\ Cost: all costs associated
with delivering patient care
Definition of COST R +1 .
and supporting the care
1 a: the amount or equivalent paid or charged for something : .
~~~~~ environment
‘qual-i-ty @) noun \kwario-ta\ Quality: patient-centered

care aimed at achieving the
best possible clinical

plural qual-i-ties

Definition of QUALITY Q +
1 a: peculiar and essential character : NATURE <her ethereal OUtcomeS

qt

:i out-come %) noun \ait-kem\ Outcomes:  financial

¢ | Definition of oUTCOME gt reimbursement driven by

Jo : something that follows as a result or consequence <a OUtStandlng CIInICIan care at

surprising outcome> <patient outcomes of bypass surgery>

the appropriate cost

ai &% See outcome defined for English-language learners »
See outcome defined for kids »

Examples of OUTCOME
» the outcome of the election

+ We are still awaiting the final outcome of the trial.

A CQO: The Future of Healthcare Supply Chain
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April 29, 2013, 10:02 a.m. EDT
AHRMM Cost, Quality, and Outcomes Movement
Takes the Stage at the GHX Healthcare Supply

Chain Summit

AHRMM to present both a workshop and breakout session on the role
supply chain professionals play at the intersection of cost, quality and
outcomes at the upcoming Summit in Las Vegas, May 20-22, 2013

FRIDAY, JANUARY 24, 2014

Moving Health IT from Cost to Benefit: Putting the
Pieces Together

HEALTHCARE FINANCE NEWS

News Blog White Papers Webinars Jobs More ¥

u P . AT E Outcomes matter to hospital supply chain

The nation’s premier providers of specialfy medical sales, service and education

A broader focus for tomorrow's MMs

Materials management association kicks off Cost-Quality-Outcomes initiative

A CQO: The Future of Healthcare Supply Chain



ssociation for Healthcare
Resource & Materials Management

Advancing the Healthcare Supply Chain
[

INCI AHRMM
CQO Principles A\
A Supply chain contributes greatly to paﬁeﬁéﬂﬁp{m%gre.

A Supply chain is a critical part of hospital
management strategy.

AUnder the finew healthcar
performance requires new metrics.

A All hospital stakeholders need to be educated
about the role of supply chain in dally care
delivery.

4 CQO: The Future of Healthcare Supply Chain



Association for Healthcare

So is CQO the most important /. AHRMM
supply chain issue? No. Lada

Resource & Materials Management

Advancing the Healthcare Supply Chain

CQO teaches us that nsupply

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

A Profit margins
A Quality control

CQO 1 snot a supply chain 1 s

L M CQO: The Future of Healthcare Supply Chain



Assoc at ion fo He lthca re

How to Successfully Implement CQO 4. AHRMM

Advancing the Healthcare Suppl'y Chain
A personal membership group of the

American Hospital Association

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

V Forge a capartnership with the Chief Medical Officer to drive the
change that links cost to quality

V ldentify organizational champions of thought leadership to
facilitate process transformation

V Restructure the operating tenets of the value analysis committee to
assess new product impact on cost and quality

V Develop an approach to assess variability in physician/clinician
practice patterns

V Establish a formal structure to implement change and monitor
guality to sustain performance

4 CQO: 'The Future of Healthcare Supply Chain



CQOMethodology: The ProcessLAHRW

Management
Adva Igtn e Healthcare Supply Chain
roup of the

Define Current State

Implementation

Evaluate and Measure Results

4 CQO: 'The Future of Healthcare Supply Chain



CQO Methodologies, Stages 1 & 2 [/ sl

Stage 1
Define
Current
State:
Stakeholders

Stage 2
Define
Current State:
Cost (any
expenditure)

Association for Healthcare
Resource & Materials Management

Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association

PDefine the breadth of the initiative

E One product or a group of productg e.g. expand woundracto wound
care products
E Process improvementz e.g. reduction inneedlestickinjuries

RANho are the stakeholders and what are their roles?
E Direct users
E Indirectly affected cohorts

FUtilization and cost of the current products or category
FCost of adverse events

FEOpportunity cost

ECost of inefficiencies

FECost of change

] CQO: The Future of Healthcare Supply Chain



CQO Methodologies, Stages 3 & 4 [ RERELIY!

Resource & Materials Management
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American Hospital Association

Stage 3
Define -
Current Z Process or Product direct impact
State:
Outcomes
(revenue lost
or gained)

F Process or Product indirect impact

F Cost avoidance

£ Assess operating procedures and clinical protocols associated
Stage 4 with the process
Define

Current State: F Review of patient satisfaction data

Quality

(patient Z Define quality indicators around product or process
experience)

F Quality indicators must be unaffected or improved to proceed

] CQO: The Future of Healthcare Supply Chain



CQO Methodologies, Stage 5 A, AHRMM

Implementation:

Strategy
Formation

Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association

ECreate current state summary document for presentation
FAudience is Value Analysis
FConcise, short and actionable
FTailor to the audience

EProvide peer reviewed evidence, avoid vendor marketing and sefifinded
studies

FEmpower 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

FESuggest strategies that are reasonable and will not alienate key
stakeholders

FRemind stakeholders of mission to improve financial performance while
maintaining or improving current levels of quality and patient outcomes
including satisfaction

EMust reach strategic consensus with all stakeholders

EStrategy formation from this group becomes input to next stages of
implementation

] CQO: The Future of Healthcare Supply Chain



Association for Healthcare

CQO Methodologies, Stages 610 AR E A

Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association

AStage 6:Evaluations of Product
(evaluation of new product or process by stakeholders)

AStage 7:Sourcing
AStage 8: Contracting

FStage 9: Inventory

Implementation

AStage 10: Education
Aey stakeholder education
Anvolvement of nursing education team

Awritten /verbal information revolving around
product change i.e. bulletin boards, locker room
talk, client publications

AFormal in -servicing by vendor and clinicians for all
end users.

] CQO: The Future of Healthcare Supply Chain



Association for Healthcare
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Stagel 1- Evaluate and Measure Results A; AHRMM

A personal membership group of the
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CQO requires new
metrics to

transition from
cost-based
measurement to
value-based
measur emen

/] CQO: The Future of Healthcare Supply Chain



CQO Metrics: A Phased Approach L AHRMM

ssociation for Healthcare
Resource & Materials Management

Advancing the Healthcare Supply Chain

Become familiar
with metrics that
are part of the
materials
management
supply chain leader
strategy.

Supply chain Help to lead the
leader charge for CQO
involvement in the ~ metrics

clinical, quality, measurement
and outcomes side Within each

of the healthcare  organization and
industry. the industry.

4 CQO: 'The Future of Healthcare Supply Chain



RealWorld CQO Initiatives

A Reduction in Pressure A Investing in OR Robotic A

A

A

Ulcers

Reduction in Ventilator A
Associated Pneumonia A

Hospital acquired UTI

Use of ultraviolet light
on near patient

surfaces to prevent HAI

Radiofrequency
detectable sponges
for use during surgical
cases

’1 d CQO: The Future of Healthcare Supply Chain

A

system
CAUTI prevention

Infection Prevention
Policies

DVT

A Swab Caps

A
A

Reprocessing

Injectable Contrast
Media

Reduction in &liff

A

A

AHRMM

iatio; leth

‘ eeeeeee & Mater lM 5ment

Advancmg the Healthcare Supply Chain

\memb hpg up of the
Am n Hospital Association

Reduction in Surgical
Site Infections (SSI)

Intravascular
Ultrasound devices

Use ofOrthobiologics

MedsnapDrug
|dentification
Application

Early Sense Nen
Invasive Monitoring

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




HVBP Program

Established by the Affordable Care Act of 2010

CMS issued final rule on April 29, 2011
establishing the HVBP Program

Implements 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

}l.l Association for Healthcare
Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association 24



HVBP Program

Expected to reduce Medicare spending by
approximately $214B over the next 10 years

Today 40% of average hospital payer mix is
Medicare

Adopted performance measures, drawn from
measures that hospitals have been reporting
under the Hospital Inpatient Quality Reporting
program

}l.l Association for Healthcare
Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
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HVBP Program

The measures within the program are grouped into domains with different weights applgpending orthe FY

Fiscal Year Applicable Domains Weighted Value
2013 Clinical Process of Care Domain 70%
Patient Experience of care Domain 30%
2014 Clinical Process of Care Domain 45%
Patient Experience of Care Domain 30%
Outcome Domain 25%
2015 Clinical Process of Care Domain 20%
Patient Experience of Care Domain 30%
Outcome Domain 30%
Efficiency Domain 20%
2016 Clinical Process of Care Domain 10%
Patient Experience of Care Domain 25%
Outcome Domain 40%
Efficiency Domain 25%

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

Source: Department of Health and Human Services, Centers for Medicare & Medicaid Services, Federal Regi Association for Healthcare

August 19, 2013 Resource & Materials Management
9 Advancing the Healthcare Supply Chain

A personal membership group of the
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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:

1.0% for Fiscal Year (FY) 2013

1.25% for FY 2014

1.5% for FY 2015

1.75% for FY 2016

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. }

s ciation for H althe,
t\\i I\l ;,

Advancin, gthe Health S pply Ch In
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HVBP Program

Table 1 Clinical Process of Care Domain Measure20EX- 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

HF1 Discharge Instructions

PN3b Blood Cultures Performed in the Emergency Department (ED) Prior ta Initial
Antibiotic Received in Hospital

PN-6 Initial Antibiotic Selection for Communrftgquired Pneumonia (CAP) in
Immunocompetent Patients

SCIANnf-1 Proplylactic Antibiotic Received Within One Hour Prior to Surgical Incision

SCIANnf-2 Prophylactic Antibiotic Selection for Surgical Patients

SCIANf-3 Prophylactic Antibiotics Discontinues Within 24 Hours After Surgery End
Time

SCIAnf-4 Cardiac SurgeBatients with Controlled 6:00 a.m. Postoperative Serun
Glucose

SCIANf-9 Urinary Catheter Removal on Postoperative Day 1 or Postoperative Day 2

SCIRCard2 Surgery Patients on a Be&tocker Prior to Arrival Who Received a Beta
blocker During the Perioperative Period

SCIPVTEL Surgery Patients with Recommended Venous Thromboembolism

(2014 only) Prophylaxis Ordered

SCIPVTE2 Surgery Patients Who Received Appropriate Venous Thromboembolism
prophylaxis Within 24 HouRsior to surgery to 24 Hours After Surgery

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

A AHRMM
Lok
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HVBP Program

Table 2. Patient Experience of CBx@main Measuret-Y2014- 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 R%r AHM/I

August 19, 2013 I.l Association for Healthcare

Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association 29




HVBP Program

Table3. Outcome Domain Measures, FY 2012015

Measure ID Measure Description |
MORT-30-AMI Acute Myocardial Infarction(AMI) 30-Day Mortality Rate

MORT-30-HF Heart Failure (HF) 3@ay Mortality Rate

MORT-30-PN Pneumonia (PN) 3@ay Mortality Rate

AHRQ PS80 Complication/Patient Safety for Selected indicators (composite)
composite

(for FY 2015 only)

CLABSI Central LineAssociated Blood Stream Infection

(for FY2015 only)

Source: Department of Health and Human Services, Centers for M&dMadicaid Services, Hospital VaBBased Purchasingdgram, ICN
907664 March 2013

Table4. Efficiency Domain Measures, B¥15

Measure ID Measure Description
MSPB1 (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

}l.l Association for Healthcare
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HVBP Program

How it Correlates to COO

Hospital Consumer Assessment of Healthcare Providers and
System Surveys

Cleanliness and Quietness of Hospital Environment
Overall Rating of Hospital

organization elects to outsource EVS

supply chain responsible for issuing RFP and subsequent
contract that addresses the measurement of cost, quality,
outcomes and service

Association for Healthcare
Resource & Materials Management
Advancing the Healthcare Supply Chain

A personal membership group of the
American Hospital Association 31
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Parting Thought

Progressive supply chain professionals
understand that in the broadest sense Supply
Chain Management value is multidimensional:

Reducing supply cost
Improving clinical outcomes and safety
Improving service quality

Increasing customer satisfaction

Cost, Quality, and Outcomes!

Association for Health
Re: & Materials M

Advancing the Healthcare Supply Chain
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Mission and Vision

MISSION

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.

Association for Healthcare
Resource & Materials Management
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Mission and Vision

VISION

To advance healthcare supply
chain excellence though the
provision of education, the
sharing and cultivation of
knowledge, and continuous
advocacy for the profession.

}l.l Associa ‘ n for Healthc
Res t\ Materials \I ment
Advanclng the Healthcare Supp!y Chaln

A per. al membership gro D
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Strategy Map

DEVELOPMENT T To develop the healthcare supply chain
professional in a changing healthcare environment.
Education
Knowledge
Engagement

VOICE T To advance the healthcare supply chain management
profession through advocacy and collaborative relationships.

Advocacy
Collaborative Relationships

IMPACT T To ensure the growth, influence, and advancement of

AHRMM.

Governance
Membership and Chapter Relations
AHRMM Foundation/Funding

Financial Stability } AHRMM

Association for Healthcare
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Advancing the Healthcare Supply Chain
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Membership

Member-driven association
More than 4,300 individual members

Individuals in healthcare resource and
materials management or supply chain
activities at provider organizations

Also include individuals at manufacturers,
distributors, contract materials
management organizations, consultants,
active duty military, and students

30 affiliated chapters across the US and in Canada

Membership represented by a Board of Directors and
served by a full staff

}l.l Association for Healthcare
Resource & Materials Management
Advancing the Healthcare Supply Chain
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