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Section 1.1 Adopt – Assess

Financing Resources
Finding the funds to finance a major health information technology (HIT) investment is challenging for every organization. This tool describes the various sources of funds that may be available for HIT. While not every source is applicable to every organization, the list may generate ideas you previously have not considered. 
Instructions for Use
As you approach your HIT projects, review the list of financing resources, check off those you think are worth pursuing, and assign applicable individuals to explore each. Keep track of the funds that may be available, their timing, and their risk (i.e., likelihood of receiving the funds: high, medium, or low).

Sources of Funds

· Cash flow from operations/use of reserves. Many organizations attempt to finance HIT through operational cash flow. This is becoming more difficult as more-sophisticated and more-expensive forms of HIT are being acquired. Some HIT may support a strong financial return on investment, but many forms of HIT are primarily focused on quality and patient safety. While a benefits analysis still should be performed for any HIT investment, the benefits may not be in the form of direct cash flow (1.2 Total Cost of Ownership and Return on Investment).

Estimate of available funds: $___________________ Timing: ___________ Risk: _______

· Philanthropy. Nonprofit organizations may be surprised to find philanthropy is a feasible funding source. Various forms of philanthropy include:

· In-kind contributions in various forms of support for at least some part of the HIT investment may be feasible. For example, local fire/police departments have permitted local clinics to piggyback onto their backup generator for IT. A commercial building owner supported remodeling and wiring of the space used by a clinic. 

· Donations from individuals may be used for HIT. Organizations have come up with creative ways to solicit and express appreciation for donations, such as building a tree in a lobby with donor names thanking them for saving a tree through paperless records.
· Donations from hospitals to providers have been made feasible through Stark and Anti-Kickback Law relief. If the providers are on staff at your affiliated hospital, this creates a win-win opportunity. Contact your local tax attorney to explore this further.

Estimate of cash or value of other contributions: $__________ Timing: _______ Risk: ____
· Local businesses, religious organizations, charities. Local employers have a vested interest in the cost of health care, and may also be a source of funds, directly or indirectly through contracting incentives. Some businesses may have foundations from which grants may be available. Other businesses may be willing to influence pay-for-performance from local insurers, legislative initiatives, or other forms of financial relief. Create awareness of the need and offer ideas of how they could offer support.

Estimate of cash or value of other contributions: $__________ Timing: ______ Risk: _____

· Malpractice premium relief. Some health care organizations have found their malpractice insurers are willing to provide a discount or not increase premiums when certain HIT investments are made.

Estimate of cash or value of other contributions: $_________ Timing: _______ Risk: _____

· Tax advantages. An accountant can help identify tax advantages for providers who are for-profit. 

Estimate of cash or value of other contributions: $_________ Timing: ______ Risk: ______

· Group purchasing. Group purchasing may provide a substantial discount on the price of either hardware, software, or both, if several organizations form a cooperative network. In addition to a larger discount for more users, group purchasing of a single product aids in the formation of health information exchange that enables better sharing of data across the continuum of care. Even if there is no discount for a group of unrelated organizations, several organizations purchasing the same product in a given locale may benefit by sharing lessons learned, using the same local consultant, etc.

Estimate of cash or value of discounts: $____________ Timing: ________ Risk: ______

· Vendor financing options. Many vendors offer an application service provider (ASP) or Software as a Service (SaaS) model that is both a form of financing of the software as well as management of IT operations. Additional information about the ASP/SaaS models is provided below. Vendors also offer traditional financing options, which should be compared with your local bank or other sources.

Estimate of impact on cash flow: $____________ Timing: ________ Risk: ______

· Remote hosting or outsourcing. This typically refers to (remote or local) management of the data center and its hardware/telecommunications for organizations that want to reduce IT staffing and hardware costs but maintain their own software.

Estimate of impact on cash flow: $____________ Timing: ________ Risk: ______

· Leasing. This option generally applies only to the hardware you acquire and manage yourself or that you include in an outsourcing arrangement.

Estimate of impact on cash flow: $____________ Timing: ________ Risk: ______

· Debt and equity financing. Bank loans and lines of credit are frequently tapped to support HIT purchases. Investigate no-cost or low-cost loan options, which may be a part of the Federal stimulus funding, with your local bank. 
Estimate of amount available net of cost: $____________ Timing: ________ Risk: ______

· Open source products. Evaluate HIT based on open source code, or even the VistA electronic health record (EHR) that was made available by the federal government in fall 2005. VistA EHR is a modification of the system that has been successfully used in the Veterans Health Administration hospitals and clinics. The software code is available for free through the Freedom of Information Act (www.ehealth.va.gov). Fees may apply for licensing the underlying database system, various subscriptions to support code sets, etc. Vendors who help implement the system will charge implementation fees and you may find costs for associated interface development. See WorldVistA (www.worldvista.org) and VistA Software Alliance (www.vistasoftware.org) for additional information.

Estimate of value: $____________ Timing: ________ Risk: ______

· Grants. Many small and rural health care organizations have experience with obtaining grants to finance major projects. This is becoming an increasingly important source of funds for HIT projects as the federal government is interested in supporting HIT investment. If your organization does not have experience with grants, be aware of the costs that may be associated with grants, including the writing of the grant and potential reports or research that must be completed as part of the fulfillment of the grant. 
Estimate of amount available net of cost: $____________ Timing: ________ Risk: ______
· Incentives. For primary care providers, a methodology for payment and reasonable costs is laid out in the American Recovery and Reinvestment Act (ARRA) to reimburse the cost of certified EHR technology. Primary care providers not adopting EHR technology by 2015 will face a financial penalty. Medicaid provides incentives under ARRA. Contact your Medicare and Medicaid representatives for specific information in your state.
· Subsidy. See the ARRA Opportunities section listed below to see if your clinic may qualify for assistance as part of this initiative.
Shared Services vs. Straight Licensure

Consider whether shared services or straight licensure is the right approach for your organization when acquiring HIT or EHR. In assessing financing options, you have a number of factors to consider in addition to price, including payment structure, how the product is delivered to you, service level agreements, and how the product was developed. A “shared services” model provides both a method for financing and for provisioning software. The shared services model is like renting an apartment while the straight licensure model is like owning a home. The shared services model has lower up-front costs. The vendor generally provides service on a subscription type of financing basis, with little down payment (set up fee), demands generally less staffing, has lower hardware costs, and allows you to pay as you go through a steady subscription fee over time. But, it offers less control and ability to customize; and the long-term cost may end up higher. Generally, HIT offered through the shared services model has less functional sophistication. The lack of customization allows hosting vendors to achieve economies of scale and offer this service as a lower cost alternative to licensure.

Evaluate the method used to deliver the application to your organization. In the shared services model, the hosting company maintains the server(s) with the applications and your data. You utilize clients (i.e., input devices of all types) in and through your organization to gain access to the remotely hosted server(s). This access may be provided through a Web front end to a traditional client/server set up, in which case the model is often referred to as an application service provider (ASP). Remote connectivity option (RCO) and ASP are typical terms used to describe how the vendor of the application hosts the primary servers and your data. 

Newer models utilize applications that have been developed from a Web-based platform, using Web services architecture. These are referred to as Software as a Service (SaaS) or on-demand systems. In the straight licensure model, you acquire a client/server system. You host the server(s) for your EHR, on which are located the application software and your data. You utilize clients throughout the organization as well as remotely at your discretion (e.g., you permit administrative staff access through a virtual private network or access to physicians through a portal). 

In the shared services model, service level agreements with the company hosting your EHR and other HIT are critical to ensure optimal connectivity and support—this includes disaster recovery and contingency planning. You must get in writing and verify what will happen in the event of downtime, and assure your data are protected and recoverable. One area of concern about the shared services model that is often misunderstood relates to security. Vendors who offer the shared services model do not co-mingle data and often have more robust security than most health care delivery organizations are willing to pay for on their own. Evaluate their security controls.
Assess the risks of the models. Most HIT vendors providing applications through the straight licensure model or ASP form of shared services have been around for a number of years and are sufficiently stable and less risk of failure than new vendors who offer only the ASP or SaaS model. This has been especially true where an ambulatory EHR vendor offers this as the only model for acquiring its product, since this model has not caught on well with providers, who are reluctant to have their records stored off site. Vendors who offer both straight licensure and ASP options and have a full suite of products are less likely to go out of business without appropriate provisions to keep their clients up and running. When considering a shared services model, you should ensure in your contract that not only do you own the data, but if the data are housed by the vendor, you will get your data returned if the company goes out of business you will get your data returned. In addition, the contract for any type of vendor should include that the software’s source code will be placed in an escrow account that will provide access should the company go out of business. This will enable maintenance of the systems for some period of time; and a somewhat easier process of converting the data to another product. 
Many small and rural health care organizations choose to license HIT products directly from the vendor, and have a vendor host only the data center, usually including managing the primary servers at a central location and providing connectivity support. In this case, the vendor does not have to be health care related. Some health care HIT suppliers provide this service, but medical specialty societies and other organizations are starting to provide this service, as well as generic IT companies. This form of straight licensure is like owning a townhome; you own the property but have a maintenance company oversee some core components.
Community Offering 
One other form of acquiring HIT is the community offering, also called enterprise offering. Typically a hospital or large clinic licenses the product, hosts, builds, and maintains it, and in turn supports other providers in the community, essentially using their software foundation. In this case, the large facility becomes the vendor for implementation and support. This can be a way to get an application a small facility may otherwise not be able to afford. Many of the advantages of the shared services model exist in the community offering. You will have little option to customize the application to meet your needs, potentially even less than in the ASP version. One very distinct difference is that these offerings co-mingle the data of all health care organizations they serve in the community via a single active directory. Access controls are provided to ensure that only treating provider organizations have access to the data. While community offering supports excellent coordination of care for patients, serving as a means to share data about patients—which is the goal of health information exchange—withdrawing records later may be difficult if organizations no longer wish to be part of the community offering or ever want to switch to another product. 
ARRA Opportunities

As part of the American Recovery and Reinvestment Act of 2009, Health Information Technology Regional Extension Centers are being developed that will provide education and technical assistance to help providers select, implement, and achieve meaningful use of certified EHR technology, as well as the ability to exchange health information with other providers and agencies. Achieving this goal will enable primary care providers to become eligible for bonus payments for their Medicare / Medicaid patients. 

The assistance Regional Centers will provide can be broken down to two levels:

1. General assistance will include outreach, education, workforce support, tools and resources in all aspects of EHR/HIT adoption, implementation, and meaningful use for all primary care providers.

2. Technical assistance will include direct, one-on-one, intensive assistance in the areas of vendor selection, group purchasing, implementation, workflow redesign, interoperability, health information exchange (HIE), and privacy and security for priority primary care providers.

The HITECH Act requires Regional Centers to prioritize the assistance they provide to priority primary care providers. Priority primary care providers are defined as: Physicians (IM, FP, DO, Ob/GYN, Ped) and health care professionals with prescriptive privileges (PA, NP, nurse midwife) primarily focused on primary care in the following settings:

· Individual and small group practices (10 or fewer professionals with prescriptive privileges) primarily focused on primary care;

· Outpatient primary care services offered at public and Critical Access Hospitals (CAH);

· Community health centers and rural health clinics; and 

· Other settings that predominantly serve uninsured, underinsured, and medically underserved populations.
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For support using the toolkit

Stratis Health ( Health Information Technology Services

952-854-3306 ( info@stratishealth.org

www.stratishealth.org
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