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Leading to the power and promise 
of the digital health renaissance
We all know about the incredibly 

swift uptick and uptake last year 
of digital health, driven by neces-

sity during the COVID pandemic shut-
down. The health care sector, not known 
for rapid pivots or streamlined service, 
dove into adoption and effectively deliv-
ered, patients embraced virtual care and 
investment in digital health soared.  

Venture funding for digital health surged 
to $14.1 billion in 2020, a 72% increase 
over the next highest year (2018), reported 
Rock Health. Total corporate funding, in-
cluding venture capital, debt and public 
market financing, reached $21.6 billion last 
year, up 103% from $10.6 billion in 2019, 
according to Mercom Capital Group. 

Virtual health utilization decreased in 
2020 when in-person care became an op-
tion again but, clearly, investors are bank-
ing on considerable growth in digital 
health as providers integrate virtual care 
with care delivered by patients’ traditional, 
trusted caregivers. At the 2021 Consumer 
Electronics Show (CES) held virtually in 
January, experts in health tech predicted 
the digital health boom will continue post-
COVID and could accelerate further.  

Will health care finally enter the 
modern digital era?

If this is the tipping point for digital 
health, then perhaps the health care system 
will finally catch up to every other industry 
and enter the modern world. Why so far 
behind? Health care has been digitally 
handicapped by several factors.

Until the COVID public health emer-
gency (PHE), Medicare did not cover tele-
health services except in rural areas with 
many limitations. Private insurers, as is 
typical, followed Medicare’s lead. No cov-
erage means no payment for telehealth and 
inability to incur costs of providing the ser-
vice.  

Second, hospitals and health systems 
have had to focus all health information 
technology (HIT) effort and resources on 
adopting and maintaining excessively ex-
pensive, notoriously cumbersome, and 
poorly performing electronic health re-
cords (EHRs).  

A 2009 law that was supposed to result 
in an electronic ecosystem of easily shared 
health information instead created a 
“sprawling, disconnected patchwork” of 
thousands of EHRs that are not interoper-
able and that have “handcuffed health pro-
viders to technology they mostly can’t 
stand” while enriching and empowering 
the $13 billion-a-year EHR industry. Those 
are the findings of Fortune magazine after 
extensive study of the matter with Kaiser 
Family Foundation.  Research also shows 
that EHR vexation is a major contributor 
to physician burnout. 

Scarred by this experience, hospitals, 
health systems and providers have low 
HIT expectations, insisting on only rudi-
mentary deliverables in the digital space: 
integration with current systems (fre-
quently requiring costly patches); compat-
ibility with existing workflows (even if the 
EHR itself drives sub-optimal workflows); 
least friction for beleaguered physicians; 
and compliance, privacy and security. 
Maxed out by EHR frustration, most 
health systems and physicians have had lit-
tle patience or bandwidth to explore digital 
innovations. Nor do providers have the 
capital to invest in unproven digital prod-
ucts or lure the best technologist. 

We are fortunate in the Greater Roches-

ter area to have health systems that, despite 
HIT challenges, remain undaunted and 
have become leaders in digital health inno-
vation, providing virtual care solutions to 
their patients and our communities. But 
the health care system as a whole lags woe-
fully.

Pandemic the change agent
COVID prompted the government to 

remove persistent barriers to the health 
system’s IT transformation and provided 
reimbursement for telehealth. Recognizing 
how well telehealth is working during the 
PHE and how popular it is, the Centers for 
Medicare and Medicaid Services (CMS) in 
January made permanent several Medicare 
changes for telehealth and expanded access 
to other digital modalities including re-
mote patient monitoring (RPM). CMS also 
started a Medicare inpatient hospital-at-
home program.  

Congressional action is required to 
more fully liberate digital health from re-
striction and encourage payment, but this 
has been a swift and significant shift that 
clears the way for consistent government 
reimbursement and private payers likely 
will follow Medicare’s lead. 

Recognizing that the tipping point may 
have finally arrived, everyone and their 
wallets are jumping into the digital health 
pool. The world’s largest companies, bril-
liant technologists and ingenious startups 
all seek solutions beyond what has been 
imagined thus far to truly revolutionize 
how care is delivered, advance medicine, 
reduce costs and address the health sys-
tem’s long-standing, most-frustrating 
problems. Hundreds of companies offer 
thousands of solutions, some original, ma-
ny similar but with “distinctive” features 
making them “superior” in a wild west of 
digital health.   

Finding your way in 
health care’s digital frontier

It is exciting and chaotic.  
As with past tectonic shifts in other mar-

kets from Amazon to Zillow, disruption to 
the legacy industry is monumental and on-
ly the strong survive. In health care, we 
need to be cautious with hospitals, health 
systems and other providers that emerge 
from the pandemic in a weakened finan-
cial state. They must continue to battle CO-
VID and their legacy challenges including 
insurer denials, government underfunding 
and regulatory burdens, while providing 
quality care and serving their communi-
ties. 

Pandion Optimization Alliance has 
partnered with hospitals and health sys-
tems for 70 years providing group purchas-
ing and business solutions to help them 
achieve that mission. There is no clear path 
to the digital health future right now and 
high potential for charlatan vendors and 
unproductive detours. It is our job to lead 
our customers during these tumultuous 
times and in this emerging macrocosm by 
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Navigating the pressures that 
accompany a post-pandemic world

“In every crisis, doubt or confusion, take 
the higher path – the path of compassion, 
courage, understanding, and love.”

-- Amit Ray
The COVID-19 pandemic has changed 

our world in many ways. The frustration of 
what constitutes the post-pandemic “new 
normal” represents a tremendous uncer-
tainty for all organizations, particularly 
not-for-profits. For example, less than one 
year ago, it was highly unlikely that the vast 
majority of our meetings and communica-
tions, both internal and external, would 
take place as a result of virtual technology. 
As a result of the pandemic, we find the 
word “impossible” fading rapidly from our 
lexicon. Further technology revolution is 
the order of the day and the foreseeable fu-
ture. For example, in the health and human 
service delivery sector, the use of telehealth 
and telemedicine technologies has acceler-
ated the acceptance that services do not 
have to be provided face to face. In fact, 
many experts believe that the pandemic 
has accelerated the acceptance of telehealth 
and telemedicine by a decade. We all need 
to embrace the techno-revolution and au-
tomobiles without human drivers.

One of my recent columns discussed the 
concept for nonprofit organizations to 
consider outsourcing non-core competen-
cies in order to achieve more cost-effective 
service delivery and outcomes. The pres-
sure on nonprofit service providers to ob-
tain and/or develop cost-effective ap-
proaches to service delivery has been 
building for decades. Most of this pressure 
has been accelerated by advancements in 
technology. One of my colleagues recently 
said that my current smartphone has far 
more technology than what was used for 
purposes of building a successful Lunar 
Landing Module in 1969. I found that 
knowledge terrifying.

In addition to technology advance-
ments, however, there are many additional 
pressures on nonprofit organizations that 
result from increased government regula-
tions and consumer demands for cost-ef-
fective service delivery. For example, Gov. 
Andrew Cuomo issued Executive Order 
38 back in 2013, which required a transi-
tion for nonprofit health and human ser-
vice organizations to reduce their adminis-
trative costs below 15%. Since the issuance 
of Executive Order 38, insurance compa-
nies and managed care organizations, as 
well as Federal grant funding, have re-
duced their expectation for administrative 
costs to 10% or less. This extraordinary 
pressure is, in large measure, driving con-
tinued affiliations and mergers of tax-ex-
empt organizations across all charitable 
service sectors.

Many tax-exempt organizations contin-
ue to apply a strategy that involves collabo-
ration with other nonprofits to create a 
management services organization. Group 
purchasing cooperatives and information 
technology outsourced service providers 
are two of the most common services that 
lead to the formation of an MSO or the uti-
lization of an outsourcing service vendor.

MSOs are not a new concept. Similar 
structures have been in place for decades. 
Yet “management service organization” 
can mean many things to many people.

A broad definition of an MSO is any or-
ganization that provides goods or services 
to its members and other customers with 
the objective of improving productivity, ef-
ficiency and reducing costs.  Obviously, 
this definition can apply to a variety of or-

ganizations. MSOs can be either nonprofit 
or for-profit, depending upon the mission 
and objectives of the individuals forming 
the entity.

In the nonprofit sector, their popularity 
is being driven by the techno-revolution 
and changing expectations of consumers 
and government funders. Nonprofit orga-
nizations continue to face the challenge of 
government funders and philanthropic 
donors to produce quality service at a cost-
effective price.

Other than group purchasing, the most 
common functions that can benefit from a 
shared service MSO approach are as fol-
lows:
•	 Information technology
•	 Financial reporting and billing
•	 Human resources
•	 Regulatory compliance / QA
•	 Managed care provider contracting
•	 Facilities / occupancy / maintenance
•	 Access to grants and capital financing / 

credit facilities
•	 Transportation
•	 Administrative functions supporting 

regional provider networks (e.g., IPAs)
•	 Fundraising and development
•	 Marketing, public relations & commu-

nications
•	 Strategic planning and multi-provider 

collaborations
As MSOs have become more popular in 

the health and human services sectors, 
their failure rate has increased dramatical-
ly. Recent studies have shown that, particu-
larly in the nonprofit sector, a large per-
centage of MSOs failed to achieve their 
goals and fulfill their mission.

Based upon my 40 years’ experience in 
the design, development and formation of 
MSOs, I believe the 10 factors in the fol-
lowing list are critical elements for success 
in providing such services.  s you read this 
list, keep in mind that, in the final analysis, 
an MSO’s ability to provide value to its 
members/customers represents the key 
component to long-term success.

The 10 critical factors are:
1.	The organization and its members 

must share a common vision with a de-
fined purpose, goals, and objectives. 
Too often, MSOs attempt to provide 
services in areas where they have no 
experience or core competency.

2.	The MSO must have dedicated, capable 
leadership. Since MSOs provide servic-
es, the leaders must have recognized 
expertise in providing these services-or 
else no one will want to buy.

3.	The organization must have sufficient 
capital resources to be able to deliver 
what is promised in terms of services 
and bottom-line value to its customers.

4.	It also must have a customer focus and 
an ability to measure the satisfaction of 
its customers.

5.	The MSO should be a free-standing, 
entrepreneurial organization. A timely 
decision-making process and manage-
ment flexibility are important to an 
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MSO’s success. The ability to react 
quickly to member needs and market 
changes will help it achieve success.

6.	The MSO must have the ability to 
grow by adding new members who 
will utilize the organization’s leader-
ship talent and generate additional 
revenues.

7.	Ongoing education and training for 
MSO staff is essential. The value to be 
derived by MSO members is depen-
dent upon the talent pool available 
either in the MSO or through con-
tractual affiliations with other service 
providers.

8.	There must be an opportunity to pro-
vide consulting services to custom-

ers, in order to follow up on imple-
mentation of issues that may result 
from MSO consulting services.

9.	The MSO must have an ability to pro-
vide benchmarking data to its cus-
tomers. Both internal and external 
benchmarking data arc necessary to 
provide a competitive advantage to 
MSO members.

10.	 The services provided by the 
MSO must be targeted to meet the 
needs of what members / customers 
want. The cost of these services must 
be priced appropriately and demon-
strate true value to the customer in 
the form of both cost reduction and/
or improved efficiency and quality of 
services.

Participation or collaboration with an 
MSO is only one strategy that nonprofit 

organizations should evaluate to strate-
gically position themselves for success in 
the restructuring and reform of the tax-
exempt service sector. My previous col-
umn discussed the potential advantages 
of direct outsourcing of non-core com-
petencies to the many vendors that typi-
cally specialize in one or possibly two of 
the functions listed above. As an exam-
ple, very few individuals supported a vi-
sion of Tom Golisano in 1975 with the 
strategy of providing payroll processing 
services to small companies. As we 
know, his vision is now reality, with Pay-
chex Inc. being a hugely successful com-
pany, with a market capitalization in ex-

cess of $30 billion. Upstate New York 
and more recently, Southwest Florida, 
have realized extraordinary benefits 
from the philanthropist Tom Golisano 
continually exhibiting compassion, 
courage, understanding, and love for the 
less fortunate in those communities. 
Each of us owes a debt of gratitude to 
him.

Gerald J. Archibald, a CPA, is a partner 
in charge of management advisory servic-
es at The Bonadio Group, and is known 
for his expertise in non-profit and tax-ex-
empt accounting, management and gover-
nance issues. He can be reached at (585) 
381-1000 or garchibald@bonadio.com.

sorting through the turmoil to find, vet 
and deliver the best products and services 
to them and to leverage aggregate buying 
power to ensure best contracts.

The key is finding solutions that truly 
alleviate pain points and advance health 
care.

For example, Pandion has partnered 
with Suki, an artificial intelligence app 
enabling physicians to use their mobile 
phone to dictate patient records, infor-
mation and medications in real time.  
Suki helps physicians manage increased 
workload while alleviating frustration 
with EHRs and data entry. During a pa-
tient encounter, they speak normally and 
the app captures orders and medical 
notes, entering it all automatically into 
the EHR with no additional work re-
quired by the physician or staff, thus sav-
ing precious time. 

At the Consumer Electronics Show, 
investors stressed that the future focus in 
telehealth is beyond virtual visits and in-
cident-based care to integrating RPM 
and digital therapeutics into a more 
comprehensive understanding of the pa-
tient’s ongoing health to manage chronic 
disease and facilitate wellness and pre-
vention.  

Pandion partner HealthSnap does that 
and raises the bar when compared with 
other RPM products “on the shelf.”  By us-
ing device-agnostic apps and navigators, 
HealthSnap maximizes patient engage-
ment and compliance, empowering pa-
tients to better manage chronic illness and 
achieve their full potential for health. 

HealthSnap’s lifestyle data analytics plat-
form extracts and analyses meaningful da-
ta to equip clinicians with timely informa-
tion to effectively guide care management 
and treatment. And when care is needed, 
HealthSnap provides comprehensive vir-
tual care seamlessly integrated into provid-
er clinical workflows. 

Beyond patient-facing applications, dig-
ital tools help providers address long-
standing dissonance in health care’s byzan-
tine universe to improve patient experi-
ence and increase efficiency.  Examples of 
Pandion solutions in this area include: To-
getherMD, which eases physician coding 
burdens while ensuring accurate coding to 
maximize revenue. Radiology patient-en-
gagement platform, Within Health, tracks 
patient visits and prompts recommended 
screenings to promote early detection 
while facilitating communication with pa-
tients and physicians about test results and 
follow-up. 

In the coming weeks, Pandion will an-
nounce a new initiative that will fill a criti-
cal and as-yet-unmet need in digital health 
for our customers and all players in the 
digital space. More on that in a future col-
umn. 

Pandion’s digital health strategy is im-
portant, and the activity is exhilarating. We 
never lose focus on our core mission, 
working as an equity partner of Premier 
Inc. to make sure our members have the 
supplies they need at the lowest cost during 
this pandemic and beyond. At the same 
time, we will lead our customers to truly 
valuable solutions so they can seize the 
power and possibility of digital health.

Travis Heider is president and CEO of 
Pandion Optimization Alliance.

the depreciation requires consideration — 
especially true for equipment-intensive 
businesses. 

Taxpayers who need depreciation’s shel-
tering effect may benefit from being the tax 
owners of equipment. You can accomplish 
this with a loan, installment payment 
agreement and some leases. However, on 
an after-tax cost basis, organizations that 
cannot fully utilize tax depreciation (or 
those subject to interest expense limita-
tions) may find a tax lease more efficient. 

Why a tax lease? 
When compared to a traditional loan, 

tax leases typically provide favorable cash 
flows because the lessor monetizes depre-
ciation and a residual investment in the 
form of a lower monthly payment. Tax 
leases also may allow the entire lease pay-
ment to be deducted as an operating ex-
pense on the business’s tax return — a po-
tentially critical consideration for organi-
zations that wish to extend tax deductions 
over longer time periods. 

Why financing matters now 
Remember that equipment financing 

can be a strategic tool: It lets you acquire 
and employ assets immediately and devel-
op a plan to achieve long-term goals. In 
fact, few if any other payment options offer 

financing’s wide range of benefits and flex-
ibility. In addition, though current eco-
nomic conditions have negatively impact-
ed many organizations, financing is a pow-
erful source of alternative capital, available 
now. 

Finally, before beginning to acquire new 
equipment or assessing existing equip-
ment, it’s essential to seek an equipment fi-
nancing professional who has industry ex-
pertise, a proven track record in lease 
structuring and a clear understanding of 
the organization’s goals. 

Together, you can begin to create a strat-
egy to optimize assets and opportunities, 
both today and in the future. 

Phil Muscato is market president with 
KeyBank in Rochester. He may be reached 

by phone at 585-238-4159 or email at phil-
ip_muscato@keybank.com. Joseph Messi-
neo is vice president, regional sales director 
for Key Equipment Finance. He can be 
reached at jmessineo@key.com.

This material is designed to provide gen-
eral information only and is not comprehen-
sive nor is it legal, accounting, or tax advice. 
KeyBank does not make any warranties re-
garding the results obtained from the use of 
this information. Credit products are subject 
to credit approval, terms, conditions, and 
availability and subject to change. Key 
Equipment Finance is a division of Key-
Bank. Key.com is a federally registered ser-
vice mark of KeyCorp. ©2021 KeyCorp. All 
rights reserved. KeyBank is Member FDIC. 
CFMA 210212-960961
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tense unpredictability, it’s particularly 
valuable to have trusted business part-
ners that can consult on the questions 
that are weighing most heavily on the 

minds of business owners. Leveraging 
resources from legal counsel, an accoun-
tant or a trusted HR professional can 
help business leaders with the guidance 

they need, so they no longer need to nav-
igate murky waters alone. 

For additional information on how 
your business can respond to COVID-19 

challenges, visit https://www.paychex.
com/coronavirus-resources. 

Amy Sennett, PHR is a human resourc-
es coach at Paychex Inc.


