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PUBLISHER’S LETTER
John Pritchard

As the summer winds down and we make way for cooler autumn days, so rolls 
the evolution of  our supply chain. It was just a few short years ago our readers were preparing 
for the new normal brought on by the implementation of  the ACA and all of  its intended con-
sequences such as a tireless drive to reduce supply costs, a changing care setting and the never-
ending pursuit of  a clinically integrated supply chain.

We also worked through many unintended consequences, such as systems and facility inte-
gration as a result of  consolidation, convergence of  stakeholders (as more systems own a payer), 
and adopting of  alternative payment models. I don’t know of  a Supply Chain Leader who reads 
The Journal of  Healthcare Contracting that was fully prepared for these challenges through a college 
education or routine on-the-job training. 

Tomorrow’s Challenges  
Have Arrived

As if  we haven’t been blessed with a career’s worth of  challenges in the last 8 or 9 years, the next decade promises to 
be even more challenging. In no particular order below are some of  the initiatives I see adding to the workload of  our 
nation’s Supply Chain Leaders.

Risk-based contracting will need to be figured out by both provider and supplier. For years I have heard about how every-
body is ready to engage in risk-based contracting to take partnerships to the next level. I have yet to see a demonstration with 
any meaningful results. Two things continue to stand in the way of  progress in risk-based agreements – data and trust. With 
data, the negotiating parties constantly point to the lack of  easily accessible and discernable data to determine the results of  
such an agreement. With trust, the reality is that one party is trying to spend less and the other is trying to sell more, and these 
divergent objectives rarely create a collaborative environment.

Another interesting challenge is the drive by providers to get closer to the patient. Whether it’s infusion centers in 
malls, Uber-like house call services by caregivers, or more complex cares settings in residential areas, it is obvious the care 
sprawl will creep fast toward patients’ regular routine of  life. As IDN leaderships tout their commitment to population 
health and the ability to provide for a covered life’s continuum of  care, Supply Chain’s roll will evolve from warehouses, 
store rooms and nursing carts to also provide wearables, in-home procedure trays and almost real-time supplies in a 
myriad of  settings.

The last interesting challenge is generational communication. The ways that hospitals procure have changed drasti-
cally in the past decade, and so have the personal attributes of  its buyers – and they want to be communicated to differ-
ently. Everything you see about Millennials, Gen Xers, Gen Y and Boomers screams that we need a plan on how we are 
going to communicate, incentivize and reward the various generations in our work force. 

I’d welcome to hear what you forecast for Supply Chain departments as the seasons change in the evolution of  our 
healthcare environment.

Thanks for reading this issue of  The Journal of  Healthcare Contracting.
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INTALERE

Intalere used its inaugural Member Conference this spring to an-
nounce the selection of  global supply chain and logistics management expert 
Julius Heil as president and CEO of  the organization. Heil succeeds Brent 
Johnson, who retired after more than 30 years leading and managing supply 
chain organizations both inside and outside healthcare. 

Heil brings more than 30 years of  experience to his role at Intalere. He 
has held positions of  increasing responsibility in global supply chain opera-
tions management, solutions development and implementation, multi-modal 

New Beginnings 
for Intalere

transportation systems and global 
sourcing and procurement strategy 
with 3PL companies such as CHEP, 
TransMontaigne, GeoLogistics, 
Burnham and UPS in support of  
Fortune 500 clients.

Over the past three years, he has 
served as an independent consultant 
advising organizations in areas in-
cluding digital technology, analytics, 
automation, operations and supply 
chain strategy and global strategic 
sourcing/ procurement. Prior to 
becoming a full-time independent 
consultant, Heil was with Preferred 
Freezer Services as Executive Vice 
President, Operations and Supply 
Chain. His leadership of  the infor-
mation technology group ensured 
strategic business systems enabled an 
aggressive global growth plan.

He is a frequent speaker on sup-
ply chain topics at industry events, 
roundtables and universities world-
wide, and holds nine U.S. patents re-
lated to innovation in supply chain.

Heil earned a Bachelor of  Science 
degree in Transportation and Logis-
tics from The Ohio State University, 
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INTALERE

and he is or has been a member of  numerous professional 
organizations including the Council of  Supply Chain 
Management Professionals, the Warehouse Education 
Research Council, Institute of  Industrial Engineers, the 
Society of  Logistics Engineers, the World Packaging Or-
ganization, and the Institute of  Packaging Professionals 
(Certified Packaging Professional Designation).

At the Member Conference, Intalere hosted educational 
sessions in several supply chain, clinical and management 
tracks, including “Unlocking New Value with Category 

Management,” “Evaluat-
ing Entry into Specialty 
Pharmacy” and “Build-
ing Product Standardiza-
tion.” Several of  the ses-
sions were led by experts 
from Intalere’s owner 
Intermountain Health-
care, which is rated as the 
No. 3 healthcare supply 
chain organization in 
the nation by Gartner. 
Several product demos 
featured Intalere’s tech-
nology tools related to  
data enhancement, rebates 
and e-procurement.

2015 accomplishments recognized
Intalere members were recognized for their accomplish-
ments during 2015 at the annual achievement awards din-
ner and celebration. They included:

Supply chain/data management/supply cost efficiencies
•  Crystal Run Healthcare: Supply Chain:  

Delivering Excellence Through Teamwork
•  Parkview Health: Parkview Health Distribution 

Center Insourced Outbound Distribution
•  Summit Pacific Medical Center: Reducing Supply 

and Service Cost Through Collaboration and 
Management Involvement

Financial and operational improvement
•  Peterson Regional Medical Center: 

Bridging the Gap During National IV 
Solution Shortage.

•  Somerset Hospital: Enjoying Continued 
Success Through Sustainable Labor  
Management Enhancements.

•  Special Tree Rehabilitation System: 
Creating a ‘Win-Win’ for Patients  
and Providers Through Supply  
Chain Management.

Quality/patient care delivery and/or patient satisfaction
• Confluence Health: Stemilt Clinic
• Fairfield Medical Center: Project Bright
•  NYC Health + Hospitals/Sea View: Achieving 

Positive Clinical Outcomes by Minimizing 
Hypoglycemic Episodes Associated with  
Anti-Diabetic Agents.

Supplier awards
• Intalere Choice Supplier: Henry Schein, Inc.
• Intalere Choice Pharmaceutical Supplier: Pfizer, Inc.
•  Manufacturer Over $25 Million: Philips Medical 

Systems, Inc.
•  Manufacturer Under $25 Million:  

Bausch & Lomb, Inc.
•  Distributor Over $25 Million: CDW Government, LLC
•  Distributor Under $25 Million: HD Supply  

Facilities Maintenance
•  Pharmaceutical Supplier Over $25 Million: 

AmerisourceBergen Corporation
•  Pharmaceutical Supplier Under $25 Million: 

AuroMedics Pharma, LLC  JHC

Several of the 
sessions were led 
by experts from 
Intalere’s owner 
Intermountain 

Healthcare, which 
is rated as the 

No. 3 healthcare 
supply chain 

organization in the 
nation by Gartner.
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PREMIER

Premier Inc. awarded approximately 150 health systems and suppli-
ers with 2016 Breakthroughs Awards for transforming healthcare, at this sum-
mer’s 2016 Breakthroughs Conference and Exhibition in National Harbor, Md. 

“We congratulate and thank them for their tireless efforts to improve care 
delivery operations, outcomes, costs and the health of  communities across the 
nation,” said Susan DeVore, president and CEO, Premier. 

More than 4,000 attendees from health systems, academic institutions, non-acute 
care providers and supplier organizations attended the conference, which featured 
more than 150 best-practices and knowledge-sharing sessions by peers and experts.

A key element of  the Conference was the Innovation Celebration, an an-
nual event since 2009, which featured a number of  device, equipment and ser-
vice suppliers selected for their uniqueness, ability to have an impact on unmet 
medical needs and potential to improve patient care.

Award-winners included the following Premier members and suppliers.

Supply Chain Innovation Award
The following organizations received the Supply Chain Innovation Award for introduc-
ing innovative, high-impact supply chain improvement ideas to the healthcare industry.
• Banner Health, Arizona      • Mercy Health, Ohio

Supply Chain Excellence Award
The following hospitals and health systems received the Supply Chain Excel-
lence Award for superior supply expense performance.
•  Banner Estrella Medical Center, Arizona, of  Banner Health
•  Carilion Giles Community Hospital, Virginia, of  Carilion Clinic

•  Carilion Roanoke Memorial Hospital, 
Virginia, of  Carilion Clinic

•  Carilion Stonewall Jackson Hospital, 
Virginia, of  Carilion Clinic

•  Carolinas HealthCare System Union, 
North Carolina, of  Carolinas Health-
Care System

•  Central Maine Healthcare, Maine
•  Einstein Healthcare Network,  

Pennsylvania
•  Florida Hospital Apopka, Florida of  

Adventist Health System
•  Fort Hamilton Hospital, Ohio of  

Kettering Health Network
•  Genesis Medical Center, DeWitt, 

Iowa, of  Genesis Health System
•  Henry Ford Health System, Michigan
•  Johns Hopkins Bayview Medical Center, 

Maryland, of Johns Hopkins Medicine
•  McLaren Flint, Michigan, of   

McLaren Health Care
•  McLaren Health Care, Michigan
•  McLaren Macomb, Michigan of  

McLaren Health Care
• Med Center Health, Kentucky
• Mercy Health, Ohio
•  Mercy Health – St. Charles Hospital, 

Ohio, of  Mercy Health
•  Methodist Charlton Medical Center, 

Texas, of  Methodist Health System
•  Page Hospital, Arizona, of   

Banner Health
•  PeaceHealth Cottage Grove 

Community Medical Center, Oregon,  
of  PeaceHealth

•  Riverside Health System, Virginia
•  Samaritan Medical Center,  

New York, of  the Greater New York 
Hospital Association

•  St. Clare Hospital, Wisconsin,  
of  SSM Health

•  Texas Health Harris Methodist Hospital 
Azle, Texas, of Texas Health Resources

Premier Breakthroughs
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PREMIER

•  TriHealth, Inc., Ohio
•  University Hospitals Bedford Medical Center, 

Ohio, of  University Hospitals
•  University Hospitals Case Medical Center, 

Ohio, of  University Hospitals
•  University Hospitals Elyria Medical Center, 

Ohio, of  University Hospitals
•  White River Medical Center, Arkansas, of  

White River Health System

Supplier Legacy Award
The following suppliers received the Legacy 
Award for their longstanding work to support Pre-
mier members through exceptional local customer 
service and engagement, value creation through 
clinical excellence and commitment to lower costs.
• Advance Medical Designs, Inc.
• BVK Direct
• CDW Healthcare
• Compression Therapy Concepts
• Dart Container Corporation
• Edwards Lifesciences
• FFF Enterprises
• Hologic, Inc.
• McKesson Medical-Surgical
• Network Services Company
• Omnicell, Inc.
• Otsuka America Pharmaceutical, Inc.
• Owens & Minor, Inc.
• Siemens Healthcare Diagnostics
• Sizewise
• X-GEN Pharmaceuticals, Inc.

Supplier Horizon Award
The following suppliers received the Horizon Award for displaying the 
same qualities as Legacy Award recipients, but with less tenure.
• American Solutions for Business • Coloplast
• Exela Pharma Sciences • Guerbet
• Hettich Instruments • Koch Foods
•Life Net Health • LINET Americas, Inc.
• NDC, Inc. • National Office Furniture
• Penumbra, Inc. • Randstad Technologies

Innovation Celebration
Following are the 2016 Innovation Celebration participants and 
their innovations:
•  Bloodbuy: Cloud-based platform connecting hospitals  

and blood centers
• FUJIFILM Medical Systems U.S.A., Inc.: FDR D-EVO GL
• GE Healthcare: Monica Novii™ Wireless Patch System
•  Hologic: Affirm™ 2D / 3D™ Imaging-guided Prone Biopsy System
•  Kubtec®: KUB® 250 Neonatal Imaging System and MOZART® 

System with TomoSpec® Technology
• Ortho Clinical Diagnostics: ORTHO VISION™ Analyzer
•  Samsung: Ceretom Mobile Stroke Unit and WS80 with Elite 5D 

HEART Ultrasound
•  Siemens Healthineers: Mobile Lung Cancer Screening Vehicle
• Skytron: iRISecure
• Teleflex: Weck EFx Shield Fascial Closure Device
• Visionsense: Iridium 3DHD

Any supplier, regardless of  whether the company is con-
tracted with Premier, can be considered for participation in the 
Innovation Celebration. Premier contracts with approximately 
1,100 suppliers. JHC
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Alisha Hutchens, Senior director,  
supply chain administration, Novant Health, Inc.

David Gillan, Senior vice president,  
supply chain aggregation services, Vizient, Inc.

Durral R. Gilbert, President of  Supply Chain Services, 
Premier Inc.

Jim Marziale, Senior vice president of  account management, 
Intalere

Jocelyn Bradshaw, Senior Vice President,  
Strategic Sourcing, HealthTrust

Kevin Keller, Director of  materials management,  
Crystal Run Health

Matthew S. Mayer, Vice President, Material Resources, 
Corporate Office, Franciscan Alliance, Inc

Nate Mickish, Senior Director,  
Texas Health Supply Chain Services, Texas Health

Tim Miller, Senior Director,  
Supply Chain Services, Banner Health

Tim Nedley, Vice President,  
Materials Management, UPMC

Welcome to the Journal of Healthcare Contracting’s annual listing of the Ten People to Watch in Healthcare 
Contracting, each of  whom was selected based off  of  suggestions from readers.
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Ten People to Watch

Jocelyn Bradshaw joined HealthTrust in 
2013 following years of  experience in sup-
ply chain contracting. After nine years at 
Broadlane (later acquired by the former 
MedAssets) in a number of  roles, includ-

Jocelyn Bradshaw
Senior Vice President, Strategic Sourcing, HealthTrust
HealthTrust consists of 1,498 members (acute care hospitals); over 20k non-acute 
facilities; annual contract volume of $29 billion.

ing vice president of  capital equipment services, she headed supply chain 
at home health company CCS Medical. 

Today, she leads HealthTrust’s core GPO sourcing teams, including nurs-
ing, surgery, lab, radiology and pharmacy, as well as its global sourcing team in 
Shanghai. In addition, she oversees the organization’s clinical advisory boards 
and supply chain board; directs its supplier diversity program and environ-
mental sustainability efforts; and directs its sourcing operations team respon-
sible for contract loading and communications.

The Journal of Healthcare Contracting: What has been the most chal-
lenging and rewarding project you have been involved in recently?
Jocelyn Bradshaw: Tenet Healthcare, Barnabas Health and St. Luke’s Boise 
all joined HealthTrust within the past year. Working with these new members 
to successfully on-board them to the HealthTrust contract portfolio has been 
a privilege. In addition, they collectively represent about $4 billion of  addition-
al spend to the HealthTrust contract portfolio. Given the substantial increase 
in spend to the portfolio, and their alignment to the HealthTrust committed 
GPO model, we received the directive from our Board to refresh our contract 
portfolio. We began this process in August of  2015 and are pleased with the 
success we have had thus far in collaboration with our supplier partners.

JHC: Please describe a project you look  
forward to implementing in the next year or two. 
Bradshaw: After an extensive assessment this past year of a large member’s medical 
capital equipment process, we have identified some exciting opportunities, to improve 
operational efficiencies and expand capital capacity across their organization. Over 
the next 12 months, we will put into action a comprehensive capital process that 
spans from planning/forecasting to acquisition, management and disposition. Key 
initiatives include enhancing the capital expenditure request process, establishing and 
monitoring equipment standard configurations and service coverage standards,  

and confirming that purchases align with 
forecasted demand and contracting portfolio. 

JHC: What are the most important qual-
ities you look for in a supplier partner?
Bradshaw: We look for a supplier that truly 
understands hospital operations and can 
meet clinical quality demands in a cost effec-
tive way. Those with real evidence that sup-
ports a better patient outcome or a meaning-
ful impact on operational performance are 
highly valued. In addition, the best supplier 
partners don’t lose sight of  the fundamentals:  
• Reliability
•  Strong customer service – and the 

ability to exceed customer expectations
• Transparency
•  Integrity and the ability to keep commitments
• Excellent execution/implementation

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Bradshaw: Bundled payments will evolve [and 
influence] how healthcare providers and GPOs 
contract. The importance of negotiating con-
tracts across the entire care continuum, for all 
classes of trade, will be critical. Also, because 
of bundled payments, the industry is mov-
ing toward a true marriage between science/
evidence and contracting strategies. And, the 
[evolving] formation and growth of regional 
purchasing coalitions/sub-aggregation groups 
will continue to validate the importance of a 
compliance-driven contracting model. 
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Ten People to Watch

Durral R. Gilbert joined Premier in 2006 
as vice president of  supply chain opera-
tions. Today, as president of  supply chain 
services, he leads Premier’s core supply 
chain business, including sourcing, contract 

Durral R. Gilbert
President of Supply Chain Services, Premier Inc.
Premier consists of 3,600 U.S. hospitals and 120,000 other providers; $44 billion in 
member purchasing volume.

management, operations and business analytics. In addition, he oversees the 
organization’s direct sourcing business and integrated pharmacy offerings, 
including specialty pharmacy and pharmacy benefit management.

The Journal of Healthcare Contracting: What has been the most chal-
lenging and rewarding project you have been involved in recently?
Durral R. Gilbert: One project is Premier’s Partnership for Advancement of  
Comparative Effectiveness Review (PACER) collaborative. In this collabora-
tive, health systems come together to examine clinical evidence and outcomes, 
as well as price and usage data, to determine best practices and unnecessary 
variation across physician preference item (PPI) areas. The project is focused 
on expanding the industry’s understanding of  supply chain efficiency to in-
clude and account for clinical outcomes and utilization patterns. Each PACER 
cohort consists of  six to 10 IDNs that engage their physicians, hospital ad-
ministrators and supply chain leaders to share clinical data on utilization, out-
comes and spend. In a recent PACER project, seven IDNs came together to 
identify opportunities to change their current cochlear implant practices; ad-
just purchasing patterns to reduce costs while improving or maintaining qual-
ity; and increase care options for patients. After reviewing the clinical evidence 
and outcomes, the PACER cohort entered into a multi-tiered contract with a 
single vendor. Savings have ranged from 10 to 35 percent and have increased 
the number of  cochlear implant procedures scheduled among these IDNs. 

JHC: Please describe a project you look forward to implementing in 
the next year or two. 
Gilbert: One area in particular we have focused on is pharmacy. The pharmacy 
landscape is experiencing significant cost and pricing pressures, and Premier’s 
integrated pharmacy capabilities are designed to help our members manage 
their drug spend across the care continuum, gain access to drugs in short supply  
or with limited distribution, focus on quality and safety initiatives, and reduce 

pharmacy benefit costs while ensuring ap-
propriate utilization. Through our specialty 
pharmacy platform, we’re coordinating ben-
efits for insured patients, as well as working 
with patient assistance programs and local 
charities to cover costs for the uninsured. We 
also provide access to care managers who 
will remain in regular touch with patients to 
ensure prescriptions are being filled and tak-
en as ordered. Additionally, we offer special 
clinical pharmacist and nursing care to answer 
vital questions from prescribers and patients. 
These interventions have already saved nearly 
$200,000 among 259 patients over 17 months, 
and we’ve helped over 80 percent of  low in-
come patients substantially reduce their out-
of-pocket expenses associated with therapy.

JHC: What are the most important qual-
ities you look for in a supplier partner?
Gilbert: Generally, we seek to partner 
with health systems, payers, government 
entities, manufacturers and distributors to 
create long-term solutions to inefficient 
healthcare spending. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Gilbert: Negotiating pricing is a founda-
tional piece of  the GPO model, but the 
next frontier is using meaningful data to 
get to a price point of  zero, where prod-
ucts are not used where they are not need-
ed to advance clinical outcomes.
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David Gillan joined Vizient (the new 
brand identity for VHA Inc., University 
HealthSystem Consortium, Novation and 
MedAssets’ Spend and Clinical Resource 
Management business) in 1999, following 

David Gillan 
Senior vice president, supply chain aggregation services, Vizient, Inc.
Vizient consists of about 4,500 members and an annual spend volume of 
approximately $100 billion.

his experience at an academic medical center and, later, at a healthcare con-
sulting firm. Over the past 17 years, he has held various leadership roles at 
Vizient, in research and development, supplier relations, purchased services, 
custom sourcing and supply chain aggregation services. Last March he moved 
into his current role in which he oversees the strategic direction and manage-
ment of  Vizient’s supply chain aggregation services (also referred to as an 
industry supply network and/or a regional purchasing collaborative). In this 
area, Vizient’s objective is to help accelerate the collective performance of  the 
healthcare organizations it serves by helping bend the supply chain cost curve 
on a local level, while enabling improved quality of  care through the use of  
data and best practices, especially in the realm of  value analysis.  

The Journal of Healthcare Contracting: What has been the most chal-
lenging and rewarding project you have been involved in recently?
David Gillan: Since early 2015, I’ve participated in two significant corpo-
rate integrations. First, during the merger of  VHA, UHC and Novation, 
I served on the team that led the go-to-market strategy for our offerings 
in the clinical, operational and sourcing areas. Second, in support of  the 
acquisition of  MedAssets’ supply chain management business, I served on 
the team focused on defining the go-forward sourcing philosophy, which 
helped set the tone for member and supplier communications and ulti-
mately helped inform them about our portfolio integration.   

JHC: Please describe a project you look forward  
to implementing in the next year or two. 
Gillan: This is an exciting time in our organization: We have many new 
opportunities to turn knowledge into practice and enhance our abil-
ity to be an indispensable partner to the healthcare organizations we 
serve. Over the next 12 months, I am excited to build on the supply chain  

aggregation platform that Vizient has  
established. Specifically, I will use this 
time to focus on moving supply chain 
beyond scale and price. With the strength 
of  our integrated portfolio, enhanced 
data analytics and clinical integration 
systems, we can assist healthcare organi-
zations in developing an evidence-based 
and outcome-focused approach to aggre-
gated product and service selection, with 
a heavy emphasis on value analysis and 
supply utilization misalignments. 

JHC: What are the most important qual-
ities you look for in a supplier partner?
Gillan: We need innovation from our suppli-
er partners, but not just in terms of  product 
and service offerings. We need suppliers who 
can provide comparative data and guidelines 
designed to reduce provider variation, and 
strategies to maximize reimbursement. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Gillan: As more care is delivered in a val-
ue-based format, there will be a greater 
need for those in supply chain to have an 
evidence-based and outcomes-focused ap-
proach to their product and service selec-
tion. Value analysis [will continue to be] 
a critical part of  the solution, but it will 
require a more strategic focus on savings 
goals, objectives and opportunity targets. 
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Following nine years at Wake Forest 
Baptist Medical Center, Alisha Hutchens 
joined Novant Health in 2008 as a stra-
tegic sourcing manager for capital equip-
ment, with an emphasis on radiology and 

Alisha Hutchens
Senior director, supply chain administration, Novant Health, Inc.
Novant Health consists of 14 medical centers, 480 outpatient locations and 2,585 beds.

throughout the system, using a series of  
checks and balances.   

JHC: Please describe a project you look 
forward to implementing in the next 
year or two. 
Hutchens: It is very important to continue 
our plans to further develop the value analy-
sis program. The next phase of  the program 
focuses on product quality as it relates to sup-
plier performance. We have a supplier score-
card program now that measures various 
key performance indicators, but isn’t readily 
linked to product quality. Our goal is to de-
velop a supplier quality program that links 
product performance, quality, backorders, 
product related infections and recalls to over-
all supplier performance in the organization.

JHC: What are the most important qual-
ities you look for in a supplier partner?
Hutchens: I expect our suppliers to rec-
ognize the importance of  our mission, vi-
sion, and values, as well as identify with the 
Novant Health brand and what it means to 
serve the communities in which we live.

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Hutchens: I expect to see even more con-
solidation of  suppliers, as well as an increased 
focus on developing more meaningful and 
strategic partnerships with their customers.

cardiology. She assumed her current position in 2013, after developing 
Novant’s new product and technology program and serving as depart-
ment director for three years. Today, she provides leadership and oversight 
for Novant Health’s supply chain administration team. 

The Journal of Healthcare Contracting: What has been the most 
challenging and rewarding project you have been involved in recently?
Alisha Hutchens: That would be the enhancement of  our value analysis 
program by creating a full supply chain project implementation program. 
We currently have two nurses in our value analysis department who provide 
our system with the critical link between supply chain and our clinical team 
members in the facilities. For years, they have successfully provided our cus-
tomers with clinical supply chain support. However, our historical service 
level standards are no longer enough to support the contracting demands 
of  our organization. To ensure the long-term success of  our supply chain 
projects, and guarantee our patients receive the highest quality care possible, 
our nurses have taken an even more proactive approach in working with our 
strategic sourcing team, as well as operations and logistics, during product 
conversions and project implementations. In order to facilitate clinical and 
supply chain engagement, as well as assist our value analysis nurses, we have 
developed a full supply chain implementation program designed to walk 
each responsible party through the stages of  work needed for successful 
product conversions, trials, pilots, etc. As part of  our value analysis program 
enhancement project, we have also reviewed our various recall management 
policies and workflows. After identifying the need for a more thorough and 
systematic approach to managing recalls, we worked with our general coun-
sel, risk management and our chief  medical officer to develop a systemwide 
recall policy that successfully mitigates risk to the organization and our pa-
tients by streamlining communication pathways and synchronizing action 
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When Kevin Keller joined Crystal Run 
Healthcare in January 2011, he brought 
with him 15 years of  experience in hos-
pital supply chain, purchasing and materi-

Kevin Keller
Director of materials management, Crystal Run Health
Crystal Run Health consists of more than 400 providers across 50+ medical specialties; 
35 non-acute multi-specialty facilities located throughout four counties, as well as Man-
hattan, NYC and Northern New Jersey. Over $60 million in annual purchase order spend.

als management. Today, he oversees purchasing, value analysis, contract 
management, distribution, linen, mailroom and vendor/supplier relations.

The Journal of Healthcare Contracting: What has been the most 
challenging and rewarding project you have been involved in recently?
Kevin Keller: As we continue to be challenged to provide more value 
to our organizations, I have looked to our GPO as a strategic partner in 
accomplishing this.  I have been involved 
in the creation of  a strategic collaborative, 
and I sit on the leadership council of  the 
Intalere Eastern Alliance. What began as 
a strategic collaborative of  Eastern acute 
and non-acute organizations, is now rap-
idly growing not only throughout the 
East, but elsewhere – proof  that this is 
more than just a group of  organizations 
negotiating meaningless contracts. We use 
real data from all member organizations to 
drive the contract categories and oppor-
tunities. We work together as a team, with 
no personal agendas, and we respect each 
other’s individual challenge. And, we utilize our combined purchase vol-
umes to maximize the value we can bring to each of  our organizations. 
I feel this approach will be more and more critical in the coming years, 
as the days of  trying to go it alone are long gone. If  we are to succeed as 
true supply chain professionals, we will need to tap into the experience of  
like-minded peers, as well as work together to provide true value to our 
organizations, while working to reduce the cost of  healthcare. I sincerely 
believe this strategic collaborative is – and will be – one of  the most im-
portant tools available to all of  us.

JHC: Please describe a project you 
look forward to implementing in the 
next year or two. 
Keller: We recently completed a supply chain 
assessment, which went deeper than any I 
have seen in my 20+ years working in health-
care supply chain. The results proved to be 
very interesting: There were many things we 
learned we excelled at, while at the same time 
many areas needed much improvement. I am 
excited to begin implementing these recom-
mendations and best practices, so that we may 
continue to provide the best possible value, 
including high quality products and services 
to our clinicians, enabling them so to continue 
to keep our patient population healthy. 

JHC: What are the most important qual-
ities you look for in a supplier partner?
Keller: We look for a supplier that shares 
our core values and is willing to work to-
gether, in order that we both benefit. We 
cannot continue to expect our suppliers 
simply to continue cutting prices. We need 
them to understand our organizations and 
be as vested in our success as we are. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Keller: Supply chains will need to be more stra-
tegic to ensure [our programs] align fully with 
our mission to maintain best price, best quality, 
and provide the best possible patient outcomes. 

We work 
together as 
a team, with 
no personal 

agendas, 
and we 
respect 

each other’s 
individual 
challenge. 
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Jim Marziale joined Intalere (previously 
Amerinet) in 2014, after serving as vice 
president of  clinical operations at Cardi-
nal Health for seven years. He moved into 
his current position at Intalere in Septem-

Jim Marziale
Senior vice president of account management, Intalere
Intalere consists of 88,817 members, including acute-care and non-acute care sites.

ber 2015, after Intermountain Healthcare purchased Amerinet. Today, he 
oversees the organization’s acute care field sales team, alliance and affiliate 
management group, field specialist team and onsite resource agents.

The Journal of Healthcare Contracting: What has been the most 
challenging and rewarding project you have been involved in recently?
Jim Marziale: Intalere is transforming itself  into a professional supply chain 
company, with the mission of  elevating the operational health of  our mem-
bers. This is an organizational strategy set by [recently retired] CEO, Brent 
Johnson. For the last nine months, I have solely focused on reorganizing our 
company to achieve this vision. Our intention is to be disruptive to the health-
care industry in positive ways that only our company can achieve.

JHC: Please describe a project you look forward  
to implementing in the next year or two. 
Marziale: We look forward to two important projects: our Outpatient 
Pharmacy/PBM program and our Total Cost of  Ownership utilization 
program. Outpatient pharmacy is an important issue in healthcare for 
a number of  reasons. First, the average number of  prescription drugs 
taken regularly by Americans 18 years or older is 2.2 and growing. A seg-
ment that fuels this growth in outpatient care is the expensive, compli-
cated specialty pharmacy area. When systems evaluate their population 
health strategies, their outpatient pharmacy operations are inevitably at 
the top of  the list for discussion. As a provider-owned GPO, Intalere 
is uniquely positioned to bring value and creativity to this space, in part 
because our owner, Intermountain Healthcare, understands this space 
and is an owner/operator of  a provider benefits management (PBM) so-
lution. Total cost of  ownership (TCO) utilization is, in our view, the next 
frontier in supply chain management, and it offers the biggest impact 
in accomplishing the triple aim: cost-quality-outcomes. Some thought 

leaders have stated that TCO supply 
utilization is the biggest cost-driver for 
healthcare organizations (greater than 67 
percent), with a potential per-line prod-
uct savings of  22 to 41 percent above 
price. This concept is often practiced 
only in capital expenditure procurement. 
It needs to be expanded to products, ser-
vices and technologies, with the goal of  
driving new savings and efficiencies by 
focusing on in-use total cost. Our new 
industry paradigm – value based purchas-
ing (VBP) – and the CMS-stated goal to 
link 90 percent of  its reimbursement to 
VBP by 2018, demands we look at supply 
chain management differently. Intermoun-
tain has championed this philosophy in its 
supply chain management operations for 
years, and it has results to show for it. In-
talere plans to share these best practices, as 
well as develop new tools and methodolo-
gies, to deploy to its membership.   

JHC: What are the most important qual-
ities you look for in a supplier partner?
Marziale: We look for altruism, transpar-
ency, creativity and the ability to execute.

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Marziale: We will see a shift from the nar-
row view of  utilization of  contracts to the 
more comprehensive view of  total cost of  
ownership utilization.
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Matthew S. Mayer began his career as a 
production buyer for RCA Corporation, 
before joining Franciscan Alliance as 

Matthew S. Mayer
Vice President, Material Resources, Corporate Office, Franciscan Alliance, Inc.
Franciscan Alliance consists of seven hospitals; 14 campuses; annual supply spend  
of $200 million; annual pharmacy spend of $90 million; annual capital spendof  
$120 million to $200 million.

group purchasing contract administrator in 1988. In 2005, he assumed his 
current role in which he oversees contracting for supplies and equipment, 
including administration of  the HealthTrust Purchasing Group (HPG) 
agreement portfolio, as well as Franciscan Alliance agreements; central 
purchasing; equipment purchase bundling and standardization; and his 
organization’s central supply chain division. 

The Journal of Healthcare Contracting: What has been the most 
challenging and rewarding project you have been involved in recently?
Matthew S. Mayer: One project in particular has involved working with our 
hospitals, physicians and HPG SourceTrust to save almost $6 million annually 
on orthopedic total joint and spinal implants. In addition, I have been work-
ing with our internal materials management teams to reduce our supply costs 
per CMI-adjusted discharge for six straight years. Franciscan Alliance has had 
some of  the lowest supply cost ratios in healthcare, per independent analysis.  

JHC: Please describe a project you look forward to implementing in 
the next year or two. 
Mayer: We look forward to starting – and supporting – a physician-led 
clinical use/evaluation committee in the surgery area, focused on clinically 
sensitive items. The goal is to reduce variation and optimize value, from 
the standpoint of  cost, quality and outcomes. We have done well working 
with our cardiologists for many years, and we now need a similar structure 
in surgery. [We will focus on] maximizing the value of  our internal sup-
port resources, (i.e., warehouses, print shops, capital equipment, etc.), and 
reducing variation and replication in our supply chain operations.

JHC: What are the most important qualities you look for in a supplier partner?
Mayer: We look for suppliers that are responsive, anticipate our health 
system’s needs and follow-up. [Our suppliers must demonstrate] the 
ability to help us deliver better care at a lower cost, rather than simply 

looking at us as a sales potential. It’s also 
important that they have a big-picture 
understanding of  healthcare and all of  
the attendant pressures we are dealing 
with, so that our business partners can 
better meet our needs. 

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Mayer: We will see more committed con-
tracting in the clinically sensitive item 
space (i.e., physician preference items) 
when working with our physician leaders, 
particularly around implantable devices. 
We will need to work with physician lead-
ers to be more involved in supply chain 
initiatives, such as bulk buys, supplier ne-
gotiations, product standardization and 
keeping our physician peer groups work-
ing as a cohesive whole. We will also see 
more RFID/RTLS adoption for equip-
ment and high dollar supply items. Fi-
nally, with any luck, we will see more fo-
cus on the means by which we power our 
hospitals – for instance by using sustain-
able energy sources, such as solar, wind 
and geo-thermal, as well as lithium ion 
batteries for storage, etc.  Hospitals con-
sume a tremendous amount of  power, 
the vast majority of  it derived from fos-
sil fuels. Burning fossil fuels contributes 
to air pollution, which in turn negatively  
affects our patients.  
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Nate Mickish joined Texas Health in 
January 2013 as senior director of  the 

Nate Mickish
Senior Director, Texas Health Supply Chain Services, Texas Health 
Texas Health consists of 275 physician offices; 12 ambulatory surgery centers;  
17 imaging centers; 12 free-standing emergency rooms; and five acute facilities.  
Approximately $150 million in spend throughout the program.

non-acute supply chain, primarily covering the Texas Health Physicians 
Group. The program grew, and in 2014 it added 12 joint-venture am-
bulatory surgery centers and 17 joint-venture imaging centers. In 2015, 
the organization began building out its affiliate program for contract 
aggregation. This led to the formation of  a new for-profit division un-
der Texas Health – Texas Health Supply Chain Services (THSCS) – en-
abling the parent organization to focus on extending its non-acute and 
affiliate contracting service model to the greater market place. In his 
current role, Mickish oversees the operations and development of  the 
THSCS program.

The Journal of Healthcare Contracting: What has  
been the most challenging and rewarding project  
you have been involved in recently?
Nate Mickish: My most rewarding project has been the planning, 
building and execution of  many of  the initiatives stemming from 
the formation of  THSCS. In particular, [my team and I] successful-
ly deployed a web-based materials management information system 
(MMIS), and then developed a successful service around that MMIS 
for our non-acute sites. I’m lucky to get to lead such a wonderful team, 
without whom our success would not be possible. 

JHC: Please describe a project you look forward  
to implementing in the next year or two. 
Mickish: I’m excited to take what we’ve done with THSCS to other 
health systems that need a solution for their non-acute sites. There is a 
huge need in the market for a complete solution to manage purchasing, 
inventory, accounts payable and more in the non-acute space. We know 
we have something that works. People are ready for THSCS, and we are 
ready for them. 

JHC: What are the most important quali-
ties you look for in a supplier partner?
Mickish: [I look for suppliers that demon-
strate] honesty, reliability, curiosity and hu-
mor. Business simply doesn’t work the way 
it should without trust. Doing what you say 
you are going to do, and doing it competent-
ly, goes a very long way in building trust. I 
also want suppliers to be honest about how 
we’re performing. If  I’m wrong about a mat-
ter, or if  the team and I can improve, I want 
to know. In addition, I work with my clos-
est suppliers on solving complex problems, 
which requires a healthy level of  curiosity 
and a willingness to engage in some trial and 
error. Finally, this business can be difficult at 
times, and I don’t want to be around people 
who can’t enjoy what they do enough to 
have a good laugh.

JHC: What is the greatest change  
we can expect to see in healthcare  
contracting in the next five years?
Mickish: Risk contracting with providers and 
payers will eventually hit our supplier commu-
nity. We hear claims from suppliers about new 
technologies they offer, but few are willing 
to back these claims financially by sharing in 
the downside risk if  a product’s performance 
doesn’t meet the claims. If  we’re working to 
provide patient care, then we all need to move 
from fee-for-service to value. 
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Tim Miller joined Banner Health in 
1987, filling a number of  roles through 
the years, including positions in materials 

Tim Miller
Senior Director, Supply Chain Services, Banner Health
Banner Health consists of 29 hospitals, including three academic medical centers; 
5,851 licensed beds; and other related health entities and services in seven states;  
$1 billion in supply spend; $455 million in purchased services spend.

management and supply chain services. In 2012, he was promoted to 
senior director of  supply chain services, and today he oversees Banner 
Health’s entire supply chain operation, with a focus on supply chain 
strategy and operations.

The Journal of Healthcare Contracting: What has been the most 
challenging and rewarding project you have been involved in recently?
Tim Miller: In March 2015, Banner acquired the University of  Ari-
zona Health Network, adding two academic medical centers and 
resulting in the formation of  Banner University Medicine Division 
(BUMD). BUMD currently accounts for 31 percent of  our entire $1.5 
billion in spend for supplies and purchased services, making it essen-
tial to integrate BUMD into our contracts and operation as quickly 
and as effectively as possible. Over the last 18 months we have worked 
through a very organized mergers and acquisition plan with represen-
tatives from each supply chain area to integrate over 600 supplier and 
purchased services contracts. In addition to the contract integration, 
we have converted many product lines to our standard formulary and 
implemented many standard operating procedures within these facili-
ties. This effort has not been without its pain points, as we have had 
to complete this work with limited resources while learning the nu-
ances of  an academic culture. In the first year alone, we have saved in 
excess of  $8 million within the supply and purchased services catego-
ries in our Tucson market alone. This savings is in addition to the $42 
million saved in 2015 across our entire system. Although this project 
has been a strain on our operation and our team, the reward has been 
well worth the effort. Not only have we have added an academic com-
ponent to our system but we have also integrated some amazing talent 
onto our team. 

JHC: Please describe a project  
you look forward to implementing  
in the next year or two. 
Miller: One project I am particularly excited 
about is our Strategic Supplier Partnership 
Program. This will allow us to further de-
velop our supplier relationships by segment-
ing them into tiers based on strategic need 
and performance, allowing us to focus our 
limited resources in the right place. By mea-
suring performance, we will have a clear way 
to build a stronger relationship with each 
supplier, as well as critical information as we 
move through the contracting cycle. In addi-
tion, this program will allow us to build re-
lationships with supply chain experts within 
each organization, with the goal being to im-
prove the end-to-end supply chain.  

JHC: What are the most important qual-
ities you look for in a supplier partner?
Miller: We want suppliers that are truly 
transparent and can continue to provide 
value throughout the course of  the contract. 

JHC: What is the greatest change we 
can expect to see in healthcare con-
tracting in the next five years?
Miller: Our ability to understand our 
complete cost per patient episode and in-
tegrate that into our contract strategy will 
be a game changer for our organization. 
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Tim Nedley joined UPMC in 2008 as an 
assistant director of  distribution. A series 
of  promotions – from director of  materials 
management to senior director – saw him 
to his current position in 2015. Today, he is 

Tim Nedley
Vice President, Materials Management, UPMC
UPMC consists of 5,100 licensed beds; $2 billion in annual supply chain management spend; 
$12 billion in annual revenue.

responsible for two distribution centers, which supply UPMC’s 22 hospitals 
with med/surg supplies, specialty equipment and moving and storage ser-
vices. In addition, he oversees over 400 UMPC employees across materials 
management, logistics, transportation and freight, as well as the organiza-
tion’s 450 fleet vehicles.  

The Journal of Healthcare Contracting: What has been the most chal-
lenging and rewarding project you have been involved in recently?
Tim Nedley: A challenging and rewarding 
project has been our inbound freight reduc-
tion project. Freight and handling expenses 
are not easily identified, but – together with 
a tenured group of  professionals – we have 
been able to pull it all together into compre-
hensive and actionable reports. Along with 
our freight team, Bart Wyss (retired from 
UPS) and Frank Bertucci (a 22-year veteran 
of  FedEx), we’ve uncovered an industry 
trend, where vendors are grossly profiting 
from freight charged to their customers. At 
UPMC, we’ve taken a very stern approach, 
and [permit our vendors to] only charge us what it actually costs to ship 
the product. In some cases, we’ve exposed huge amounts of  freight abuse; 
in others, we’ve partnered with vendors to reduce shipping and processing 
costs on both sides, creating a win/win proposition. True freight manage-
ment is more than just the pricing of  the shipments. It includes mode man-
agement, dimensional weight and using a sensible approach to getting our 
products when we need them. This approach has saved UPMC $1.9 million 
in freight costs over the past 14 months.

JHC: Please describe a project you look 
forward to implementing in the next 
year or two. 
Nedley: We are working on a major velocity 
slotting project to further increase our picking 
productivity and quality. By grouping items 
together for like departments, we will reduce 
the number of  steps required to complete an 
order. This will lessen the fatigue on the staff  
and increase the number of  lines they are able 
to pick in a shift.

JHC: What are the most important qual-
ities you look for in a supplier partner?
Nedley: Of  course, we look for a great 
product. In addition to that, honesty, busi-
ness ethics and open-mindedness are im-
portant to help us meet our needs.  

JHC: What is the greatest change we can 
expect to see in healthcare contracting 
in the next five years?
Nedley: The continued consolidation of  hos-
pitals and IDNs into mega-IDNs will increase 
the centralization of  supply chain contracting 
and services. This will create further opportu-
nities for savings in support staff, volume dis-
counts, standardization, freight and real estate 
costs. By consolidating these services, space 
should be freed up for revenue generation at 
the individual hospitals. Additionally, effec-
tive supply chain organizations will likely find 
themselves being asked to get more deeply 
involved in areas beyond their current focus. 

The continued 
consolidation 

of hospitals 
and IDNs into 

mega-IDNs will 
increase the 

centralization 
of supply chain 

contracting  
and services. 



You just got the memo: Your IDN has acquired a 
nearby healthcare system with 50 non-acute care sites, 
mostly physician offices, with a few surgery centers and 
long term care facilities thrown in. 

It’s great news for the board, administration and the 
population served by the growing healthcare system. 
But for supply chain executives? They may take a more 
tentative view. After all, most learned their craft in the 
acute care environment. 

To them, the non-acute care world may look a little 
messy and inconsequential. After all, how many dollars 
are spent by physicians’ offices versus the acute care 

Supply chain leader of tomorrow: 
Expanding scope of responsibilities

Servicing non-acute-care sites demands automation 

hospital? But healthcare is moving, inexorably, toward 
the continuum of  care, and the supply chain leader of  
tomorrow will have to embrace it.

“Upon initial assessment of  the non-acute supply 
chain and its strengths, weaknesses, and opportunities for 
improvement, I found that it was much less automated 
than the acute supply chain,” says Steve Piraino, director, 
corporate purchasing and supply chain management, Ein-
stein Healthcare Network, Philadelphia, who came to the 
position in October 2009. “There was no EDI, no formu-
lary, no usage of  our GPO contracts, multiple distributors, 
and a lot of  transaction discrepancies and re-work.”



John Frain, director and head of  supply chain at 
Weill Cornell Medicine in New York, discovered much 
the same thing when he joined the IDN in March 2012.

“The non-acute care sites were using a number of  
medical/surgical distributors, including one known pri-
marily for acute care distribution,” he says. “We had 
stockouts; technology was poor; the website was not 
user-friendly; and we were failing to leverage our spend 
and purchasing from one primary supplier.”

Fighting the battle…again
“As non-acute care settings come into the purview of  
supply chain executives, one of  the key issues they face 
is balancing clinician satisfaction with the supply chain 
leader’s need for control,” says Jon Pildis, vice president, 
materials management, McKesson Medical-Surgical. 
Pildis leads a team of  supply chain professionals who 

manage the flow of  inventory from more than 2,600 
supplier partners to McKesson’s Medical-Surgical’s 
network of  distribution centers. 

“Clinicians who have grown up in the non-acute 
care setting aren’t used to being told which gloves and 
gauze to use,” he says. “In the acute care setting, most 
IDNs have already fought that battle. But having to re-
fight it with people who in some cases were entrepre-
neurs or practice owners is a big challenge.”

Supply chain executives face other dilemmas as they 
approach their newly acquired physician practices. 

For example, there’s the difficulty of  obtaining spend 
and performance analytics across the extended supply 
chain, says Pildis. It may be commonplace for IDNs to 
implement one information system across all their hos-

pitals. But that’s usually not the case with scattered non-
acute sites. “Really understanding your spend, your con-
tract compliance, and how the supply chain contributes 
to patient care and quality, becomes very difficult as the 
supply chain extends all the way to patients’ homes.”

The supply chain executive may be surprised – or not 
– at the frequency with which the non-acute care sites or-
der supplies, or the amount of  inventory they stockpile, 
or their failure to rotate product. “These are the basics 
that most hospitals have already figured out,” says Pildis. 

“The other thing to keep in mind is the limited re-
sources you typically find in the traditional physician 
office,” he continues. “Office managers and nurses are 
involved in supply chain duties, but adhering to inven-
tory best practices is not at the top of  their list. They’re 
focused on patient care. They will often do what is the 
quickest and surest way never to run out of  product. 
And that can lead to some behaviors that are vexing to 
supply chain executives.”

“ Really understanding 
your spend, your contract 
compliance, and how the 
supply chain contributes 
to patient care and quality, 
becomes very difficult as the 
supply chain extends all the 
way to patients’ homes.”  

– Jon Pildis
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Technology lacking 
As director of  corporate purchas-
ing and supply chain management, 
Piraino reports to the vice president 
of  finance, with responsibility for 
the procurement and contracting 
functions for the entire healthcare 
system, both acute and non-acute. 
He is responsible for Einstein’s 
GPO relationship, inbound and 
outbound freight/transportation, 
EDI design and implementation, 
and strategic design and implemen-
tation of  the entire supply chain. 
At press time, the IDN had about 
150 non-acute care sites, primarily 
physician offices.

Upon arriving at Einstein, Pi-
raino recognized that supply chain 
technology was sorely lacking among 

the non-acute care sites. Orders were faxed to suppliers. 
Sometimes staff  picked up the phone and added items 
to those orders, without the purchasing department’s 
knowledge. Practices were supposed to fax packing slips 
to the hospital receiving department for data entry, but in 
the rush of  their patient care duties, often failed to do so. 
Invoices would appear with no corresponding purchase 
order, so the supply chain staff  had to do back-end, re-
source-intensive research to find out whose order it was.

The upshot? 
“With decreased efficiencies come increased 

costs, and that takes away financial resources that 
could be used to provide better customer service for 
patients,” he says. “This is important, because Medi-
care and other payers are enforcing financial pen-
alties on providers who are unable to meet patient 
satisfaction standards. Less time spent by a practice 
staff  member on supply chain tasks means more 
time to interact with the patient.”

Piraino convened all the practice administrators and 
senior leadership to share his vision for the non-acute 
care supply chain, including his intent to implement 
sole source distribution. 

“My fear was that there were literally 100 practice 
managers and ordering staff, all of  whom had their own 
vendor and distributor relationships and product pref-
erences, so I wondered if  I’d get buy-in to my supply 

chain redesign,” he says.
He did, and he issued an RFP 

for medical/surgical distribution. 
McKesson Medical-Surgical was 
awarded the contract.

Automating the  
supply chain
There were several reasons why 
McKesson won the bid, says Piraino. 
First, the company offered supply 
chain technologies, such as EDI, 
which would make the non-acute 
care supply chain far more efficient 
than the paper-based one preceding 
it. Second, McKesson Medical-Sur-
gical offered the ability for Einstein’s 
non-acute care sites to access the 
IDN’s GPO contracts. 

“My fear was that 
there were literally 100 
practice managers and 

ordering staff, all of 
whom had their own 

vendor and distributor 
relationships and 

product preferences, 
so I wondered if I’d get 

buy-in to my supply 
chain redesign.”

– Steve Piraino
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It turns out getting the practices to agree to stan-
dardize wasn’t that difficult after all. “We got aligned 
with our group purchasing agreements, and were able 
to leverage our non-acute medical/surgical buy with the 
hospital buy.”

The supply chain team created a master formulary 
and shopping guide on its Lawson Software system, so 
that the purchasers in the clinics could select their prod-
ucts onscreen rather than type out requests. “This saved 
at least one FTE in purchasing and one in accounts 
payable, plus part of  a reconciler,” says Piraino. “We’ve 
since automated the release of  purchase orders so that 
any item ordered from the formulary in our item mas-
ter and on a valid contract in Lawson is automatically 
issued to McKesson Medical-Surgical every hour on 
the hour without human intervention by a purchasing 
agent. We’ve even created customized order templates 
for the practices so they only need to search in their 
specific list of  items they use regularly.

“There are some significant advantages and efficien-
cies gained in using EDI,” says Piraino. “One transaction 
set in particular has a great impact upon workload within 
the practices – the 856 Advance Shipment Notice.

“With use of  this transaction, we have all the re-
ceipts of  supplies automatically received by the Lawson 
system, thus avoiding the need for practices to remem-
ber to save packing lists from shipments, and then to 

fax them to the hospital receiving department for man-
ual entry into Lawson to complete the required three-
way match with the purchase order and the invoice. 
We’ve trained the practices to simply notify corporate 
purchasing on an exception basis, that is, if  there is a 
damaged shipment or short shipment or wrong item 
shipped. Corporate purchasing then handles the re-
turns, credits or re-shipments.  

“EDI also enhances communication and visibility 
of  the status of  orders for the practices, so they don’t 
need to guess where their goods are or when they 
are expected to arrive,” he continues. “McKesson 
Medical-Surgical sends the 855 Purchase Order Ac-
knowledgement typically within an hour of  placing 
the order. We have written some custom program-
ming in Lawson to pass the confirmation status to 
the requester who entered the order, so they are very 
quickly aware of  any backorder situations or other 
issues, and can work with corporate purchasing on 
expediting or alternatives/substitutes. 

Logistics expertise
John Frain arrived at Weill Cornell Medicine to lead the 
procurement department in supporting all education, 
clinical, medical and research departments. (Acute care 
purchasing and materials is handled by Weill Cornell’s 
partner, New York-Presbyterian Hospital.) 
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“ There was no EDI, no formulary, 
no usage of our GPO contracts, 
multiple distributors, and a lot  
of transaction discrepancies  
and re-work.” 

                           – Steve Piraino



He brought with him extensive experience in lo-
gistics and operations, having been worldwide supply 
manager for supply chain operations for IBM, and se-
nior logistics manager for Purolator. He worked for 
Merisel Inc. prior to becoming director of  operations 
for Long Island University. He joined Weill Cornell 
Medicine in 2012.

Despite his past logistics 
experience, the job facing him 
– servicing Weill Cornell’s 
approximately 100 non-acute 
care sites -- was daunting. 

For example, not all the 
non-acute care sites’ suppliers 
had been integrated with Weill 
Cornell’s SciQuest system; that 
meant that office staff  had to communicate with them via 
phone or e-mail. “That’s not efficient from the standpoint 
of  the number of  steps needed to fulfill an order and pay 
for a product,” says Frain. He knew it was essential to 
select a primary medical/surgical distributor with world-
class technology and logistics experience, next-day deliv-
ery, a broad product offering and good pricing. 

The IDN had attempted to do this in the past, but 
was unable to do so. “But we said, we’re going to manage 
the risk by going through each step of  the award process 
methodically.” Working with a group from the non-acute 

care sites, the supply chain sought a world-class supplier, 
and found it in McKesson Medical-Surgical, with whom 
they signed an agreement in September 2014.

A big reason was McKesson’s technology. “McK-
esson SupplyManagerSM allows us to gather custom re-
porting, including materials usage, by site and by ven-
dor, and that’s a great asset to our practices, so they can 

manage their operations better; and for supply chain, 
so we can centrally manage and have visibility into what 
the practices are buying and from whom,” says Frain.

The IDN awarded a similar prime vendor office 
supply contract to WB Mason.

A McKesson team was onsite to introduce the com-
pany, its people and its products to the IDN staff, says 
Frain. “They were great.

“Then we started to track compliance and the use 
of  McKesson versus the other suppliers who were still 
on our purchasing site via SciQuest. We didn’t go cold 

“ Clinicians who have grown up in the  
non-acute care setting aren’t used to 
being told which gloves and gauze to use.”   

– Jon Pildis
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turkey by pulling off  SciQuest all the other vendors, but 
we eventually did take them off. And if  a practice need-
ed some education on the system, McKesson would 
visit the site.”

Today, the sites log onto the purchasing system and 
place their orders on SciQuest. McKesson usually re-
ceives it within an hour, processes it and packs it on the 
truck for next-day delivery. Billing is electronic.

Standardization across the non-acute care sites is 
a work in progress, says Frain. “As you acquire prac-
tices, physicians have different needs and experiences 
of  what they want to use. It’s not easy to tell them to 
change [products]; they are the experts in their field. 
But we are working with the physician organization 
executives on it, and there is definitely more room to 
continue to standardize.

“Given my experience at IBM, we try to give the end 
user some choice, by using the power of  procurement 
to lower the cost [of  products] from each of  the ven-
dors. So, if  we can’t get everyone to standardize on one 
vendor, we offer them two,” and the prices are similar. 
“It takes more work, because no one vendor gets all the 
spend. But it shows the professionals that you’re think-
ing of  them. It’s a way to get them onboard.”

And McKesson has proved to be of  help. “The 
McKesson rep was great in helping achieve cost-sav-
ings for an equal or better product, without experienc-
ing the negative effects of  poor quality,” says Frain.

Changing needs
Nothing stands still. Non-acute care supply chain pro-
grams are no exception.

“We have moved on to enhance what we have with 
McKesson for medical/surgical supplies,” says Pi-
raino. For example, the practices use a fairly significant 
amount of  pharmaceuticals, mostly over-the-counter 
drugs, he points out. “The hospital pharmacies used to 
supply these in the past, but with regulatory and class-
of-trade issues, that practice stopped several years ago. 
We needed to develop a drug formulary. That took a 
bit of  a different skill set from my team and negotia-
tion with a lot of  new suppliers to determine the best 
contract for each of  the drugs. Those now are part of  
the formulary and are ordered exactly the same as the 
medical/surgical supplies.” Einstein is working with 
McKesson on a similar program for vaccines. 
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“ Many health systems have 
strategies to grow their non-
acute networks substantially 
in response to the Affordable 
Care Act and accountable-
care-organization models. 
Einstein has such a strategy 
and we are regularly acquiring 
or building new sites.”

– Steve Piraino



Piraino and his team are also working on standard-
izing all purchased services across the non-acute net-
work, including waste management, document shred-
ding, answering services, linen services, copiers/print 
management, medical records scanning, and more.

“McKesson has really helped us in that area as well, 
with their assistance in outfitting these new offices with 
exam room furniture and diagnostic equipment. They 
pre-stage all of  this equipment in their distribution 
center and deliver it when the construction/renovation 
team desires.

“McKesson knows all our equipment and furnish-
ings, our contracted vendors and our standardized 
products, so they greatly assist in meeting with practice 
managers on the front end and showing them catalogs 
and options. In essence, they are an extension of  the 
purchasing department, acting as equipment planners.

“I would recommend regular business reviews and 
strategy sessions with your distributor to determine if  
there are other areas where efficiencies can be gained or 
dollars saved or revenue enhanced,” continues Piraino. 
“Many health systems have strategies to grow their 
non-acute networks substantially in response to the 
Affordable Care Act and accountable-care-organization 

models. Einstein has such a strategy and we are regularly 
acquiring or building new sites.”

World-class partner needed
“We partner with world-class suppliers, with world-class 
technology, who have a local presence with their distri-
bution center,” says Frain. McKesson Medical-Surgical 
is one such supplier, he says.

“You need suppliers who provide the best technol-
ogy, to make sure you always have supply. This way, the 
practice managers can focus on their businesses, mak-
ing sure they take care of  their patients and stay profit-
able, rather than searching for suppliers or best prices.”

Piraino believes supply chain leaders will, of  neces-
sity, become experts in the non-acute care sector. 

“Supply chain executives need to alter their orga-
nizations and distribution systems and partners to get 
beyond the hospital-centric approach. They need to be-
come patient-centric. They need to make sure they have 
the assets – either their own or those of  their partners 
– to reach into the physician office, the surgery center. 
And they need the data and a reliable supply chain to 
ensure high patient outcomes.

“We see this moving very fast.”
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As vice president of materials management at McK-
esson Medical-Surgical, Jon Pildis brings plenty of  perspec-
tive to non-acute care supply chain management. Pildis 
leads a team of  supply chain professional who manage the 
flow of  inventory from more than 2,600 supplier partners 
to McKesson’s network of  distribution centers. 

The Journal of  Healthcare Contracting asked Pildis how 
supply chain leaders can best service their newly acquired 
non-acute care sites.

Journal of Healthcare Contracting: When speaking 
with the vice president of supply chain who has 
gained new non-acute care responsibilities, what 
do you recommend should his or her No. 1 priority? 
Any thoughts about priorities 2, 3 and 4? 
Pildis: The first, second and third priorities are to measure, 
measure, measure. Supply chain leaders need to measure 
spend and operational activity from their full roster of  dis-
tributors and manufacturers servicing the non-acute business. 
They should also develop qualitative measurements of  how 
the clinicians currently experience the supply chain. Do they 
encounter frequent backorders? How responsive is the sup-
ply chain staff? What about emergency deliveries?

JHC: What’s next?
Pildis: Look for the “quick hits” of  contract compliance 
and try to reduce spend without forcing radical changes 
to product selection. Are the sites adhering to GPO con-
tracts? Are the distribution partners helping? 

The supply chain team also needs to figure out where they 
are on the continuum of insourcing and outsourcing, and the 
distributor can help. Some of our IDN customers have decided 
that distribution is a core competency of theirs, so they build out 
a distribution network. We will work with them on that. Oth-
er organizations say, “We don’t want anything to do with it; we 
want partners who can handle our entire supply chain.” 

JHC: What technologies can a distributor offer to 
help the supply chain leader with his or her non-
acute care supply chain responsibilities?
Pildis: It actually starts with the supply chain leadership 
giving their distributor “marching orders” in terms of  how 
much flexibility the supply chain executive wants to offer 
their non-acute sites with respect to formularies and the pur-
chase-to-pay process. These are “rules of  engagement” for 
the non-acute care settings. 

Then we at McKesson Medical-Surgical, set  out to deter-
mine what technologies can best meet those rules of  engage-
ment. This can range anywhere from building a web-based 
ordering system, to helping the non-acute sites reorganize 
their supply closets and labeling shelves so they can set up ru-
dimentary min/max levels for commonly used items.  Within 
the boundaries of  the organization’s plan, we want to make 
medical supply ordering the easiest part of  the staff ’s day. 

JHC: Do you see any common misconceptions 
among supply chain leaders about the non-acute 
care distributor?
Pildis: I wouldn’t say it’s a misconception so much as a failure 
to understand that non-acute care distributors have built specific 
competencies in dealing with the complexity of  the non-acute 
environment. For example, we deliver in lower units of  measure 
than are often found in acute care settings. Furthermore, physi-
cians’ offices are often low-technology environments, possibly 
with only a single PC -- no scanners or Internet-enabled cabi-
nets; we have developed a suite of  technology solutions to help 
maintain inventory control nevertheless. And finally, the delivery 
and reverse logistics processes are much more difficult in the 
non-acute care setting. That’s one reason we have invested in 
more than 900 McKesson uniformed delivery professionals.

The non-acute care distributor is able to respond quickly to 
their customers, knowing clinicians don’t have a lot of access to 
products. They can’t go to a different department, as they can in 
a hospital to get an extra case of gloves. They need help weighing 
new regulations, and they need processes which support that.

And don’t forget the importance of  people – account man-
agers, customer service agents, delivery professionals, salespeo-
ple. We can make all of  them available to the non-acute setting 
to help the busy clinician figure out a supply chain issue -- a 
recall, returning a product, finding a new product for a specific 
patient. We’re not just a website or distribution center; there are 
thousands of  people at McKesson who regularly interact with 
non-acute care clinicians and office staff, helping them through 
the complexity of  the supply chain.

That’s at the heart of  the value proposition for the non-acute 
care distributor. It is not a high volume cookie cutter production 
line; it’s dealing with people who may only have 10 minutes a 
week to order supplies, and who have turnover, and new offices 
and new buildings. It’s such a dynamic environment, you need 
to be ready to train and support the next person on the ordering 
tools or returns process.

That’s everyday life for us. 

What the non-acute distributor can bring
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EQUIPMENT

Successful equipment contracting and acquisition calls for supply 
chain executives to play a leadership role within their facilities and IDNs, ac-
cording to those with whom the Journal of  Healthcare Contracting spoke. That 
said, they will find a willing partner – their GPO – to help out.

“Supply chain leaders should understand the entire capital equipment pro-
cess – planning, acquisition, management and disposition – since each phase 
contributes to the optimum productivity of  capital investments,” says David 
Heider, director of  capital equipment services, HealthTrust. “Active manage-
ment of  the process is a critical part of  a proactive, strategic capital program. 
That means engaging the right stakeholders across an organization, and em-
ploying the right processes and technologies, to drive key decisions – clini-
cal, supply chain/contracting, IT, facilities, design/construction and finance, 
to name a few.”

The successful supply chain execu-
tive knows how to get the right stake-
holders in the equipment decision-
making process, says Mike Clemens, 
vice president of  sourcing operations, 
capital, construction and imaging, Vi-
zient Inc. Decisions regarding high-
ticket capital items often involve not 
only millions of  dollars, but many clini-
cal staff  members as well, he says. “The 
worst thing is when the stakeholders 
can’t agree on the specifications of  the 
equipment to be acquired,” he says.  

Capital equipment contracting: 
How does supply chain fit in?

No one knows this space better than we do.
While “out of the box” solutions get a lot of attention, we believe it’s what happens on the inside  

that matters most. That’s why we’ve spent the past 50 years focused squarely on improving  

the exam room itself with better equipment, smarter workflows and more integrated technology. 

More than a million exam rooms later, we’re setting the standard with between-the-walls  

thinking that leads the way to better care and outcomes—not ideas that are just way out there.  

Find out how to bring our thinking into your space at midmark.com/JHCaug.

Midmark Corporation, Dayton, OH.

Medical JHC August Full Page.indd   1 7/13/16   9:46 AM

August 2016 | The Journal of Healthcare Contracting36



No one knows this space better than we do.
While “out of the box” solutions get a lot of attention, we believe it’s what happens on the inside  

that matters most. That’s why we’ve spent the past 50 years focused squarely on improving  

the exam room itself with better equipment, smarter workflows and more integrated technology. 

More than a million exam rooms later, we’re setting the standard with between-the-walls  

thinking that leads the way to better care and outcomes—not ideas that are just way out there.  

Find out how to bring our thinking into your space at midmark.com/JHCaug.

Midmark Corporation, Dayton, OH.

Medical JHC August Full Page.indd   1 7/13/16   9:46 AM



EQUIPMENT

“A vice president of  supply chain who can bring them together to make 
sure they are aligned, will be more successful.”

So too will supply chain executives who can use data to drive equip-
ment purchases, he continues. “In the absence of  data, opinion rules. 
The ones who can use and present data will be successful.”

Construction and renovation
Perhaps at no time is stakeholder alignment more critical than in new 
construction and renovation projects.

“When working on a new construction/renovation project, you 
want to have all the key stakeholders engaged as members of  the proj-
ect team throughout the full life of  the project,” says Troy Hinojosa, 
EP project manager, MEMdata, a Premier Inc. company. 

“Ideally you want to have many of  
the key components involved as early 
as the design phase of  the project, and 
kept working together through its com-
pletion. This helps with cohesion and 
consistency, but also helps ensure that 
things don’t get overlooked or missed in 
the later stages of  the project.”

The decision of  whether or not to 
engage an equipment planner is one that 
often gets overlooked in the early stages 
of  a construction project, says Hinojosa. 

“It’s best to engage an equipment 
planner as early as possible during a construction project,” he says. 
“If  brought on early in a project, the equipment planner will help the 
design team plan for the necessary construction impacting equipment. 
By working with supply chain personnel and end-users, the equipment 
planner can effectively plan for the right equipment, thus reducing the 
chances for costly change orders in the later stages of  the project. By 
keeping the equipment planner engaged throughout the lifecycle of  
the project, the equipment list can be effectively managed, and kept 
up to date, reducing the need for re-work when the time comes to 
purchase new equipment.”

Some of  the key questions that providers need to ask regarding equip-
ment planning are:

•  Is there someone on the project team who can plan for all of  the 
medical equipment needed for the project?  

•  Does that person have the necessary experience with medical 
equipment planning to ensure the project’s successful outfitting?

Don Weller

David Heider

Mike Clemens

“In the 
absence 
of data, 
opinion 

rules.”  
– Mike Clemens
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•  Does that person have a “regular job” 
from which they will be pulled away to 
do the equipment planning, or that might 
prevent them from devoting the necessary 
attention to medical equipment planning?

Just as the equipment planner should be 
brought into the planning process as early as pos-
sible, so too should supply chain, says Hinojosa.

“Engaging supply chain personnel at the end 
of a medical construction project – when pro-
curement starts – doesn’t allow for them to have 
a full understanding of how and why specific 
equipment is on the equipment list, or to be able 
to provide information when first creating the 
equipment list (or even updating the equipment list  

after user input) that can eliminate issues when it 
comes time to purchase new equipment,” he says. 
“All of  the members of  the project team need to 
work together to achieve the common goal of  
successfully outfitting the new facility or space.”

Supply chain personnel can provide the 
equipment planner with information about 
standardization within the facility or system, 
and about preferred vendors, says Hinojosa. 
“By having this information available early on in 
the process, the equipment planner can specify 
equipment that falls in line with what the facility 
is already doing, or is used to, thus preventing 
the need for re-work when it comes time to pur-
chase new equipment.”

Group buys
The group buy remains a reliable weapon in the GPOs’ capital equip-
ment arsenal, but even that is changing.

“The HealthTrust Group Buy Program was created five years ago to 
aggregate large capital purchases during specific time periods, for identi-
fied product categories, to deliver greater value to our members and sup-
plier partners,” says Don Weller, director of  strategic sourcing, Health-
Trust. “It has evolved in terms of  the volume of  purchases that flow 
through the program and the scope of  product categories contemplated. 

“We’ll be collaborating with many of  our members that plan to 
deploy new capital equipment strategies over the next couple of  
years. HealthTrust’s role includes staying ahead of  new technologies 
entering the market and their impact on capital planning and/or end-
of-life, as well as ensuring that purchased devices will meet new IT 
security requirements.”

When Novation (now part of  the Vizient brand identity) launched 
its group buy program in 2006, it was primar-
ily for major imaging equipment, says Clem-
ens. In 2011, when he joined the organization, 
the program generated about $190 million in 
contract spending. 

In 2012, however, he brought a dedicated 
manager and analyst to the group buy pro-
gram, and initiated some major changes. “We 
asked, ‘How can we better support our ma-
jor anchor suppliers?’” he says. With that in 
mind, Vizient scheduled group buys in the 
fourth quarter of  the vendors’ fiscal years 

whenever possible. “The suppliers were excited about it, because it 
would help them meet their numbers,” Clemens points out. Vizient 
members, in turn, got the best pricing available. In addition, Vizient’s 
field sales force is becoming more active in promoting quarterly group 
buys to their members.

Sales generated through the group buy program climbed to $540 
million in 2012. Three years later, in 2015, volume reached nearly $1 
billion, resulting in $270 million in member savings.

More recently, Vizient expanded the group buy project beyond 
capital equipment, to include such product groups as pharmaceuticals 
(including short-expiration products), and food and beverages. “It’s 
no different from what we’re seeing in the commercial and consumer 
market,” says Clemens. “Member hospitals are looking for cost savings 
and value, and by working with our supplier partners, Vizient is able to 
deliver significant additional value during the group buy.” 

“ Supply chain leaders should understand 
the entire capital equipment process 
– planning, acquisition, management 
and disposition – since each 
phase contributes to the optimum 
productivity of capital investments.” 

– David Heider
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Members’ expectations changing
As GPOs modify their approach to capital equipment contracting, 
members are changing their expectations of  their GPOs. According to 
Heider, those expectations include:

•  Ensuring the GPO portfolio maximizes the scope of  product 
categories covered by the portfolio.

•  More robust cybersecurity to meet increasing IT-related require-
ments and protect electronic data.

•  Shift from using the GPO as a benchmark, to expecting the lowest 
price and the opportunity to participate in GPO group/bulk buys 
and ad hoc or on-demand bulk buys orchestrated around specific 
customer groups.

•  Expectation to have a full range of  service options (full service to 
parts or labor only) as part of  the equipment contract, as well as 
service provider options – e.g., parts suppliers, multi-vendor service, 
and third-party service by modality (e.g., anesthesia, nuclear medi-
cine and flexible scopes).

•  Increased interest and focus on the contract portfolio and capital 
program to address the non-acute market, including imaging and 
ambulatory surgery centers.

•  Assurance of full contract 
value, including best pricing as 
well as an understanding of the 
total cost of ownership – e.g., 
construction impact, supply 
effect on the capital and service 
cost – based on an organization’s 
preferred service methodology.

•  Capital expertise available as 
needed to assist with or supple-
ment the provider’s current 
practices to ensure a disciplined, 
efficient process is in place to 
stretch limited resources for meeting capital equipment needs

“To meet these evolving needs, HealthTrust has developed a capital 
program to include not only contracts but also the resources, expertise 
and tools to assist providers (both acute and non-acute) in reducing 
costs and optimizing their capital process from planning and acquisi-
tion to management and disposal,” he says.

GPOs and big hospital systems are experimenting with new types of  
equipment contracts, including long-term (i.e., 10-to-15-year) deals. “But you 
have to be careful to protect yourself  against obsolescence,” says Clemens. 

GPOs are also working to bring the power 
of  data to the equipment contracting process, 
says Hinojosa.

“Premier’s MEMdata website provides a 
process focusing on having a competitive en-
vironment drive procurement savings by use 
of  a competitive bid process,” he says. “By 
utilizing Premier’s MEMdata capabilities, a 
facility’s supply chain executive is able to have 
the RFP process done for them, saving valu-
able time and providing them with the abil-
ity to allocate manpower and other resources 
to more urgent tasks. With overall quality of  
care becoming an increasingly important fac-
tor in determining overall compensation for 
services, the savings that MEMdata is able to 
provide our partner facilities often results in 
an improvement to quality of  care and the 
patient experience. This is accomplished by 
providing supply chain executives access to 
affordable, high-quality capital equipment op-
tions while also providing some of  the most 
accurate price benchmarking abilities in the 
industry, ultimately increasing a facility’s busi-
ness intelligence and greatly enhancing the 
decision-making process.”

Emotional decisions
Capital equipment is often a huge investment, 
and big-ticket purchasing decisions are often 
emotional ones, says Clemens. “Think of  
how hard you think about a $30,000 invest-
ment on a car. Now think of  agonizing over a 
$1.2 million purchase.

“It’s such a big dollar outlay, it’s still an emo-
tional purchase. You’ve got people on one side 
looking at it as a business transaction, but you 
also have the physicians and technologists who 
were trained on a particular kind of  equipment 
and who stake their reputation on it.

“It never gets old,” he says. “When you’ve 
seen one big capital purchase, you’ve seen 
one big capital purchase.” JHC

“Engaging supply chain 
personnel at the end of 
a medical construction 

project – when 
procurement starts – 

doesn’t allow for them to 
have a full understanding 
of how and why specific 

equipment is on the 
equipment list.”  
– Troy Hinojosa
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Scales are a necessary piece of equipment for all medical facilities. 
These silent workhorses sit in the hallways and corners of  every medical office 
and every hospital department, and they are used by nearly every patient as part 
of  their intake and daily care. 

A patient’s weight is vital information for detecting fluid retention, calculating 
proper medication dosages and screening for malnutrition. Yet, heathcare profes-
sionals sometimes overlook the importance of  accuracy and safety, methodically re-
cording readings without a second thought. Outdated, unsafe scales can lead to falls 
and injuries for both patients and healthcare professionals. Improperly calibrated or 
inaccurate scales can lead to incorrect treatment or inconsistencies across a health 
system. In fact, recent studies show that many medical scales are troublingly inac-
curate. It’s time to weigh the risks posed by your physician and hospital customers’ 
scales and take steps to protect their patients, their employees and their bottom line.

Higher weights, lower accuracy
As the obesity epidemic grows, medical professionals are seeing heavier patients. 
According to the National Council on Strength and Fitness, 3.8 million Ameri-
cans weigh over 300 pounds, and 400,000 weigh more than 400 pounds.1 Many 
scales have high capacities, but they are not accurate at higher weights. As a pa-
tient’s weight increases, the accuracy of  many scales decreases. The results can 
mean inconsistent readings, leading to an inaccurate representation of  a patient’s 
weight over time. Healthcare standards recommend that scales be precise to 1 pound 
per 150 pounds of weight to ensure accurate dosing and treatment. However, a re-
cent study of scales in Kansas City-area health facilities found average inaccuracies  

ranging from 1.3 pounds at 100 pounds 
of  weight, to 3.8 pounds at 250 pounds 
of  weight. As the test weights increase, 
more scales were found to be inaccu-
rate. When tested at 200 pounds, the 
study found that 15.1 percent of  scales 
were off  by more than 6 pounds – or 
one Body Mass Index (BMI) unit. At 
250 pounds, the percentage of  inac-
curate scales increased to 20.8 percent. 
Since many physicians use a patient’s 
BMI as a critical measure for planning 
treatment and care options, this inac-
curacy can lead to over- and under-
treatment, denial of  proper treatment 
or ill-informed guidance.2

The risks — and cost — of  inac-
curacy can be substantial. For a patient 
undergoing treatment, inaccuracy can 
mask a weight gain or loss that signals 
health changes. According to a study by 
Nursing, a heart patient with a weight 
variance as small as 3 pounds requires 
assessments for peripheral edema jug-
ular venous distension, dyspnea or ab-
normal lung sounds. Similarly, patients 
with renal failure or some cancers typi-
cally receive medication doses based on 
their current weight.3 To ensure accu-
racy across a variety of  patient weights, 

Weighing the risks:  
Hospital scales, accuracy and safety

3.8 million Americans today 
weigh over 300 pounds.

400,000 Americans weigh 
more than 400 pounds.
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scales should be calibrated regularly, particularly because in the course of  
daily usage, scales are bumped or jarred, which can affect their accuracy. 

A study by the UK’s National Health Services found that 22 percent 
of  scales were not set to zero, and a third of  all scales tested were inac-
curate. The study, which examined 7,875 scales at more than 200 hospitals, 
noted that while small inaccuracies may not be important when moni-
toring obese adults, inaccurately weighing oncology patients, children or 
infants to determine medication doses could be dangerous.4 For instance, 

the Pennsylvania Patient 
Safety Authority sur-
veyed four years of  state 
health event reports and 
found 479 instances of  
medication errors stem-
ming from inaccurate 
patient weight. Of  these 
incidents, 67 percent re-

sulted in a patient receiving an incorrect dose, with 1.3 percent of  cases 
causing enough harm to warrant additional treatment.5

Standardization matters
Many hospital systems or IDNs have not made scale standardization a 
priority, with most systems using four or more scale brands throughout 
their organization’s facilities. This requires staff  to be familiar with multiple 
scales’ operation and can lead to variances in the weight results. Standard-
ization across a hospital system or network benefits both patients and staff. 
By using standard scales and calibration procedures, a patient’s weight varia-
tion across several locations within the network becomes more meaningful. 
With newer scales that integrate with a facility’s electronic medical record 
system, weight readings are automatically added to a patient’s record, re-
ducing the risk of  transcription error on date or weight. Additionally, staff  
working in multiple locations across a hospital system can apply the same 

best practices when using standardized equip-
ment. Overall, standardizing across the contin-
uum of  care helps staff  provide a consistently 
high level of  patient care while reducing costs to 
an organization.

Next steps
Your hospital customers can start by taking an in-
ventory of  every scale in their facility or network. 

• How many are there? 
• Where are they located? 
• Who’s using them, and how often? 
•  Do they have rail supports or low plat-

forms, particularly in departments that 
see more elderly and frail patients? 

Next, hospitals and IDNs should evaluate 
accuracy across the entire range of  use. They 
should verify when they were last calibrated, their 
maximum accurate weight and how often they 
are calibrated. Is someone at the IDN respon-
sible for calibrating scales, and are users trained 
to zero them out between patients? Particularly in 
larger facilities or IDNs, responsibility for scales 
can be centralized. They should develop stan-
dards for usage and establish maintenance proce-
dures and schedules to help ensure that accuracy 
does not lapse. Then, they should train staff  to 
use the scales properly and empower them to 
point out when something doesn’t seem right. 
The patients’ health — and the provider’s bot-
tom line — depends on it. JHC

According to the Pennsylvania Patient  
Safety Authority, in one state:
479 medication errors were caused 
by inaccurate patient weight.

67 percent of these incidents resulted 
in a patient receiving an incorrect dose.

Health o meter® Professional Scales is the market leader in medical scales in North America and has been supplying lead-
ing technologies to the healthcare industry since 1919. Visit homscales.com or call (800) 815-6615 to learn how Health o 
meter® Professional Scales can meet all of  your medical weighing and measuring needs. We make things “Weigh Easier.”

Editor’s note: Sponsored by Health o meter® Professional Scales

Notes:
1  “Obesity Awareness Month - Online Articles: National Council on Strength and Fitness.” NCSF. National Council on Strength & Fitness, n.d. Web. 31 Dec. 2015.  
www.ncsf.org/enew/articles/articles-obesityawarenessmonth.aspx. 

2  Stein, Risa J., C. Keith Haddock, Walker S.C. Poston, Dana Catanese, and John A. Spertus. “Precision in Weighing: A Comparison of  Scales Found in Physician Offices, Fitness 
Centers, and Weight Loss Centers.” Public Health Reports. May-June 2005. Web. 31 Dec. 2015. www.publichealthreports.org/issueopen.cfm?articleID=1468.

3  Byrd, Julie, Anessa Langford, Sherry Paden, Wanda Plackemeier, Caroline Seidelman, Mary Valla, and Rebecca Willis.“Scale Consistency Study: How Accurate Are in Patient 
Hospital Scales?” LWW. Wolters Kluwer, Nov. 2011. Web. 31 Dec. 2015. http://journals.lww.com/nursing/Citation/2011/11000/Scale_consistency_study__How_accurate_are_
in.8.aspx.

4  Martin, Daniel. “Hospital Weighing Scales Put the Health of  Millions of  NHS Patients at Risk.” Mail Online. Associated Newspapers, 8 Nov. 2008. Web. 31 Dec. 2015. 
www.dailymail.co.uk/news/article-1082796/Hospital-weighing-scales-health-millions-NHS-patients-risk.html.

5  “Medication Errors: Significance of  Accurate Patient Weights.” Patient Safety Authority. Pennsylvania Patient Safety Advisory, Sept. 2010. Web. 31 Dec. 2015.  
www.patientsafetyauthority.org/ADVISORIES/AdvisoryLibrary/2009/mar6%281%29/Pages/10.aspx.
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There are many case studies about health-
care organizations published just months after 
a supply chain technology is deployed, but 
what about two years’ post go-live? 

In 2014, the Journal of  Healthcare Contracting 
published an article about Texas Health Re-
sources and Inventory Optimization Solu-
tions (IOS), and their success in automating 
supply chain processes for 250 practices in 
Texas. IOS has been in the market for 13 
years with more than 4,500 facilities today 
on their cloud-based supply chain technol-
ogy. IOS works primarily in the health care  

non-acute space and automates the in-
ventory, purchasing and accounts pay-
able processes with a single sign on, bar 
code technology and an EDI platform.  

John Gaida, senior vice president of  
Supply Chain Management, needed a single technology Texas Health 
could wrap around 250 practices. This was no small task. Gaida had 
launched a physician program a few years prior and wanted to not only 
provide a valuable service to the practices, but he wanted to tie them 

Supply Chain Automation for 
250 Physician Clinics

THR’s journey two years post-implementation
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closer to the IDN.  Creating visibility across the entire enterprise was key 
to creating value.  

“I learned fast that you have to customize whatever program 
you are creating to the customer,” Gaida said. “The physician of-
fice is nothing like the acute market, and that’s the first thing to get 
through your head.” Texas Health had a large number of  practices 
and suppliers involved, and it was difficult to make decisions with-
out accurate data. “We needed to own the data. We needed to be 
able to communicate with all vendors,” Gaida said. “And it became 
clear that until we had our own data, we couldn’t make decisions 
about standardization and cost reduction. We chose IOS technol-
ogy for our supply chain needs because we were able to control the 

data and fully automate all vendors with a 
single sign on. We could also give each phy-
sician’s office control to track cost, order 
equipment and supplies, and manage their 
inventory.” In 11 weeks, 250 offices were 
successfully converted to IOS’s cloud based 
supply chain technology.  

We caught up with folks at Texas Health 
in early 2016 to find out how IOS technol-
ogy is working two years later. Nate Mickish, 
senior director of  Non-Acute Supply Chain 
Services at Texas Health, responded to 

our request. “Much has changed 
since our initial implementation 
of  ENVI in 2013,” Mickish said. 
“In addition to the 250-plus clin-
ics within Texas Health Physi-
cians Group, we’ve expanded our 
service to 12 ambulatory surgery 
centers and 17 imaging centers. 
We’ve been able to develop pro-
cesses that ensure contract pricing 
is honored, product standards are 
followed, and fiscal policies are 
adhered to across nearly 300 sites 
of  care.”

Here are a few extra post-implementation 
highlights: 

•  Standardized 25 major categories across 
250 clinics

•  Saved a total of  $6 million in last two 
years (post implementation)

•  Created an approval process which 
prevents unnecessary orders

•  Use data to make decisions now that we 
have visibility across the entire enter-
prise and formed Texas Health’s first 
physician-led product selection commit-
tee for our physician group 

•  Lowered our risk in supply chain across the 
system’s continuum of  care by proactively 
managing product recalls and backorders

“ In addition to the 250-plus clinics 
within Texas Health Physicians 
Group, we’ve expanded our 
service to 12 ambulatory surgery 
centers and 17 imaging centers.”

– Nate Mickish, senior director of Non-Acute  
Supply Chain Services at Texas Health
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•  In our ambulatory surgery centers, we have 
accurate case costing data now that we have 
implemented the ‘Usages’ module

•  Identified opportunities to improve bill-
ing processes for injections and point-of-
care tests in the physician office space

“We have saved our organization signifi-
cant dollars and time by driving standardiza-
tion, and we continue to improve overall 
performance by automating those manual pro-
cesses and creating visibility across the enter-
prise,” Mickish said. “We have built, and are 
continuing to improve, what we believe to be a 
best-in-class service model to manage the non-
acute supply chain. In fact, we are now offering 
our support – implementation, training, data-
base management, etc. – for the IOS/ENVI 
platform to organizations outside of  Texas 
Health. Our desire to meet a growing need in 

the non-acute market by extending our 
program to other organizations was the 
impetus to creating a new organization 
within our system named Texas Health 
Supply Chain Services.”  

From an IOS post two-year per-
spective: Steve Britt, managing partner 
and co-founder, said: “Our goal is to 
continuously evolve to meet the needs 
of  our customers. We work with stand-
alone surgery centers and physician 
offices, as much as we work with the 
250 facility IDNs. We have 13 years of  
product development behind us and 
with 4,500 facilities live in the U.S, we 
get constant feedback on how to im-
prove.  As a supply chain leader in the 
healthcare non-acute space, we recog-
nize the importance of  continuously 
listening to our customers.”  JHC

John B Gaida: With over 35 years in healthcare 
supply chain management and support services, 
John brings unique leadership and industry expe-
rience to his current role as senior vice president, 
supply chain management at Texas Health Re-
sources, a 25 hospital IDN in the Dallas-Fort Worth 
area. His career includes work with nationally rec-
ognized healthcare systems, teaching institutions, 
all sizes of not-for-profit hospitals, a consulting firm, 
and the eCommerce world. John’s honors include 
lifetime fellow recognition by the Association for 
Healthcare Resource and Materials Management of 
the American Hospital Association and the AHRMM 
Gossett Award for leadership, dedication, and con-
tributions to the profession. He is past president of 
AHRMM as well as serving on the board of directors 
for two separate terms. In 2007,he was selected by 
Healthcare Purchasing News (HPN) magazine as 
one of the 30 most influential supply chain profes-
sionals in the last 30 years. Lastly, he is currently on 

the Board of Directors of the Strategic Marketplace 
Initiative (SMI) serving as Founder and Past Chair-
man and is serving on the Board of Directors of the 
Bellwether League as Chairman. President, Supply 
Chain Management

Nate Mickish: Since joining Texas Health in Janu-
ary 2013, Nate has lead a talented team that has 
designed, built and deployed a high-performing 
and fully integrated supply chain program for all of 
the system’s non-acute sites (250 physician offices, 
12 ASC’s, 17 diagnostics centers). This program has 
provided millions of dollars in cost reductions for 
Texas Health, driven Premier contract uptake, and 
created standards for products and processes. 
Nate is one of six individuals to be honored by the 
Bellwether League for the inaugural ‘Future Famer’ 
award in 2015. He earned his MBA from the Univer-
sity of Nebraska – Omaha and his BSBA-Accounting 
from the University of Nebraska – Lincoln.

We work 
with stand-

alone 
surgery 

centers and 
physician 
offices, as 
much as 
we work 
with the 

250 facility 
IDNs. 
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SUPPLY CHAIN

Gone are the days of buying and providing every-
thing to everyone and letting operations run their own sup-
ply chain. In most cases, supply chain has been centralized 
with a system structure to support the needs of  operations. 

Successful supply chain departments will realize they 
no longer merely provide transactional support to the 
rest of  the organization, but rather, they are leaders of  
change. How they portray this role will be the difference 

between a department that partners with clinicians and leaders versus one that 
is forced to take radical steps to continue savings.

The three product types
Just as in other industries, there are different levels of  product types in health-
care, based upon quality and cost. Not everyone purchases or can afford the 
highest quality or most expensive products. This creates a dilemma within 
healthcare, since healthcare cannot be delivered based upon the patient’s ability 
to pay. In most industries, the consumer selects products by balancing quality 
and cost. In healthcare, the patient does not have this ability; it is left up to the 
physician, clinical staff  or management.

Supply chain leaders know that not all 
products and services are determined 
by and used solely by physicians and 
clinicians. There are basically three 
supply types – commodities, clinical 
items and physician preference items, 
or PPI:

•  Commodity items are those 
that are used by many. Usage 
is high, costs are low, and they 
usually can be purchased from 
several vendors. 

•  Clinical items are those that 
are used by clinicians in the 
patient setting, and procedural 
and surgical areas, and can vary 
in costs.

•  Physician preference items 
are generally the highest-cost 
items, with lower usage. Typi-
cally manufactured by a smaller 
group of  vendors, they gener-
ally are used on high-level cases 
and may be implanted into the 
patient. As the name suggests, 
physicians have a high level of  
preference for these items. 

Each category of  supply has a 
different level of  commitment by the 
organization, communication plan, 
and role for supply chain. It is up to 
supply chain to understand each cat-
egory and its role, in order to achieve 
savings correctly. 

In the commodity category, lead-
ership and supply chain can and 
should decide products based upon 
price, standardization and negotiation, 
and then implement these changes 
system-wide. They must understand 
the risks involved in communication 
and implementation of  their decision, 

Time to Lead
Providing transactional support isn’t enough for 
today’s supply chain departments

By David Chaudier
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Brief Summary  
(For full prescribing information refer to package insert)
INDICATIONS AND USAGE
EXPAREL is indicated for administration into the surgical site to 
produce postsurgical analgesia. 
EXPAREL has not been studied for use in patients younger than 18 years 
of age.
CONTRAINDICATIONS
EXPAREL is contraindicated in obstetrical paracervical block anesthesia. 
While EXPAREL has not been tested with this technique, the use of 
bupivacaine HCl with this technique has resulted in fetal bradycardia 
and death.
WARNINGS AND PRECAUTIONS
Warnings and Precautions Specific for EXPAREL
As there is a potential risk of severe life-threatening adverse effects 
associated with the administration of bupivacaine, EXPAREL should be 
administered in a setting where trained personnel and equipment are 
available to promptly treat patients who show evidence of neurological 
or cardiac toxicity.
Caution should be taken to avoid accidental intravascular injection of 
EXPAREL. Convulsions and cardiac arrest have occurred following 
accidental intravascular injection of bupivacaine and other amide-
containing products.
Using EXPAREL followed by other bupivacaine formulations has 
not been studied in clinical trials. Formulations of bupivacaine other 
than EXPAREL should not be administered within 96 hours following 
administration of EXPAREL.
EXPAREL has not been evaluated for the following uses and, therefore, 
is not recommended for these types of analgesia or routes of 
administration.

•   epidural
•   intrathecal
•   regional nerve blocks
•   intravascular or intra-articular use

EXPAREL has not been evaluated for use in the following patient 
population and, therefore, it is not recommended for administration to 
these groups.

•   patients younger than 18 years old
•   pregnant patients

The ability of EXPAREL to achieve effective anesthesia has not been 
studied. Therefore, EXPAREL is not indicated for pre-incisional or pre-
procedural loco-regional anesthetic techniques that require deep and 
complete sensory block in the area of administration.
ADVERSE REACTIONS
Clinical Trial Experience
The safety of EXPAREL was evaluated in 10 randomized, double-blind, 
local administration into the surgical site clinical studies involving 
823 patients undergoing various surgical procedures. Patients were 
administered a dose ranging from 66 to 532 mg of EXPAREL. In these 
studies, the most common adverse reactions (incidence greater than 
or equal to 10%) following EXPAREL administration were nausea, 
constipation, and vomiting.  
The common adverse reactions (incidence greater than or equal 
to 2% to less than 10%) following EXPAREL administration were 
pyrexia, dizziness, edema peripheral, anemia, hypotension, pruritus, 
tachycardia, headache, insomnia, anemia postoperative, muscle spasms, 
hemorrhagic anemia, back pain, somnolence, and procedural pain.
DRUG INTERACTIONS
EXPAREL can be administered in the ready to use suspension or diluted 
to a concentration of up to 0.89 mg/mL (i.e., 1:14 dilution by volume) 
with normal (0.9%) saline or lactated Ringer’s solution. EXPAREL must 
not be diluted with water or other hypotonic agents as it will result in 
disruption of the liposomal particles.
EXPAREL should not be admixed with local anesthetics other than 
bupivacaine. Non-bupivacaine based local anesthetics, including 
lidocaine, may cause an immediate release of bupivacaine from 
EXPAREL if administered together locally. The administration of 
EXPAREL may follow the administration of lidocaine after a delay of  
20 minutes or more.
Bupivacaine HCl administered together with EXPAREL may impact the 
pharmacokinetic and/or physicochemical properties of EXPAREL, and 
this effect is concentration dependent. Therefore, bupivacaine HCl and 
EXPAREL may be administered simultaneously in the same syringe, 
and bupivacaine HCl may be injected immediately before EXPAREL as 
long as the ratio of the milligram dose of bupivacaine HCl solution to 
EXPAREL does not exceed 1:2.
The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic and 
cardiovascular effects related to toxicity.
Other than bupivacaine as noted above, EXPAREL should not be 
admixed with other drugs prior to administration.
USE IN SPECIFIC POPULATIONS
Pregnancy
Risk Summary
There are no studies conducted with EXPAREL in pregnant women. 
In animal reproduction studies, embryo-fetal deaths were observed 
with subcutaneous administration of bupivacaine to rabbits during 
organogenesis at a dose equivalent to 1.6 times the maximum 
recommended human dose (MRHD) of 266 mg. Subcutaneous 
administration of bupivacaine to rats from implantation through weaning 
produced decreased pup survival at a dose equivalent to 1.5 times the 
MRHD [see Data]. Based on animal data, advise pregnant women of the 
potential risks to a fetus.
The background risk of major birth defects and miscarriage for the 
indicated population is unknown. However, the background risk in the 

U.S. general population of major birth defects is 2-4% and of miscarriage 
is 15-20% of clinically recognized pregnancies. 
Clinical Considerations
Labor or Delivery
Bupivacaine is contraindicated for obstetrical paracervical block 
anesthesia. While EXPAREL has not been studied with this technique, 
the use of bupivacaine for obstetrical paracervical block anesthesia has 
resulted in fetal bradycardia and death.
Bupivacaine can rapidly cross the placenta, and when used for epidural, 
caudal, or pudendal block anesthesia, can cause varying degrees of 
maternal, fetal, and neonatal toxicity. The incidence and degree of toxicity 
depend upon the procedure performed, the type, and amount of drug 
used, and the technique of drug administration. Adverse reactions in the 
parturient, fetus, and neonate involve alterations of the central nervous 
system, peripheral vascular tone, and cardiac function.
Data
Animal Data
Bupivacaine hydrochloride was administered subcutaneously to rats and 
rabbits during the period of organogenesis (implantation to closure of 
the hard plate). Rat doses were 4.4, 13.3, and 40 mg/kg/day (equivalent 
to 0.2, 0.5 and 1.5 times the MRHD, respectively, based on the BSA 
comparisons and a 60 kg human weight) and rabbit doses were 1.3, 
5.8, and 22.2 mg/kg/day (equivalent to 0.1, 0.4 and 1.6 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight). 
No embryo-fetal effects were observed in rats at the doses tested with the 
high dose causing increased maternal lethality. An increase in embryo-
fetal deaths was observed in rabbits at the high dose in the absence of 
maternal toxicity.
Decreased pup survival was noted at 1.5 times the MRHD in a rat pre- and 
post-natal development study when pregnant animals were administered 
subcutaneous doses of 4.4, 13.3, and 40 mg/kg/day buprenorphine 
hydrochloride (equivalent to 0.2, 0.5 and 1.5 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight) 
from implantation through weaning (during pregnancy and lactation).
Lactation
Risk Summary 
Limited published literature reports that bupivacaine and its’ metabolite, 
pipecolylxylidide, are present in human milk at low levels. There is no 
available information on effects of the drug in the breastfed infant 
or effects of the drug on milk production. The developmental and 
health benefits of breastfeeding should be considered along with the 
mother’s clinical need for EXPAREL and any potential adverse effects 
on the breastfed infant from EXPAREL or from the underlying maternal 
condition.
Pediatric Use
Safety and effectiveness in pediatric patients have not been established.
Geriatric Use
Of the total number of patients in the EXPAREL surgical site infiltration 
clinical studies (N=823), 171 patients were greater than or equal to 
65 years of age and 47 patients were greater than or equal to 75 years 
of age. No overall differences in safety or effectiveness were observed 
between these patients and younger patients. Clinical experience with 
EXPAREL has not identified differences in efficacy or safety between 
elderly and younger patients, but greater sensitivity of some older 
individuals cannot be ruled out.
Hepatic Impairment
Because amide-type local anesthetics, such as bupivacaine, are 
metabolized by the liver, these drugs should be used cautiously in 
patients with hepatic disease. Patients with severe hepatic disease, 
because of their inability to metabolize local anesthetics normally, are at 
a greater risk of developing toxic plasma concentrations.
Renal Impairment
Bupivacaine is known to be substantially excreted by the kidney, and 
the risk of toxic reactions to this drug may be greater in patients with 
impaired renal function. Care should be taken in dose selection of 
EXPAREL.
OVERDOSAGE
In the clinical study program, maximum plasma concentration (Cmax) 
values of approximately 34,000 ng/mL were reported and likely reflected 
inadvertent intravascular administration of EXPAREL or systemic 
absorption of EXPAREL at the surgical site. The plasma bupivacaine 
measurements did not discern between free and liposomal-bound 
bupivacaine making the clinical relevance of the reported values 
uncertain; however, no discernible adverse events or clinical sequelae 
were observed in these patients.
DOSAGE AND ADMINISTRATION
EXPAREL is intended for single-dose administration only.  
The recommended dose of EXPAREL is based on the following factors:

•  Size of the surgical site
•  Volume required to cover the area
•  Individual patient factors that may impact the safety of an amide 

local anesthetic
•  Maximum dose of 266 mg (20 mL)

As general guidance in selecting the proper dosing for the planned 
surgical site, two examples of dosing are provided. One example of 
the recommended dose comes from a study in patients undergoing 
bunionectomy. A total of 8 mL (106 mg) was administered as 7 mL of 
EXPAREL infiltrated into the tissues surrounding the osteotomy, and  
1 mL infiltrated into the subcutaneous tissue.
Another example comes from a study of patients undergoing 
hemorrhoidectomy. A total of 20 mL (266 mg) of EXPAREL was diluted 
with 10 mL of saline, for a total of 30 mL, divided into six 5 mL aliquots, 
injected by visualizing the anal sphincter as a clock face and slowly 
infiltrating one aliquot to each of the even numbers to produce a field block.
Compatibility Considerations
Admixing EXPAREL with drugs other than bupivacaine HCl prior to 
administration is not recommended.

•  Non-bupivacaine based local anesthetics, including lidocaine,  
may cause an immediate release of bupivacaine from EXPAREL 
if administered together locally. The administration of EXPAREL 

may follow the administration of lidocaine after a delay of 20 
minutes or more.

•  Bupivacaine HCl administered together with EXPAREL may impact 
the pharmacokinetic and/or physicochemical properties of EXPAREL, 
and this effect is concentration dependent. Therefore, bupivacaine 
HCl and EXPAREL may be administered simultaneously in the same 
syringe, and bupivacaine HCl may be injected immediately before 
EXPAREL as long as the ratio of the milligram dose of bupivacaine 
HCl solution to EXPAREL does not exceed 1:2.

 The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic 
and cardiovascular effects related to toxicity.

•  When a topical antiseptic such as povidone iodine (e.g., 
Betadine®) is applied, the site should be allowed to dry before 
EXPAREL is administered into the surgical site. EXPAREL should 
not be allowed to come into contact with antiseptics such as 
povidone iodine in solution.

Studies conducted with EXPAREL demonstrated that the most common 
implantable materials (polypropylene, PTFE, silicone, stainless steel, 
and titanium) are not affected by the presence of EXPAREL any more 
than they are by saline. None of the materials studied had an adverse 
effect on EXPAREL.
Non-Interchangeability with Other Formulations of Bupivacaine
Different formulations of bupivacaine are not bioequivalent even if the 
milligram dosage is the same. Therefore, it is not possible to convert 
dosing from any other formulations of bupivacaine to EXPAREL and 
vice versa.
CLINICAL PHARMACOLOGY
Pharmacokinetics
Local infiltration of EXPAREL results in significant systemic plasma 
levels of bupivacaine which can persist for 96 hours. Systemic plasma 
levels of bupivacaine following administration of EXPAREL are not 
correlated with local efficacy.    
CLINICAL STUDIES
The efficacy of EXPAREL was compared to placebo in two multicenter, 
randomized, double-blinded clinical trials. One trial evaluated the 
treatments in patients undergoing bunionectomy; the other trial evaluated 
the treatments in patients undergoing hemorrhoidectomy. 
Study 1
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 106 mg (8 mL) 
EXPAREL in 193 patients undergoing bunionectomy. The mean age was 
43 years (range 18 to 72).
Study medication was administered directly into the site at the conclusion 
of the surgery, prior to closure. There was an infiltration of 7 mL of 
EXPAREL into the tissues surrounding the osteotomy and 1 mL into the 
subcutaneous tissue.
Pain intensity was rated by the patients on a 0 to 10 numeric rating scale 
(NRS) out to 72 hours. Postoperatively, patients were allowed rescue 
medication (5 mg oxycodone/325 mg acetaminophen orally every 4 to 
6 hours as needed) or, if that was insufficient within the first 24 hours, 
ketorolac (15 to 30 mg IV). The primary outcome measure was the area 
under the curve (AUC) of the NRS pain intensity scores (cumulative 
pain scores) collected over the first 24 hour period. There was a 
significant treatment effect for EXPAREL compared to placebo. EXPAREL 
demonstrated a significant reduction in pain intensity compared to 
placebo for up to 24 hours (p<0.001).
Study 2
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 266 mg  
(20 mL) EXPAREL in 189 patients undergoing hemorrhoidectomy. The 
mean age was 48 years (range 18 to 86).
Study medication was administered directly into the site (greater than 
or equal to 3 cm) at the conclusion of the surgery. Dilution of 20 mL of 
EXPAREL with 10 mL of saline, for a total of 30 mL, was divided into 
six 5 mL aliquots. A field block was performed by visualizing the anal 
sphincter as a clock face and slowly infiltrating one aliquot to each of 
the even numbers.
Pain intensity was rated by the patients on a 0 to 10 NRS at multiple 
time points up to 72 hours. Postoperatively, patients were allowed 
rescue medication (morphine sulfate 10 mg intramuscular every 4 
hours as needed).
The primary outcome measure was the AUC of the NRS pain intensity 
scores (cumulative pain scores) collected over the first 72 hour period.
There was a significant treatment effect for EXPAREL compared to 
placebo.
This resulted in a decrease in opioid consumption, the clinical benefit of 
which was not demonstrated.
Twenty-eight percent of patients treated with EXPAREL required no 
rescue medication at 72 hours compared to 10% treated with placebo. 
For those patients who did require rescue medication, the mean amount 
of morphine sulfate intramuscular injections used over 72 hours was  
22 mg for patients treated with EXPAREL and 29 mg for patients treated 
with placebo.
The median time to rescue analgesic use was for 15 hours for patients 
treated with EXPAREL and one hour for patients treated with placebo.
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even more than its clinical ramifications. Headaches may accompany 
change, but if  the financial benefits are clearly communicated system-
wide, implementation should be fast and savings achieved quickly. 

Clinical item selection calls for supply chain to take a step back 
from a strictly directive role, and to work more closely with clinicians 
to understand the benefits and costs of  items. Since these items are 
more directly correlated to the care of  the patient, supply chain can ex-
pedite any decisions made by involving a physician group or clinical or 
administrative champion. Once the products have been decided upon, 
supply chain can negotiate the best price. 

Backwards
Many supply chain departments and leaders 
have gotten the strategy backwards. They try 
to force usage based upon what they feel they 
can negotiate the best pricing on. They ne-
gotiate a contract based upon usage, then tell 
operations or clinicians that they are failing to 
achieve savings because they are not follow-
ing the contract and using the products that 
they negotiated for. Leadership may or may 
not have budgeted these savings based upon 
supply chain’s negotiation, and may not un-
derstand why their departments are not hit-
ting the savings. This creates distrust between 
supply chain and operations, forcing supply chain to take an even more 
directive approach to savings, and taking those decisions out of  the 
hands of  the clinicians and operations. 

Physician preference items are the main focus for savings – and the 
most controversial. They begin with a category – such as ortho, neuro, 
spine, stents, pacemakers – in which a number of  vendors provide 
competing products. Typically, supply chain analyzes data on usage 
and pricing, including benchmark data, and then negotiates to reduce 
the number of  vendors and increase share for some, thus reducing 
invoice price. This can and does create savings initially; but failing to 
understand the impact and risk of  such a decision can create turmoil 
between supply chain, operational leaders and physicians. When these 
contracts become due again, the cycle is repeated. Sometimes contracts 
are signed with a new vendor or one that was “kicked out” during the 
last contract cycle. 

Many may argue that this process is not made without a physi-
cian leader or team. This may be true even in most cases, but de-
pending on which physicians supply chain has partnered with, and 

the physician structure of  the organization, 
the cost of  implementation and physician 
relationship reduces overall savings. 

Organizations taking this approach for 
the first time should expect some hostility 
and even mistrust. They may not understand 
all of  the products that are available or that 
will be in the future. And they may face resis-
tance when communicating the impact to the 
physicians, and understanding the clinical and 
operational impact to patient care both short-
term and long-term. 

Supply chain should take an active role, 
that is, one in which they lead the conversa-
tion and support the decisions of  others – 
but not make the decisions for others. This 
is where value analysis teams can help. These 
teams should consist of  a supply chain facili-
tator, physicians and a physician champion, 
clinicians, and operational leaders. Depending 
on the products up for negotiation or discus-
sion, the members of  the group can change. 

The goal for supply chain is to facilitate a 
group decision by providing all of  the infor-
mation needed to make the best decision. 

The contracting life cycle
Contracting has a life cycle. Everyone under-
stands and believes that in order to get a low-
er price, the provider must commit to greater 

SUPPLY CHAIN

Supply chain should take 
an active role, that is, one 
in which they lead the 
conversation and support the 
decisions of others – but not 
make the decisions for others.

Brief Summary  
(For full prescribing information refer to package insert)
INDICATIONS AND USAGE
EXPAREL is indicated for administration into the surgical site to 
produce postsurgical analgesia. 
EXPAREL has not been studied for use in patients younger than 18 years 
of age.
CONTRAINDICATIONS
EXPAREL is contraindicated in obstetrical paracervical block anesthesia. 
While EXPAREL has not been tested with this technique, the use of 
bupivacaine HCl with this technique has resulted in fetal bradycardia 
and death.
WARNINGS AND PRECAUTIONS
Warnings and Precautions Specific for EXPAREL
As there is a potential risk of severe life-threatening adverse effects 
associated with the administration of bupivacaine, EXPAREL should be 
administered in a setting where trained personnel and equipment are 
available to promptly treat patients who show evidence of neurological 
or cardiac toxicity.
Caution should be taken to avoid accidental intravascular injection of 
EXPAREL. Convulsions and cardiac arrest have occurred following 
accidental intravascular injection of bupivacaine and other amide-
containing products.
Using EXPAREL followed by other bupivacaine formulations has 
not been studied in clinical trials. Formulations of bupivacaine other 
than EXPAREL should not be administered within 96 hours following 
administration of EXPAREL.
EXPAREL has not been evaluated for the following uses and, therefore, 
is not recommended for these types of analgesia or routes of 
administration.

•   epidural
•   intrathecal
•   regional nerve blocks
•   intravascular or intra-articular use

EXPAREL has not been evaluated for use in the following patient 
population and, therefore, it is not recommended for administration to 
these groups.

•   patients younger than 18 years old
•   pregnant patients

The ability of EXPAREL to achieve effective anesthesia has not been 
studied. Therefore, EXPAREL is not indicated for pre-incisional or pre-
procedural loco-regional anesthetic techniques that require deep and 
complete sensory block in the area of administration.
ADVERSE REACTIONS
Clinical Trial Experience
The safety of EXPAREL was evaluated in 10 randomized, double-blind, 
local administration into the surgical site clinical studies involving 
823 patients undergoing various surgical procedures. Patients were 
administered a dose ranging from 66 to 532 mg of EXPAREL. In these 
studies, the most common adverse reactions (incidence greater than 
or equal to 10%) following EXPAREL administration were nausea, 
constipation, and vomiting.  
The common adverse reactions (incidence greater than or equal 
to 2% to less than 10%) following EXPAREL administration were 
pyrexia, dizziness, edema peripheral, anemia, hypotension, pruritus, 
tachycardia, headache, insomnia, anemia postoperative, muscle spasms, 
hemorrhagic anemia, back pain, somnolence, and procedural pain.
DRUG INTERACTIONS
EXPAREL can be administered in the ready to use suspension or diluted 
to a concentration of up to 0.89 mg/mL (i.e., 1:14 dilution by volume) 
with normal (0.9%) saline or lactated Ringer’s solution. EXPAREL must 
not be diluted with water or other hypotonic agents as it will result in 
disruption of the liposomal particles.
EXPAREL should not be admixed with local anesthetics other than 
bupivacaine. Non-bupivacaine based local anesthetics, including 
lidocaine, may cause an immediate release of bupivacaine from 
EXPAREL if administered together locally. The administration of 
EXPAREL may follow the administration of lidocaine after a delay of  
20 minutes or more.
Bupivacaine HCl administered together with EXPAREL may impact the 
pharmacokinetic and/or physicochemical properties of EXPAREL, and 
this effect is concentration dependent. Therefore, bupivacaine HCl and 
EXPAREL may be administered simultaneously in the same syringe, 
and bupivacaine HCl may be injected immediately before EXPAREL as 
long as the ratio of the milligram dose of bupivacaine HCl solution to 
EXPAREL does not exceed 1:2.
The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic and 
cardiovascular effects related to toxicity.
Other than bupivacaine as noted above, EXPAREL should not be 
admixed with other drugs prior to administration.
USE IN SPECIFIC POPULATIONS
Pregnancy
Risk Summary
There are no studies conducted with EXPAREL in pregnant women. 
In animal reproduction studies, embryo-fetal deaths were observed 
with subcutaneous administration of bupivacaine to rabbits during 
organogenesis at a dose equivalent to 1.6 times the maximum 
recommended human dose (MRHD) of 266 mg. Subcutaneous 
administration of bupivacaine to rats from implantation through weaning 
produced decreased pup survival at a dose equivalent to 1.5 times the 
MRHD [see Data]. Based on animal data, advise pregnant women of the 
potential risks to a fetus.
The background risk of major birth defects and miscarriage for the 
indicated population is unknown. However, the background risk in the 

U.S. general population of major birth defects is 2-4% and of miscarriage 
is 15-20% of clinically recognized pregnancies. 
Clinical Considerations
Labor or Delivery
Bupivacaine is contraindicated for obstetrical paracervical block 
anesthesia. While EXPAREL has not been studied with this technique, 
the use of bupivacaine for obstetrical paracervical block anesthesia has 
resulted in fetal bradycardia and death.
Bupivacaine can rapidly cross the placenta, and when used for epidural, 
caudal, or pudendal block anesthesia, can cause varying degrees of 
maternal, fetal, and neonatal toxicity. The incidence and degree of toxicity 
depend upon the procedure performed, the type, and amount of drug 
used, and the technique of drug administration. Adverse reactions in the 
parturient, fetus, and neonate involve alterations of the central nervous 
system, peripheral vascular tone, and cardiac function.
Data
Animal Data
Bupivacaine hydrochloride was administered subcutaneously to rats and 
rabbits during the period of organogenesis (implantation to closure of 
the hard plate). Rat doses were 4.4, 13.3, and 40 mg/kg/day (equivalent 
to 0.2, 0.5 and 1.5 times the MRHD, respectively, based on the BSA 
comparisons and a 60 kg human weight) and rabbit doses were 1.3, 
5.8, and 22.2 mg/kg/day (equivalent to 0.1, 0.4 and 1.6 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight). 
No embryo-fetal effects were observed in rats at the doses tested with the 
high dose causing increased maternal lethality. An increase in embryo-
fetal deaths was observed in rabbits at the high dose in the absence of 
maternal toxicity.
Decreased pup survival was noted at 1.5 times the MRHD in a rat pre- and 
post-natal development study when pregnant animals were administered 
subcutaneous doses of 4.4, 13.3, and 40 mg/kg/day buprenorphine 
hydrochloride (equivalent to 0.2, 0.5 and 1.5 times the MRHD, 
respectively, based on the BSA comparisons and a 60 kg human weight) 
from implantation through weaning (during pregnancy and lactation).
Lactation
Risk Summary 
Limited published literature reports that bupivacaine and its’ metabolite, 
pipecolylxylidide, are present in human milk at low levels. There is no 
available information on effects of the drug in the breastfed infant 
or effects of the drug on milk production. The developmental and 
health benefits of breastfeeding should be considered along with the 
mother’s clinical need for EXPAREL and any potential adverse effects 
on the breastfed infant from EXPAREL or from the underlying maternal 
condition.
Pediatric Use
Safety and effectiveness in pediatric patients have not been established.
Geriatric Use
Of the total number of patients in the EXPAREL surgical site infiltration 
clinical studies (N=823), 171 patients were greater than or equal to 
65 years of age and 47 patients were greater than or equal to 75 years 
of age. No overall differences in safety or effectiveness were observed 
between these patients and younger patients. Clinical experience with 
EXPAREL has not identified differences in efficacy or safety between 
elderly and younger patients, but greater sensitivity of some older 
individuals cannot be ruled out.
Hepatic Impairment
Because amide-type local anesthetics, such as bupivacaine, are 
metabolized by the liver, these drugs should be used cautiously in 
patients with hepatic disease. Patients with severe hepatic disease, 
because of their inability to metabolize local anesthetics normally, are at 
a greater risk of developing toxic plasma concentrations.
Renal Impairment
Bupivacaine is known to be substantially excreted by the kidney, and 
the risk of toxic reactions to this drug may be greater in patients with 
impaired renal function. Care should be taken in dose selection of 
EXPAREL.
OVERDOSAGE
In the clinical study program, maximum plasma concentration (Cmax) 
values of approximately 34,000 ng/mL were reported and likely reflected 
inadvertent intravascular administration of EXPAREL or systemic 
absorption of EXPAREL at the surgical site. The plasma bupivacaine 
measurements did not discern between free and liposomal-bound 
bupivacaine making the clinical relevance of the reported values 
uncertain; however, no discernible adverse events or clinical sequelae 
were observed in these patients.
DOSAGE AND ADMINISTRATION
EXPAREL is intended for single-dose administration only.  
The recommended dose of EXPAREL is based on the following factors:

•  Size of the surgical site
•  Volume required to cover the area
•  Individual patient factors that may impact the safety of an amide 

local anesthetic
•  Maximum dose of 266 mg (20 mL)

As general guidance in selecting the proper dosing for the planned 
surgical site, two examples of dosing are provided. One example of 
the recommended dose comes from a study in patients undergoing 
bunionectomy. A total of 8 mL (106 mg) was administered as 7 mL of 
EXPAREL infiltrated into the tissues surrounding the osteotomy, and  
1 mL infiltrated into the subcutaneous tissue.
Another example comes from a study of patients undergoing 
hemorrhoidectomy. A total of 20 mL (266 mg) of EXPAREL was diluted 
with 10 mL of saline, for a total of 30 mL, divided into six 5 mL aliquots, 
injected by visualizing the anal sphincter as a clock face and slowly 
infiltrating one aliquot to each of the even numbers to produce a field block.
Compatibility Considerations
Admixing EXPAREL with drugs other than bupivacaine HCl prior to 
administration is not recommended.

•  Non-bupivacaine based local anesthetics, including lidocaine,  
may cause an immediate release of bupivacaine from EXPAREL 
if administered together locally. The administration of EXPAREL 

may follow the administration of lidocaine after a delay of 20 
minutes or more.

•  Bupivacaine HCl administered together with EXPAREL may impact 
the pharmacokinetic and/or physicochemical properties of EXPAREL, 
and this effect is concentration dependent. Therefore, bupivacaine 
HCl and EXPAREL may be administered simultaneously in the same 
syringe, and bupivacaine HCl may be injected immediately before 
EXPAREL as long as the ratio of the milligram dose of bupivacaine 
HCl solution to EXPAREL does not exceed 1:2.

 The toxic effects of these drugs are additive and their administration 
should be used with caution including monitoring for neurologic 
and cardiovascular effects related to toxicity.

•  When a topical antiseptic such as povidone iodine (e.g., 
Betadine®) is applied, the site should be allowed to dry before 
EXPAREL is administered into the surgical site. EXPAREL should 
not be allowed to come into contact with antiseptics such as 
povidone iodine in solution.

Studies conducted with EXPAREL demonstrated that the most common 
implantable materials (polypropylene, PTFE, silicone, stainless steel, 
and titanium) are not affected by the presence of EXPAREL any more 
than they are by saline. None of the materials studied had an adverse 
effect on EXPAREL.
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CLINICAL PHARMACOLOGY
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levels of bupivacaine which can persist for 96 hours. Systemic plasma 
levels of bupivacaine following administration of EXPAREL are not 
correlated with local efficacy.    
CLINICAL STUDIES
The efficacy of EXPAREL was compared to placebo in two multicenter, 
randomized, double-blinded clinical trials. One trial evaluated the 
treatments in patients undergoing bunionectomy; the other trial evaluated 
the treatments in patients undergoing hemorrhoidectomy. 
Study 1
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 106 mg (8 mL) 
EXPAREL in 193 patients undergoing bunionectomy. The mean age was 
43 years (range 18 to 72).
Study medication was administered directly into the site at the conclusion 
of the surgery, prior to closure. There was an infiltration of 7 mL of 
EXPAREL into the tissues surrounding the osteotomy and 1 mL into the 
subcutaneous tissue.
Pain intensity was rated by the patients on a 0 to 10 numeric rating scale 
(NRS) out to 72 hours. Postoperatively, patients were allowed rescue 
medication (5 mg oxycodone/325 mg acetaminophen orally every 4 to 
6 hours as needed) or, if that was insufficient within the first 24 hours, 
ketorolac (15 to 30 mg IV). The primary outcome measure was the area 
under the curve (AUC) of the NRS pain intensity scores (cumulative 
pain scores) collected over the first 24 hour period. There was a 
significant treatment effect for EXPAREL compared to placebo. EXPAREL 
demonstrated a significant reduction in pain intensity compared to 
placebo for up to 24 hours (p<0.001).
Study 2
A multicenter, randomized, double-blind, placebo-controlled, parallel-
group clinical trial evaluated the safety and efficacy of 266 mg  
(20 mL) EXPAREL in 189 patients undergoing hemorrhoidectomy. The 
mean age was 48 years (range 18 to 86).
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sphincter as a clock face and slowly infiltrating one aliquot to each of 
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Pain intensity was rated by the patients on a 0 to 10 NRS at multiple 
time points up to 72 hours. Postoperatively, patients were allowed 
rescue medication (morphine sulfate 10 mg intramuscular every 4 
hours as needed).
The primary outcome measure was the AUC of the NRS pain intensity 
scores (cumulative pain scores) collected over the first 72 hour period.
There was a significant treatment effect for EXPAREL compared to 
placebo.
This resulted in a decrease in opioid consumption, the clinical benefit of 
which was not demonstrated.
Twenty-eight percent of patients treated with EXPAREL required no 
rescue medication at 72 hours compared to 10% treated with placebo. 
For those patients who did require rescue medication, the mean amount 
of morphine sulfate intramuscular injections used over 72 hours was  
22 mg for patients treated with EXPAREL and 29 mg for patients treated 
with placebo.
The median time to rescue analgesic use was for 15 hours for patients 
treated with EXPAREL and one hour for patients treated with placebo.
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SUPPLY CHAIN

volume from fewer vendors. This is a valuable 
strategy, but one that will create savings only 
for a limited time. It also reduces the power 
of  negotiation and does not take the market 
fully into account. Eventually, the organiza-
tion will have to open up to all vendors of  a 
certain product and let the market drive the 
pricing down. 

Once the ceiling price has been reset, the 
organization can then begin to pursue lower 
prices by committing volume, or they can 
choose to allow physicians to use multiple  

vendors at a lower price. This creates com-
petition and allows the market place to con-
tinue lowering price, and buys the organiza-
tion time to adjust its strategy as volumes 
and shares change. It also reduces the high 
artificial pricing that many organizations have 
been paying for years. Combining ceiling 
prices with market data, benchmarking data, 
usage data, and clinical data forces vendors 
to choose whether they want to be a selected 
provider of  products or not. 

How does reimbursement figure in?
Understanding reimbursement gives supply chain another point of  
reference when negotiating. Sharing this information educates those 
within the process and builds alignment when it comes time to negoti-
ate with the vendor. A good rule of  thumb as a starting point: Supply 
costs should be a third or less of  the total payment for the Medicare 
DRG in question. It should be noted that most vendors understand 
hospital reimbursement very well, and will set their pricing based upon 
a hospital reimbursement payment and payer mix. This helps maximize 
the vendor’s profit margin. 

The organization must put a process in place for new items and new 
vendors, so that existing contracts do not limit the usage of  items that 

may be clinically superior to current ones. Of  
course, Journal of  Healthcare Contracting read-
ers know that vendors often try to enter an 
organization and grow their sales by bringing 
in higher-priced items. This process of  new 
technology, pricing and usage mirrors the 
life cycle and marketing of  other industries, 
the difference being that within healthcare, 
these technologies can save lives and may be 
wanted by everyone. But this will also create 
a large budget variance and greatly affect the 
operating margin of  the organization. 

Can you imagine if  we gave each patient 
a menu to inform them of  the cost, cover-
age, readmissions rate, mortality rate, infec-

tion rate, etc., of  a certain product as it relates to a certain procedure 
or surgery? 

In all other industries, the customer is aware of  the price and 
quality of  an item prior to purchase. As patients begin to educate 
themselves on the price and quality of  healthcare, they will demand 
more say as to what supplies are used in their care, and certainly 
into those that are implanted in their bodies. As this process gains 
more traction, healthcare organizations, their supply chain depart-
ments and their vendors will change the way they market to pa-
tients, which in turn will create a new dilemma for supply chain and 
how they will negotiate. JHC

David Chaudier has extensive experience and leadership in hospital finance, operations, administration and supply chain. 
He has provided executive consulting and supply chain assessments for health care systems and GPOs and is currently 
the chief  executive officer and hospital administrator for LifeCare Hospitals of  Wisconsin.

The organization must put 
a process in place for new 
items and new vendors, so 
that existing contracts do not 
limit the usage of items that 
may be clinically superior to 
current ones.
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As incidents of Zika are reported with increasing frequency throughout the United 
States, healthcare providers are urgently working to get ahead of  the mosquito-spread virus that 
is leading to birth defects. While the U.S. Centers for Disease Control and Prevention, along with 
some states and cities, has issued guidance for responding to the epidemic, hospitals are still faced 
with tactical and logistical hurdles – from obtaining necessary supplies to educating practitioners 
on proper response procedures.

Healthcare group purchasing organizations can play an important role in emergency situations 
such as the spread of  Zika. Although most commonly associated with the cost savings and effi-
ciencies that they deliver to hospitals and non-acute care centers, GPOs are also the sourcing and 
supply chain partners to those providers. GPOs leverage their unique position in the supply chain 
to ensure healthcare providers have what they need in emergencies.

By Todd Ebert

Emergency Response  
and the GPO’s Role
GPOs leverage their unique position in the supply chain to  
ensure healthcare providers have what they need in emergencies.
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Todd Ebert, R.Ph., is the President and CEO of  the Healthcare Supply Chain Association.

When Superstorm Sandy struck in 2012, for example, GPOs used 
their regional relationships and national reach to track resources around 
the country through manufacturer, distribution, and customer channels. 
Hospitals along the East Coast were in need of  emergency materials 
ranging from generators to flashlights to food, and due to unprecedent-
ed weather – in addition to infrastructure issues and product shortages – 
the delivery of  such materials was far from guaranteed. GPOs were able 
to work with manufacturers to identify a supply of  such resources and, 
when necessary, ration their distribution. And tapping into their network 
of  member providers, GPOs were also able to identify hospitals with an 
excess of  beds and other primary care materials, and arrange transfers to 
hospitals experiencing a surge in patients.

When the Ebola crisis peaked in 2014, 
GPOs were on the front lines of  integrat-
ing personal protective equipment, or PPE, 
into their member providers’ response ef-
forts. With the CDC altering their baseline 
protection recommendations following the 
infection of  two hospital caregivers, GPOs 
took on the essential role of  ensuring hos-
pitals were kept up to speed with the evolv-
ing PPE standards – and had the required 
supplies to comply.  

Many Healthcare Supply Chain Asso-
ciation (HSCA) member GPOs worked to 
map the CDC’s revised PPE recommendations to contracted vendors 
and specific products, giving hospitals an up-to-date product resource in 
compliance with CDC guidelines. And more than simply providing PPE 
guidelines, GPOs made sure their member hospitals were prepared to 
carry them out. GPOs sponsored nationally broadcast training sessions 
and even worked with relevant vendors to educate them on the role of  
receiving hospitals battling the health crisis. 

To make sure PPE made it to the affected hospitals, many GPOs 
established an Ebola supply command center, through which they 
tracked supply issues and identified alternative product sources in an-
ticipation of  demand for certain emergency equipment exceeding tra-
ditional distribution channel capacity. GPOs also established networks 
within their member hospitals dedicated to facilitating the transfer of  
emergency supplies to hospitals on the frontlines of  Ebola.

When emergencies strike, GPOs take action to help increase hos-
pital and healthcare provider preparedness. To specifically respond to 

hospital needs, HSCA member GPOs take 
steps ranging from increasing communica-
tion with members and suppliers to identify 
product availability and potential shortages, 
to collaborating with government agencies 
at the federal, state, and municipal levels. 
To help address the broader public threat 
of  emergencies such as Ebola, GPOs create 
centralized response systems, conduct full-
scale exercises of  emergency management 
programs, and serve as a clearinghouse of  

product information, educational programs, 
and treatment protocols.

GPOs take their role as the sourcing and 
purchasing partners to virtually all Ameri-
ca’s hospitals seriously – that is never more 
important or apparent than during times of  
emergency. Weather-related situations like 
Superstorm Sandy and health epidemics 
such as Ebola help illustrate the necessity 
of  organizations with a birds-eye view of  
the entire supply chain and its many mov-
ing pieces. As the Zika crisis and response 
continues to unfold in the U.S., GPOs will 
be doing all they can to ensure hospitals 
and staff  are prepared to treat patients 
safely and effectively. JHC

Weather-related situations 
like Superstorm Sandy and 
health epidemics such as Ebola 
help illustrate the necessity of 
organizations with a birds-eye 
view of the entire supply chain 
and its many moving pieces.
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PRIME VENDOR
By the Health Industry Distributors Association

Pricing Accuracy Initiative Takes Major 
Step Forward at New Conference

Getting the Most from Your Most Important Supplier  

August 2016 | The Journal of Healthcare Contracting56

Making sure you’re paying the right price for medical products prob-
ably is a big headache for your organization. The huge number of  contracts and 
tiers coupled with ongoing changes make it hard to ensure your invoice prices 
are always what you expect them to be.

Your manufacturer and distributor partners feel the pain too. That’s why 
the Health Industry Distributors Association (HIDA) launched its Pricing Ac-
curacy Initiative – to improve contracting efficiency and to reduce mistakes and 
rework throughout the healthcare supply chain. 

The initiative, started in 2013, took a big step forward at HIDA’s first ever 
Contract Administration Conference in Orlando, Fla., in May. The meeting 
brought together more than 120 suppliers, GPOs, solutions providers, and 
healthcare providers seeking new ways to improve pricing management process-
es. Throughout the event, industry experts offered ideas for improving contract 
administration processes. Speakers emphasized the importance of  adopting 

data standards, improving communi-
cations between trading partners, and 
providing ample notification in ad-
vance of  contract activations.

Important points raised at the confer-
ence included the following:

•  All contract-related com-
munications should be 
electronic: Ideally, 100 
percent of  communications 
and transactions should be 
transmitted either via EDI 
(electronic data interchange) 
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or standard Excel/CSV file formats. “In a six-month period, 
our Medical-Surgical contracts team receives more than 3,000 
contract communications via email text, PDF, or Word docu-
ment,” said Justin Bowers, McKesson. “If  we can standardize 
our processes and formats for receiving this information, it 
will become much easier to avoid many of  the issues we face 
on a daily basis.” 

•  Customer identification standards are needed: Manu-
facturers and distributors have entire teams of  people devoted 
to contract communications, and participants said these teams 
spend too much time trying 
to figure out what cus-
tomer they’re talking about 
– for instance, determin-
ing whether the “St. Mary’s 
Hospital” in a particular 
spreadsheet is the same as 
“St. Mary’s Healthcare” on a 
different sheet. Many health-
care leaders believe industry-
wide adoption of  Global 
Location Numbers (GLNs) 
would eliminate most of  this 
confusion and allow com-
panies to identify, capture, 
and share vital information. 
A joint HIDA/GS1-US 
Price Accuracy Initiative 
Workgroup is currently 
developing a proof  of  con-
cept to confirm whether GLNs can serve as standard customer 
identifiers to enhance financial transactions between distributors, 
manufacturers, and GPOs. 

•  Timely notification is crucial: Late contract notifications 
cause price mismatch errors and rework, conference attendees 
noted. During roundtable sessions, participants agreed provid-
ing timely contract change notice allows everyone involved 
to load accurate pricing and eliminate potential discrepancies. 
Attendees pointed to timelines laid out in HIDA’s white paper, 

Improving Pricing Accuracy: Best Practices in 
Contract Administration, and encouraged 
consistent adherence to these standards. 

Providers play an important role in improv-
ing contract and pricing accuracy, said Derek 
Stewart, Adventist Health System. Stewart 
described how his organization rolled up its 
sleeves with trading partners to clean up its 
pricing data and improve processes for shar-
ing information. Deb Templeton, Geisinger 
Health System, and Joe Dudas, The Mayo 
Clinic, both gave keynote addresses on ways to 
drive healthcare supply chain transformation 
through a mix of  collaboration, adaptation, 
data standards, and flexibility. 

These providers offered their support for 
HIDA’s overall Pricing Accuracy Initiative and 
echoed sentiments shared by supplier trading 
partners. “Now that we have our foot on the 
pedal,” said Nancy Montemarano, BD, “we 
need to start pushing.” JHC

To learn more details about the conference, and to access HIDA’s free white paper, visit www.HIDA.org/ContractAdmin.

Late 
contract 

notifications 
cause price 
mismatch 
errors and 

rework, 
conference 
attendees 

noted.

HIDA Pricing Accuracy  
Initiative Imperatives:

Automation
•  Push for 100% electronic transactions.
•  Redesign any process that  

cannot be automated.

Standards
•  Standardize processes for  

information-sharing.
•  Support GS-1 standards adoption for 

customer and product identification.

Timeliness
•  Commit to contract negotiation 

deadlines that allow timely notice and 
implementation of contract changes 
to all parties.
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OBSERVATION DECK

Learn. Build. Succeed.
Our annual pursuit of “Ten People to Watch 
in Healthcare Contracting” always yields a goldmine 
of  ideas. Some are involved in brand-new, never-
been-done-before projects; others are implement-
ing improved versions of  older ideas. Either way, 
it’s clear that successful supply chain executives are 
continually in a learning and building mode. Here 
are examples of  what I’m talking about.

Alisha Hutchens, senior director, supply chain ad-

Matthew Mayer, vice president, 
material resources, corporate of-
fice, Franciscan Alliance Inc., de-
scribes a project involving hospitals, 
physicians and HPG SourceTrust 
to save almost $6 million annually 
on orthopedic total joint and spinal 
implants. Today, Franciscan Alliance 
has some of  the lowest supply cost 
ratios in healthcare, he reports.

Nate Mickish, senior director, Tex-
as Health Supply Chain Services, 
describes the formation of  a new for-
profit division under Texas Health – 
Texas Health Supply Chain Services 
(THSCS) – enabling the parent orga-
nization to focus on extending its non-
acute and affiliate contracting service 
model to the greater market place. 

Tim Miller, senior director, sup-
ply chain services, Banner Health, 
reports that in March 2015, Banner 
acquired the University of  Arizona 
Health Network, adding two academic 
medical centers and resulting in the 
formation of  Banner University Medi-
cine Division (BUMD), accounting 
for 31 percent of  the $1.5 billion that 
Banner Health spends on supplies and 
purchased services. Miller and his team 
integrated over 600 supplier and pur-
chased services contracts.

Tim Nedley, vice president, mate-
rials management, UPMC, and his 
team have implemented an inbound-
freight-reduction project. “We’ve taken 
a very stern approach, and [permit our 
vendors to] only charge us what it actually 
costs to ship the product,” he says. JHC

ministration, Novant Health, Inc., reports that she and her team enhanced their 
value analysis program by creating a full supply chain project implementation team. 
That team will rely on two nurses in the value analysis department to take a more 
proactive approach in working with Novant Health’s strategic sourcing team, as well 
as operations and logistics, during product conversions and project implementations.

David Gillan, senior vice president, supply chain aggregation services, Vi-
zient, Inc. has participated in two significant corporate integrations since early 2015. 
During the merger of  VHA, UHC and Novation, he served on the team that led 
the go-to-market strategy for offerings in the clinical, operational and sourcing areas. 
Second, in support of  the acquisition of  MedAssets’ supply chain management busi-
ness, he served on the team focused on defining the go-forward sourcing philosophy.

Durral R. Gilbert, president of supply chain service, Premier Inc., reports 
on that organization’s Partnership for Advancement of  Comparative Effectiveness 
Review (PACER) collaborative, in which health systems come together to examine 
clinical evidence and outcomes, as well as price and usage data, to determine best 
practices and unnecessary variation across physician-preference-item areas.

Jim Marziale, senior vice president of account management, Intalere, 
is looking forward to two important projects: Intalere’s outpatient pharmacy/
PBM program and its Total Cost of  Ownership utilization program, the latter 
of  which he calls “the next frontier in supply chain management,” with a po-
tential per-line product savings of  22 to 41 percent above price. 

Jocelyn Bradshaw, senior vice president, strategic sourcing, Health-
Trust, has worked with to incorporate two new members – Barnabas Health 
and St. Luke’s Boise – into the HealthTrust program, together representing 
about $4 billion of  additional volume to the contract portfolio. 

Kevin Keller, director of materials management, Crystal Run Health, 
sits on the leadership council of  the Intalere Eastern Alliance. What began as 
a strategic collaborative of  Eastern acute and non-acute organizations, is now 
rapidly growing elsewhere, he says. 

Mark Thill
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