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A number of market forces are making it even more complicated to manage a
hospital supply chain (/directory/supply-chain) today.

Declines in inpatient volume, reimbursement (/directory/reimbursement) and
changes in the boundary between payers and providers - not to mention the
perpetual cost hikes in supplies and pharmaceuticals - all eat into hospital
margins, which affects spending pools.
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Those pressures are compelling CFOs across the country to develop new,
innovative ways to cut costs in areas such as labor, overhead, capital and
supplies, which Dan May, managing director of Huron Consulting Group in
Chicago, called "the least painful among them."

Over the past five years, hospitals have become much more strategic in their
supply chain decision making, said May.

[Also: See what drug, medical device makers paid teaching hospitals in 2014
(/news/see-what-drug-medical-device-makers-paid-teaching-hospitals-2014-data)]

Huron recommends clients develop a defined strategy around four key areas in
the supply chain: commodities, pharmaceuticals, physician preference items and
purchase services. Health systems should work closely with the national group
purchasing organizations for commodities and pharmacy (/directory/pharma)
since those products can be contracted at the national level, he said. However, a
different strategy should be developed for physician preference items and
purchased services, which are contracted at the local level.

"Two or three years ago, many executives told us their supply chain strategy
consisted primarily of working with their national GPO." However, today
executives recognize the importance of forming a much more comprehensive
strategy, which is leading to the formation of a number of regional supply
collaboratives and/or regional GPOs to complement those on the national level.

"Hospitals can't depend on the national GPO for everything,” said May. “They need
a comprehensive strategy to manage the full supply chain."

Meanwhile, Suzanne Haggard, CFO at LCMC Health in New Orleans, said she's
been surprised by how much supply chain prices, systemwide, vary for individual
hospitals of newly formed systems.

"What we watch, are working on and devote significant energy to is trying to
negotiate system contracts for all of our hospitals in order to take advantage of
the buying power hospitals have collectively compared to standalones," said
Haggard. The institution also is vying to secure the best pricing and standardize
its products across its system, she said.

“We believe we should be able to get the best price for supply chain items,” she
said.

Steve Hargett, CFO at MUSC in Charleston, South Carolina, said one complication
he wishes he could fix is pharmaceuticals, in which costs seem to be increasing
exponentially. "It's kind of two separate functions,” he said. “There's all other
supply chain functions and then there's pharmaceutical acquisition and
distribution. A lot of it involves FDA (/directory/food-and-drug-administration-fda)
requirements, but | wish there was a way to bring those two disparate functions
together under a single supply chain function." Unfortunately, he's yet to figure
out how to do so, he said.

Like Healthcare Finance on Facebook
(https://www.facebook.com/HealthcareFinanceNews)

MUSC is making more strategically based decisions on supply chain, Hargett
said. For example, about three years ago, the system hired its first chief supply
chain officer, who arrived with a lot of experience about other large systems and
manufacturers. As a member of the hospital system's administrative team, she's

http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast

9/7/15, 3:13 PM

Featured Resources

How Healthcare
Reform Impacts
Your Revenue
Cycle

(http://pages.healthcarefinancenews.c
Healthcare-Reform-Impacts-Your-
Revenue-Cycle.html?
topic=reimbursement%26revcycle)

A dramatic increase in the number of
patients insured by high-deductible, high-
copay plans has led to providers spending
more time collecting payments. These
challenges are intensified by a number of
other trends, including: a rise in bad debts,
the ...

HEALTHCARE FINANCE

REVENUE CYCLE Insights

The newest resource for

Revenue Cycle Leaders

JC RelayHealth

(http://oascentral.himss.org/RealMedia/ads/click

Page 2 of 6


http://www.healthcarefinancenews.com/news/see-what-drug-medical-device-makers-paid-teaching-hospitals-2014-data
http://www.healthcarefinancenews.com/directory/pharma
http://www.healthcarefinancenews.com/directory/food-and-drug-administration-fda
https://www.facebook.com/HealthcareFinanceNews
http://oascentral.himss.org/RealMedia/ads/click_lx.ads/healthcarefinancenews.com/directory/reimbursement/L49/436888003/Right2/Himss/RelayHealth_062215_HITN.HFN.MPI_300.242.728/relay_health_revenue-cycle-insights-300x250.gif/1?x
http://pages.healthcarefinancenews.com/How-Healthcare-Reform-Impacts-Your-Revenue-Cycle.html?topic=reimbursement%26revcycle
http://pages.healthcareitnews.com/confidence-visibility-control-is-your-organization-adequately-preparing-for-icd-10.html?topic=coding

CFOs say supply chain changes mean they have to act fast | Healthcare Finance News 9/7/15, 3:13 PM

very knowledgeable about the administration of MUSC's service lines, involved in cycle-insights-300x250.gif/1?x)
their planning and understands new procedures they're contemplating, he said.

"We didn't focus on that until she came here," said Hargett. MostPopuIar
She also oversees the supply chain for the system's physician practices and . _ Watchlist: Healthcare
physician-based outreach clinics and planned surgery centers, he said. ‘ % headlines', Sept. 4

% = (/news/healthcare-
An emphasis on supply chain strategy is also a major part of the finance strategy ‘I;Ii?)?hnes-across-
at LCMC Health.
Top 10 healthcare

,, A A o A (@) issues in 2015

If | can strategically lower our supply chain costs, this will help to strategically Do (/news/top-10-
improve our operating income. I'm helping our bottom line,” said Haggard. healthcare-issues-

watch-2015)
Twitter: @HFNewsTweet (http://www.twitter.com/hfnewstweet) 5 challenges facing
health systems
(/news/5-challenges-
facing-health-
Show All Comments systems)

¥

-
A

Hospitals rush to
build wellness

£ centers
News (/news/wellness-
centers-no-longer-
hospital-gimmicks-
become-money-
making-population-
health-engines)

Truven names top 15 health Biggest healthcare frauds in Maj
systems in America 2015: Running list the
(/slideshow/truven-names-top-15-  (/slideshow/biggest-healthcare- (/ne
health-systems-america) frauds-2015-running-list) mec
According to Truven, the firm analyzed nineAlready, 2015 has seen a host of major ~ So fe
quality metrics to come up with the fraud news involving dozens of individuals with
rankings, which break down by size of the and amounting to millions in abuse, often care
health system. related to Medicare fraud.

Whitepapers

Credible, Defensible Estimates ~ Gaining Actionable Insightinto  Clin

(http://pages.heaIthcareitnews.com/Cé@Bl‘ggial Systems and Areas (httr

Defensible-Estimates.html? Impacting the Revenue Cycle Qua
topic=revcycle) (http://pages.healthcareitnews.com/Gaamii
In healthcare, every interaction with the Actionable-Insight-into-Financial- Althc
patient matters. Especially in today’s Systems-and-Areas-Impacting-the- asm
environment of continuous improvement, help

Revenue-Cycle.html?topic=revcycle)

efforts have been concentrated on Hosoital svst th ; elect
coordination among providers, the patient | Oskp' alsys emslfacross‘ b?||90UH ré’ ar  andi
care experience and quality outcomes — all ooking to streamline their billing an need

collection processes to become more

http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast Page 3 of 6


http://www.twitter.com/hfnewstweet
http://www.healthcarefinancenews.com/slideshow/truven-names-top-15-health-systems-america
http://www.healthcarefinancenews.com/slideshow/biggest-healthcare-frauds-2015-running-list
http://www.healthcarefinancenews.com/news/map-see-where-states-stand-medicaid-expansion
http://pages.healthcareitnews.com/Credible-Defensible-Estimates.html?topic=revcycle
http://pages.healthcareitnews.com/Gaining-Actionable-Insight-into-Financial-Systems-and-Areas-Impacting-the-Revenue-Cycle.html?topic=revcycle
http://pages.healthcareitnews.com/Clinical-Quality-Measures-101.html?topic=revcycle%26budgeting%26capitalfinance
http://oascentral.himss.org/RealMedia/ads/click_lx.ads/healthcarefinancenews.com/directory/reimbursement/L49/436888003/Right2/Himss/RelayHealth_062215_HITN.HFN.MPI_300.242.728/relay_health_revenue-cycle-insights-300x250.gif/1?x
http://www.healthcarefinancenews.com/news/healthcare-headlines-across-web
http://www.healthcarefinancenews.com/news/top-10-healthcare-issues-watch-2015
http://www.healthcarefinancenews.com/news/5-challenges-facing-health-systems
http://www.healthcarefinancenews.com/news/wellness-centers-no-longer-hospital-gimmicks-become-money-making-population-health-engines

CFOs say supply chain changes mean they have to act fast | Healthcare Finance News

laudable goals.

HIMSSwire

(http://himsswire.co

3

,&J/ Go beyond:the code

(http://oascentral.himss.org/RealMedia/ads/click_Ix.ads/healthcarefinancenews.com/directory/reimbursement/L49/72921371/Bottc

X)

HIMSS Media

efficient and better compete in their whic
markets. The challenge many face is how

to turn the data ...

HIMSS Media launches
Revenue Cycle Insights

BEST Hospital IT
Departments:

Analytics is the wave of
the future

IBM's social program
management goes
mobile
’ﬁ'g p://www.healthcareitnewsactivitydfidget-
ivity? dest=http://www.himsswiredestatticlodfinvahimbsvae pitheti pbim
dest=http://www.himsswire.ceay/aupiply/ohaldile/ibms_ sosal-_supglymh_amnagementmumiy?noblle&source hti
say-supply-chain- changes-mean-they- changes-mean-they- dest=http://www.himsswi
changes-mean-they- have-act-fast) have-act-fast) say-supply-chain-
have-act-fast) While “Big Data’ and changes-mean-they-
analytics are among the have-act-fast)
most widely discussed
topics in...

(http://www.healthcareitnevibttpwivmiddetalthcareitnevidocoimatiodgedpen
todayl

activity?

A new resource for
healthcare finance leaders

Caseworkers are increasingly
that will feature the latest...

spending their days in the
field. Now, they can...

Nominations for Healthcare
IT News' annual BEST
Hospital IT Departments
program...

ICD10Watich 3M

Covering the ICD-10 transition

Planning ¢ Events ® Technology ® And more

Events (http://www.himssmedia.com/events/inperson-events/calendar)
Solutions (http://www.himssmedia.com/solutions/digital-advertising)
About (http://www.himssmedia.com/about/our-story)

Contact (http://www.himssmedia.com/contact-us/office-locations)

PUBLICATIONS

Healthcare IT News (http://www.healthcareitnews.com/)

Healthcare Finance News (/)

Healthcare Payer News

(http://healthcarepayernews.com)

Medical Practice Insider

(http://medicalpracticeinsider.com)

CAREER ADVANCEMENT

Distance Learning
(https://vts.inxpo.com/scripts/Server.nxp?

EDUCATION

Conferences
(http://www.himssmedia.com/events/inperson-
events/calendar)

White Papers (/resource-central/white-papers) Healthcare IT Jobs (http://jobmine.himss.org/)

Digital Events
(http://www.himssmedia.com/events/virtual-
events/calendar)

mHealth News (http://mhealthnews.com)

HIMSS Books (https://marketplace.himss.org/)

Government Health IT (http://www.govhealthit.com/)

Revenuce Cycle Insights

NEWSLETTERS MAGAZINE

(http://www.revenuecycleinsights.com/)

Continuum of Care News

(http://www.continuumofcarenews.com/)

Healthcare Finance Daily (http://www.hfn- About (/about-healthcare-finance-news)

newsletter.com) Editors (/editorial-staff)

Healthcare Finance Weekly (http://www.hfn-

HIE Watch (http://www.hiewatch.com/)
ICD 10 Watch (http://www.icd10watch.com/)

HIMSS Future Care (http://www.himssfuturecare.com/)

newsletter.com)

Healthcare Finance Get Smart (http://www.hfn-
newsletter.com)

Healthcare Finance JobSpot (http://www.hfn-
newsletter.com)

Healthcare Finance Top 5 (http://www.hfn-
newsletter.com)

http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast

Privacy Policy (/privacy-policy)

Reprints
(http://reprints.ygsgroup.com/m/healthcarefinancenews/)

Advertising (http://www.himssmedia.com/advertising-
specs)

9/7/15, 3:13 PM

LASCmd=L:0&AI=1&ShowKey=23480&LoginType=0&InitialDisplay=1&Clie

Page 4 of 6


http://www.himssmedia.com/events/inperson-events/calendar
http://www.himssmedia.com/solutions/digital-advertising
http://www.himssmedia.com/about/our-story
http://www.himssmedia.com/contact-us/office-locations
http://www.healthcareitnews.com/
http://www.healthcarefinancenews.com/
http://healthcarepayernews.com/
http://medicalpracticeinsider.com/
http://mhealthnews.com/
http://www.govhealthit.com/
http://www.revenuecycleinsights.com/
http://www.continuumofcarenews.com/
http://www.hiewatch.com/
http://www.icd10watch.com/
http://www.himssfuturecare.com/
http://www.himssmedia.com/events/inperson-events/calendar
http://www.healthcarefinancenews.com/resource-central/white-papers
http://www.himssmedia.com/events/virtual-events/calendar
https://marketplace.himss.org/
https://vts.inxpo.com/scripts/Server.nxp?LASCmd=L:0&AI=1&ShowKey=23480&LoginType=0&InitialDisplay=1&ClientBrowser=0&DisplayItem=NULL&LangLocaleID=0&SSO=1
http://jobmine.himss.org/
http://www.hfn-newsletter.com/
http://www.hfn-newsletter.com/
http://www.hfn-newsletter.com/
http://www.hfn-newsletter.com/
http://www.hfn-newsletter.com/
http://www.healthcarefinancenews.com/about-healthcare-finance-news
http://www.healthcarefinancenews.com/editorial-staff
http://www.healthcarefinancenews.com/privacy-policy
http://reprints.ygsgroup.com/m/healthcarefinancenews/
http://www.himssmedia.com/advertising-specs
http://himsswire.com/
http://oascentral.himss.org/RealMedia/ads/click_lx.ads/healthcarefinancenews.com/directory/reimbursement/L49/72921371/Bottom/Himss/3M_ICD10Watch_HITN.HFN_300.728_promo2015/ICD10watch_3M_website_promo12.13.gif/1?x
http://www.healthcareitnews.com/widget-activity?dest=http://www.himsswire.com/article/mobile/ibms_social_program_management_goes_mobile&source=http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast
http://www.healthcareitnews.com/widget-activity?dest=http://www.himsswire.com/article/financialrevenue_cycle_management/himss_media_launches_revenue_cycle_insights&source=http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast
http://www.healthcareitnews.com/widget-activity?dest=http://www.himsswire.com/article/business_analytics/analytics_wave_future&source=http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast
http://www.healthcareitnews.com/widget-activity?dest=http://www.himsswire.com/article/workforce_development/best_hospital_it_departments_nominations_open_today&source=http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast
http://www.healthcareitnews.com/widget-activity?dest=http://www.himsswire.com/article/business_analytics/giant_aco_drives_pop_health_analytics_and_big_data&source=http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast

CFOs say supply chain changes mean they have to act fast | Healthcare Finance News 9/7/15, 3:13 PM

HEALTH( B_\ilij

(http://www.healthcarefinancenews.com/issue/july-august-2015-1)

Avg'rtecl

:_‘ (http://www.healthcarefinancenews.com/issue/march-april-2015-0)

(http://www.healthcarefinancenews.com/issue/january-february-2015-0)

Slideshows (/slideshows)

News (/news)
Blogs (/blog) Video (/videos)
Jobs (http://jobspot.healthcarefinancenews.com/#jobs) Infographics (/infographics)

http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast Page 5 of 6


http://www.healthcarefinancenews.com/issue/july-august-2015-1
http://www.healthcarefinancenews.com/issue/march-april-2015-0
http://www.healthcarefinancenews.com/issue/january-february-2015-0
http://www.healthcarefinancenews.com/news
http://www.healthcarefinancenews.com/blog
http://jobspot.healthcarefinancenews.com/#jobs
http://www.healthcarefinancenews.com/slideshows
http://www.healthcarefinancenews.com/videos
http://www.healthcarefinancenews.com/infographics

CFOs say supply chain changes mean they have to act fast | Healthcare Finance News 9/7/15, 3:13 PM

SUBSCRIBE (HTTPS://HMS.SUB-FORMS.COM/HMS2_HNNEW) NEWSLETTERS (HTTP://WWW.HFN-NEWSLETTER.COM)

© 2015 Healthcare Finance is a publication of HIMSS Media

http://www.healthcarefinancenews.com/news/cfos-say-supply-chain-changes-mean-they-have-act-fast Page 6 of 6


https://hms.sub-forms.com/HMS2_HNnew
http://www.hfn-newsletter.com/

