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The Basics of Supply Chain and 
Inventory Management

ÅIntegration

ÅControl

ÅStrategic Focus

ÅSupportive Structure

ÅEmpowerment

ÅPhysician Support

ÅConsistency

ÅSkill Set

ÅOrganization



Integration

The supply chain can no 
longer be viewed as a 
άōŀŎƪ ŘƻŎƪέ ǎǳǇǇƻǊǘ 
service that provides 
products and services 
required by clinical staff.  

The supply chain must 
have appropriate 
integration with clinical 
systems, revenue cycle, 
IT and clinical 
operations.



Integration

Å Weekly Meetings with Director of Nursing, 
Administrator, Business Office Manager

Å Staff Meetings

Å άIƻǿ ƳǳŎƘ ŘƻŜǎ ǘƘƛǎ ŎƻǎǘΚέ

Å Reporting 

Å Education

Å Do your employees know that materials 
management can exceed 35% of your operating 
budget and that approximately 20% is supply cost?  



Control
ÅWho is ordering supplies and signing contracts?

ÅAll GPO relationships, inventory management, purchasing, 
vendor relationships and contracts, along with financial and 
inventory reporting should funnel thru your organizations 
supply chain.

ÅMaterials Managers must play an integral part in an 
organizations annual budget process.  
ÅUtilize your GPO budget impact projections and pharmacy 

drug price forecast.

ÅFinancial Statements
ÅRead and understand your impact on monthly statements

ÅRevenue Cycle

ÅUnderstand the reimbursement for each case, specifically 
implant intensive procedures.



Strategic Focus
ÅSupply Chain management should focus on total impact 

of care, not just cost.   The strategic value should affect 
both the patient outcome and the cost of care.

ÅSpend time in the OR

ÅMaterials Managers should review all clinical benchmark 
reports

ÅFocus on procedure specific outcome indicators for 
quality, risk and safety.

ÅLearn the differences in Anesthesia, Pre Op and PACU 
medications and their affect on clinical outcomes.



Supportive Structure

ÅMaximize your GPO contracts

ÅHave 1 primary and 1 secondary GPO

ÅHave a market basket run annually

ÅTake advantage of all rebate opportunities

Position yourself to take advantage of 

supply chain opportunities.    



Supportive Structure
ωRegional Contracting

ωService Contracts 

ωReprocessing

ωOffice Supplies

ωShredding Companies

ωFloral Delivery

ωFoodservice

ωFully integrate your Information Management 
System



Empowerment
The Basement or the Broom Closet

The physical location of 
the materials manager 
should be positioned to 
enforce central 
purchasing, improve 
inventory management 
and to aid in the redesign 
of logistics and 
procedures across the 
organization.



Empowerment

ÅSolutions for space 
restriction:

ωDaily transaction 
meetings with Business 
Office Manager/Accounts 
Payable to review 
disputed invoices ςprice 
changes

ωWeekly meetings with 
Administrator & DON

Ideally, the materials office should be in close proximity 
to the Business Office Manger or Accounts Payable



Physician Support

ÅYou must pick your champion

ÅAdministration and DON are critical to this process

ÅProvide proper and accurate data and metrics

ÅContinually increase awareness of supply issues and 
strategic importance

ωStaff meetings

ωBoard meeting



Consistency
ÅAccurate Reporting of supply 

costs, variations and price 
increase/decrease must be 
reviewed monthly

ÅCase costing reports, both 
supply usage and 
revenue/cost reports must 
be run quarterly

ÅSemi annual inventory value 
reports should be reviewed

ÅMaterials Managers must 
engage with their peers as a 
unified industry in order to 
have a strong voice when 
engaging manufacturers.

ÅASC Foundation 
benchmarking

ÅYour Management Groups 
benchmarking

ÅBenchmark within your 
facility



THE NEW SKILL SET
With the ever changing landscape of healthcare and 
challenges with reimbursement, materials managers 
can no longer focus solely on processing requisitions, 
placing orders and stocking shelves.   In order to 
move towards a focused strategic outcome, 
materials managers need a new skill set.



Analytic Skills

Evaluate Spend History and Cost Benefit

20204 IV ADMIN SET PRIMARY *NF1251 CS/50
(OLD# NF1250)    01/01/09 ς01/01/10
303639 B BRAUN MEDICAL NF1251
Vendor Total: $5,600.43
Contract MS50608
Expiration 9/2011



Analytical Skills
Average of Contribution Margin2 Primary Payer

Code Procedure LS MCR RR MDCR
11423 EXCISION, BENIGN LESION 
INCLUDING MARGINS, EXCEPT SKIN 
TAG (UNLES -$193.95
20552 INJECTION(S); SINGLE OR 
MULTIPLE TRIGGER POINT(S), ONE 
OR TWO MUS -$7.09
23412 REPAIR OF RUPTURED 
MUSCULOTENDINOUS CUFF (EG, 
ROTATOR CUFF) OPEN; -$699.91
25605 CLOSED TREATMENT OF 
DISTAL RADIAL FRACTURE (EG, 
COLLES OR SMITH T -$127.18
29870 ARTHROSCOPY, KNEE, 
DIAGNOSTIC, WITH OR WITHOUT 
SYNOVIAL BIOPSY (S -$49.43
62311 INJECTION, SINGLE (NOT VIA 
INDWELLING CATHETER), NOT 
INCLUDING NE -$506.93



Analytical Skills

Code Procedure Count of Code Procedure Sum of Contribution Margin Average of Contribution Margin
29881 ARTHROSCOPY, KNEE, 
SURGICAL; WITH MENISCECTOMY 
(MEDIAL OR LATERAL 49 95,913 1,957
62311 INJECTION, SINGLE (NOT VIA 
INDWELLING CATHETER), NOT 
INCLUDING NE 73 23,607 323
45385 COLONOSCOPY, FLEXIBLE, 
PROXIMAL TO SPLENIC FLEXURE; 
WITH REMOVAL 14 15,151 1,082
45380 COLONOSCOPY, FLEXIBLE, 
PROXIMAL TO SPLENIC FLEXURE; 
WITH BIOPSY, 32 14,649 458

26989 UNLISTED PROCEDURE, 
HANDS OR FINGERS91665) 1 11,924 11,924
20680 REMOVAL OF IMPLANT; 
DEEP (EG, BURIED WIRE, PIN, 
SCREW, METAL BAND 6 11,715 1,952
63030 LAMINOTOMY 
(HEMILAMINECTOMY), WITH 
DECOMPRESSION OF NERVE 
ROOT(S) 1 11,652 11,652



Project Management 
Experience

ÅLeverage cross functional 
expertise from physicians, 
clinical staff, finance and 
administration to reduce 
cost while improving patient 
care.

ωDevelop a case study on 
different methods and 
products (implants and 
supplies) for Hernia Repairs 
and their affect on financial 
and patient care.



Facilitation Skills

The materials manager must posses 
the professional skills to communicate 
effectively across the organization.

The materials manager must posses 
facilitation skills to ensure that different 
points of view are considered when 
developing strategies.



The New Skillset

ÅMicrosoft Excel 

ÅAmerinet Inquisit

ÅASC Association

ÅGPO publications

ÅProfessional Society (CPM, HCPM)


