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4 Keys to a Clinically Integrated Supply Chain

1. Senior Leadership Support

2. Physician Engagement & Education

3. Product Variation Reduction

4. “Close the Loop” – ongoing performance monitoring and 
feedback



Definition

“Clinical Integration in health care supply chain is an 
interdisciplinary partnership to deliver patient care with the highest 
value (high quality, best outcomes, and minimal waste at the lowest 
cost of care) that is achieved through assimilation and coordination 
of clinical and supply chain knowledge, data and leadership toward 
care across the continuum that is safe, timely, evidenced-based, 
efficient, equitable, and patient focused.”

The 2018 AHRMM  (Association of Health Care Resource & Materials Management) board of directors



Clinical Integration 
Components

The AHRMM 2018 Clinical Integration Task Force Poster





Additional 
examples of 
where a 
clinically 
integrated 
supply chain is 
critical

 Acquisitions

 Intra-operability of Medical Devices

 Cybersecurity

 Warranty Device Credit

 Bundles

 Emergency Management



Vanderbilt University Medical Center’s 
Approach to Clinical Integration



Founded 2008



Our journey: the strategy is based on the maturity of the 
organization



Fiscal Impact Since 
Inception – Strictly 
cost of goods 
impact



Strategy I

New Product/Technology



Strategy I

New Product/Technology



FY 19 activity



Strategy  II 

PPI Contracting

Strategy V

Aggregation within 
Purchasing Collaborative

Vanderbilt Health Purchasing Collaborative – wholly owned LLC



Strategy V

Vanderbilt Health Purchasing 
Collaborative

National Footprint – now in 44 states

Very intentional strategy to drive value across the continuum of care with like minded organizations



Strategy IV

Service Line Support

FY 20 Direct to Employer Bundles:
1. Maternal Health          2. Cochlear
3.     Lumbar Fusion            4. Cervical Fusion
5.    Total Joints                     6. Bariatrics 



FY 20 Focus

Measurement in practice:

FY19 cost per case with allowance of 3% 
inflation at the DRG level is the max cost 
target

Any amount over this is a variance and all 
PCCs have a target even if margins improved 
last year



Division Breakdown:

October FYTD IP Supply 
Cost (annualized) compared 
to Target of 3% inflation or 
less



Directional Opportunity Assessment



Directional Opportunity Assessment



High Cost Supply Item Group
Change in 
Accounts

TOT Change 
in Var 

Supply Cost

YOY Change 
in Supply 
Cost per 
Account

% Change 
Due to 

Util/Price

YOY Change 
in Var 

Supply Cost 
Due to 

Volume

% Change 
Due to 

Volume

Change in 
AVG Var 

Supply Cost CM %
Change in 

CM%
Change in 

OM%

Change in 
Avg. 

Charges

Change in 
Avg. Net 
Revenue

Total Artifical Heart 1 $130,527 $0 0.00% $130,527 100.00% $130,527 -60.83% -60.83% -108.41% $2,581,764 $319,496
Pacemaker/ICD 13 $458,038 $236,007 51.53% $222,031 48.47% $1,396 16.12% -23.31% -27.96% ($33,946) ($25,770)
Valve Surgery -29 ($97,013) $12,811 13.21% ($109,825) -113.21% $320 46.19% -6.40% -7.41% $68,568 $5,941
VAD -4 ($178,459) $241,739 135.46% ($420,198) -235.46% $8,634 26.65% -6.30% -6.42% $33,764 ($19,783)
Neuro Stimulator -23 ($603,804) ($196,083) -32.47% ($407,721) -67.53% ($1,343) -2.45% 2.57% 3.21% ($7,221) ($4,040)
Watchman 14 $211,053 ($29,456) -13.96% $240,509 113.96% ($508) 2.45% 2.76% 5.61% ($4,382) $300
TAVR 7 $253,120 $32,377 12.79% $220,743 87.21% $661 4.43% 2.93% 7.10% ($24,553) ($4,203)
Cath Vent Assist 1 $60,893 $37,268 61.20% $23,625 38.80% $1,491 34.29% 3.30% 7.22% ($50,204) ($4,689)
Mitraclip 15 $450,885 ($12,407) -2.75% $463,292 102.75% ($1,551) 9.00% 21.33% 30.26% $5,070 $9,163
Spinal Rod 1 $17,658 ($10,928) -61.89% $28,587 161.89% ($5,464) 28.93% 117.60% 141.51% $8,932 $54,326

Monthly data 
analysis on  cost, 
volume and margin

Price or Utilization             Volume Change



Strategy III

Utilization and Variation in 
Practice



Strategy III

Utilization and Variation in 
Practice

MEOC Medical Directors will own this work 



Supply Cost 
per Case

2019 MTD 2019 MTD MTD MTD PY MTD PY MTD 2019 YTD 2019 YTD YTD YTD Prior YTD Prior YTD
Key Ratios: Actual Budget Var % Var Actual Var Actual Budget Var % Var Actual Var

OR Supply cost per case 2,945 3,055 109 4% 3,059 114 3,047 3,064 16 1% 3,061 13 OR
Cath Cost per case 3,089 2,467 (622) (25%) 2,520 (568) 2,985 2,464 (521) (21%) 2,550 (435) Cath
EP Cost per case 8,627 9,732 1,105 11% 11,494 2,867 9,350 9,715 365 4% 9,639 290 EP
Cath & EP Combined Cost per Ca 4,776 4,797 21 0% 5,235 459 4,921 4,785 (137) (3%) 4,761 (160) Cath & EP
Heart Tx per procedure 67,632 57,082 (10,550) (18%) 54,698 (12,934) 62,745 57,082 (5,663) (10%) 51,489 (11,256) Heart Tx
Kidney Tx per procedure 28,865 28,232 (632) (2%) 23,556 (5,309) 25,886 28,232 2,347 8% 31,753 5,867 Kidney tx
Lung Tx per procedure 66,298 62,491 (3,808) (6%) 62,663 (3,636) 68,441 62,491 (5,951) (10%) 60,576 (7,865) Lung Tx
Pancreas Tx per procedure 45,952 53,320 7,368 14% 45,490 (462) 45,635 53,320 7,685 14% 52,499 6,864 Pancrease Tx
Liver Tx per procedure 48,485 44,627 (3,859) (9%) 38,727 (9,758) 43,560 44,627 1,067 2% 43,948 388 Liver Tx
IP Nursing per Pt Day 84 91 7 7% 84 0 85 87 3 3% 80 (4) IP Nurse
ED per visit 0 #DIV/0! 0 0 #DIV/0! 0 ED



Strategy IV: 

Example of clinical 
engagement using 
evidence to impact 
cost per case



What other 
changes have 
we made……



Strategy VI:

Utilizing a clinically 
integrated data set 
with administrative 
outcome data

Strategy VII:

Adding to this our 
internal patient 
reported outcomes



Current state



Future State for 
even more clinically 
integrated 
approach



Work Plan



Work Plan



The next big 
step….



Who is the customer:
1. The patient/consumer
2. The care provider
3. The payers

What is the value:
1. Coordination/ownership of needs
2. Meet the customer where they   are at
3. A provider and patient focused 
processed

What is the goal:
1. Customer loyalty 
2. Provider satisfaction
3. Impact to cost, quality and outcomes

A Truly Clinically Integrated Approach 



Remember 
that is a 
journey…….
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