
Clinical-supply integration
Setting the stage



Learning objectives

At the conclusion of this lesson, you will be able to:

• Explain why clinical-supply integration (CSI) has 
obtained a prominent focus in health care 
discussions.

• Recognize how CSI brings in the total cost of 
care.

• Summarize the basic principles of CSI.

• Demonstrate how to integrate the total cost of 
care into your clinical process.

• Explain the challenges and benefits CSI brings to 
an organization.
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How did we get here and 
where are we now?
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Health care costs in the 21st century
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National health care 
expenditures 
accounted for 
13.3% of the gross 
domestic product.

With Medicare Part D 
introduced in 2003, 
prescription drug 
coverage was now 
provided.

Rising health care rates 
continued to climb and 
consume the federal 
budget to 19% of total 
budget.

2000 2004 2008

Since 2010 with the 
signing of the Affordable 
Care Act, health care 
costs have continued to 
rise by 4.3% per year.

For the first time, health 
care cost per person 
exceeded $10,000, to 
$10,345 per person in 
the U.S.

By 2020, retiring baby 
boomers will drive 
Medicare and Medicaid 
costs to 24% of the 
budget.

2012 2016 2020
Beyond



The evolution of CSI

Traditional value analysis
• Led by supply chain
• Purchases driven by demand
• Vendor-initiated requests
• Limited strategies for savings
• Focus on volumes and cost
• May or may not have new 

technology team

Physician preference item 
discussions
• Led by supply chain and 

clinicians
• Grouping of requests and 

products related to one 
“division”

• Focus on physician preference 
items (PPI)

• Savings driven by contract 
negotiations (price, 
commitments, rebates)
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Clinical-supply integration
• Provider-led 

multidisciplinary teams
• Integration for appropriate 

use for clinical products 
across the system

• Decisions driven 
by outcomes data

• Ability to address 
a new service

• Total cost of care 
decisions inclusive of 
quality metrics and 
knowledge of 
reimbursement



Top of mind for executives

• Alternative sites of care

• Inflationary pressures 
vs. revenues

• Achieving mission and vision

• Recruiting high talent

• Economic revitalization

• Proficiency in cost control
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Proficiency in cost control is necessary but 
insufficient to drive future organizational vitality
• Providers typically have alignment 

challenges

• Organizational need for a comprehensive 
approach to governance that includes:
– Strategy execution

– Physician engagement 
and alignment

– Effective and efficient organizational 
decision-making

– Change management 
for sustainability
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Our perspective
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Optimizing supply operations involves addressing three core challenges: price, 
efficiency and use

Price

Primary focus of 
health care supply 
chain is to lower 
supply prices

Efficiency
Lower expenses for procurement, 
logistics, inventory management 
and ongoing operations

Use Balancing costs, quality and outcomes 
to address supply utilization
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7-10%
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10-15%
Average price 
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Total cost of care Address all inputs to cost of care
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Clinical-supply integration
Vizient® believes success requires capabilities 
in four domains of performance:
1. Engagement: Ensuring sustained 

engagement to develop a high-functioning 
interdisciplinary governance structure for 
decision-making

2. Insights: Leveraging actionable, integrated 
data to provide comparisons of cost, 
utilization, clinical variation and benchmarking 
to answer complex questions

3. Knowledge: Understanding peer-reviewed 
clinical literature and peer-to-peer evaluation 
of clinical variation related to product 
selection to enable informed decisions

4. Process: Establishing a systemwide change 
management discipline that implements 
decisions and drives continuous 
improvements throughout the health care 
value chain

Clinical-supply integration is an ongoing, 
interdisciplinary strategy that informs 
decision-making to optimize utilization of 
products or services while eliminating harm, 
improving outcomes and lowering costs
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CSI maturity model
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• Supply chain teams 
lead with clinicians' 
support

• Teams use 
benchmarks and 
objective data

• Focus is reducing 
waste

• Teams integrate 
appropriate use for 
clinical preference 
items

• Alignment with 
performance 
improvement

• Supply chain teams lead 
with clinicians' support

• Commodity and clinical 
preference conversions

• Limited objective, 
nonfinancial criteria

• High volume of new product 
requests

• Supply chain teams lead 

• Contract value is optimized

• Suppliers initiate new 
product entry with frequent, 
unregulated clinical access

• Supply chain teams lead 

• Contract value is optimized

• Suppliers initiate new 
product entry with frequent, 
unregulated clinical access

Clinical-supply integration in phases



Four domains: engagement, 
insights, knowledge and  
process
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Fostering engagement and alignment 
to accelerate change
• Culture, transparency, 

collaborative vision

• Data-driven decision-making

• Alignment and governance

• Strategic planning

• Effective communication

• Relationships
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Aligned governance engages key 
stakeholders across the organization
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• Health systems must evolve 
their operating systems to 
capitalize on their affordability 
and high-quality strategic 
plans.

• Physicians want to be 
meaningfully involved in their 
hospitals’ performance 
improvement.

• Decision-making silos are 
prevalent and counteractive.

• Partnering with physicians is 
critical due to an evolving 
system of care.

System 
leaders

Hospital 
leaders

Service line 
leaders

QualityImplementation 
teams

Finance

Supply 
chain



Integrated governance relies on alignment 
of operations, data and insights
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Organizational 
effectiveness

Clinical 
governance

Clinical 
insights

Supply 
resource 

consumption

• Outcome-driven decision-
making

• Care variation and protocols

• Physician engagement 
and alignment

• Informed decision-
making across service 
lines

• Aligned strategy 
implementation and 
adoption

• Supply variation management
• Supply utilization guidelines
• Cost per case variation 

reduction

• Communication 
integrated across 
departments and 
service lines

• Operations aligned with 
strategic growth

• Consistent process 
methodology

Data and insights

Aligned operations

Integrated 
governance

• Accountability
• Sustainability
• Reliability



Clinical variation reduction
1. Evaluate benchmarks and trends

• Benchmark cost, resource utilization and outcomes by service line, procedure and 
physician.

• Explore which procedures have the lowest risk and highest reward based on OHSU 
environment and resources.

• Decide which opportunities work best for your organization.

2. Understand current practice and operations
• Evaluate current practice and operations.
• Determine readiness to pursue clinical variation reduction improvements.
• Plan to manage the associated risk. 

3. Engage physicians 
• Share variation-related data. 
• Integrate evidence-based knowledge.
• Evaluate sample practice guidelines where applicable.
• Gain consensus on best organization-specific practice. 

4. Implement improvements
• Implement operational processes to support new practice guidelines.
• Align operations, cost care processes and utilization practices with patient 

outcomes.

5. Sustain success
• Develop key performance indicators (KPIs) to monitor ongoing performance and 

success. 
• Share performance data with physicians on an ongoing basis.
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Sample hospitals and clinics trauma 
service line summary
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Metric Rating OHSU
Compare 

group

% patients with ICU 47.33% 27.89%

% transfers from acute 36.58% 25.48%

LOS index • 0.93 1.01

Mortality index • 0.92 0.93

% encounters with complications • 2.91% 2.90%

% 30-Day CMS unplanned readmits • 2.70% 3.97%

Coding/Documentation OHSU
Compare 

group

Average number of Dx codes 14.75 15.74

% of encounters with malnutrition POA 5.87% 4.83%

% encounters with vent on admission day 11.82% 10.14%

Volume by month

XYZ AMC Compare group

260

240

220

200

180

160

140
June 2018 Aug 2018 Oct 2018 Nov 2018 Jan 2019 Mar 2018

Resource utilization

Ancillaries (Intensity/Case)

Imaging (Intensity/Case)

Blood (Intensity/Case)

Lab (Intensity/Case)

Pharmacy (DDD$/Case) 40
(26)

(7.05)
7

(9.09)
8

(13.20)
13

(34.79)
26

OHSU Compare group



Apply evidence-based knowledge
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Evidence available to guide decisions?

Yes No

Evidence-based practice

1. Standardize to standards of care

2. Apply efficiency-based practices

Efficiency-based practice

1. Develop internal standards for class 
of resource 
(e.g. drug, device, diagnostic)

• Indications for appropriate 
use

• Intensity of use 
(e.g. frequency, duration, 
dose)

• Chronology of use 
(e.g. by day of stay, first x 
then y)

2. Apply to age-based or 
condition/procedure-based cohorts



Process: Establish a systemwide 
change management discipline
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Change management discipline that drives continuous improvements

Select optimal 
supplies

Implement 
contract

Convert 
usage

Monitor 
and report

Interdisciplinary 
team supported 
by insights and 

knowledge

Define care 
protocols



Establish ground rules

• There are no “sacred cows.”

• Timelines must be met.

• Reasonable risks should be taken.

• Establish team accountability at committee 
level; avoid upward delegation of decisions.

• All decisions are data driven with completed 
“business case” prior to hitting agenda.

• Emphasize time management for ad hoc 
teams and attendance.
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Advancing to a clinically 
integrated supply chain
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How prepared are you for new realities?

1. External uncertainties
How fast is your market really changing?

2. Evolving payment
What models are right for you?

3. Physician alignment
How will you strengthen relationships with 
your physicians?

4. Sustainability
How will you execute and optimize across 
the enterprise?
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Bringing the right people together
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Having the right people enables you to optimize 
supply costs, improve patient care and increase 
your total value of care.

Through shared ownership and responsibility, 
physicians, clinicians and supply chain 
personnel apply a consistent process designed 
to reduce health care waste.

Benefits of our interdisciplinary approach:
• Engages the clinicians and employees who 

use the supplies 
• Partners physician champions and service 

line leaders together to facilitate 
improvements 

• Fosters a true cultural transformation in your 
organization over time 
– Unites teams around common goals
– Drives toward excellence
– Breaks down silos and barriers

Physicians Clinicians

Financial 
personnel

Supply chain 
personnel



Identify where to prioritize efforts and the type 
of savings opportunities
Opportunities include:

• Implant pricing

• Med/surg supply and 
pharmacy utilization

• Med/surg supply pricing

• Supply cost attributed to 
additional day length of stay
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Clinical-supply integration in action
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Challenge ResultsApproach

17%
decrease in supply cost 
per case

Maintained:
• Quality outcomes
• Physician satisfaction
• Patient and clinician 

safety

$827
System variable 
cost per case

$359
Peer target variable 
cost per case

$265K
annual spend savings

>$1,000
Variation in 
average per case

Case study: Large health system reduces lap chole variation

Physician engagement
High-functioning, 
interdisciplinary team

Performance insights
Provider- and patient-specific costs and 
quality

Compelling evidence
Peer-reviewed clinical research

Process improvements
Standardized item selection and order 
sets



Challenges to CSI success

• Collecting, normalizing and linking disparate data sets

• Analyzing trade-offs in cost, utilization and quality

• Developing relevant comparative benchmarks

• Creating shared practices for care delivery

• Identifying, summarizing and sharing credible evidence

• Identifying and managing effective category strategies

• Cultivating effective interdisciplinary governance

• Aligning goals and creating shared incentives
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Benefits of clinical-supply integration
• Allows for evaluating clinical practice variation

– MS-DRG or procedure review

– Utilization improvements

– Peer-to-peer benchmarking 

– Clinical best practice

• Advanced process to evaluate current 
and new technology

– Supplier consolidation and/or standardization

– Value = quality divided by cost

– Clinical evidence

– Margin

• Documented annual clinical and financial improvement goals

• Create infrastructure for consistent and sustainable alignment and 
engagement with clinical and business leaders
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Questions?
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This information is proprietary and highly confidential. Any unauthorized dissemination, 
distribution or copying is strictly prohibited. Any violation of this prohibition may be subject 
to penalties and recourse under the law. Copyright 2020 Vizient, Inc. All rights reserved.
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