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Disclosures

• The presenter has no real or perceived conflicts of interest related to this presentation 

Note: This program may contain the mention of suppliers, brands, products, services or drugs presented in 
a case study or comparative format using evidence-based research. Such examples are intended for 
educational and informational purposes and should not be perceived as an endorsement of any particular 
supplier, brand, product, service or drug.
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Learning Objectives

At the end of this session, participants should be able to:

1. Review basic standardization definitions when comparing automation solutions

2. Describe internal and potential external political hurdles pharmacy teams need to be equipped to 
manage

3. Identify useful strategies in managing standardization
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Why Standardize?



Why Standardize Purchasing Tools

• Medication costs constitute a large portion of hospitals supply 
expense

• Largest volume of medications reside within the pharmacies, with 
satellite inventory in automation cabinets

• Pharmacy costs continues to grow above the rate of inflation
• Drug sourcing is more complex in comparison over traditional 

med/surg supplies
• Wasted/outdated medications may not always contain value in 

inventory (return for credit) or cumbersome to determine
• Inability to “run out” of key medications is not acceptable for patient 

safety in healthcare



• Just in time (JIT): the ability for a business to obtain necessary inventory as it is needed 
and not beforehand

– JIT has become painful for hospitals as our ability to care for patients considering natural 
disasters or pandemics require a more stable pharmacy supply chain

• Inventory Turns: the measurement of how often inventory is acquired/used in a given 
time frame, traditionally annually

– The bulk of inpatient dispenses are low-cost items with high volume administration. High cost 
items traditionally inflate/deflate inventory turns in comparison

• Pharmacy Waste: valuation of medications that have been expired and sent back to the 
manufacturer or holding/expiring company

– Not all waste is captured

– Not all medications have the ability to returned for value-direct discard/disposal

– Valuation may not reflect the actual purchase price

• Formulary: a designation by healthcare entity for a preferred agent in the therapy/class 
with clinical equivalence/cost comparison information been evaluated

– We all have piles of non-formulary medications

• WAC/GPO/340B buckets: not all systems may have distinct purchasing rules that apply to 
them. This changes how systems compare supply chain standardization opportunities

Inventory Analysis Terms—Problems

Presentation will not address directly



Where Did We Start…



St. Luke’s Health System (SLHS)



St Luke’s Health System (SLHS)



St. Luke’s Health System (SLHS)—System Facts

• St. Luke’s Health System employees: 14,434. We’re Idaho’s largest private employer.

• Physicians with privileges on St. Luke’s Medical Staff: 2,998

• Inpatient facilities: 1,005 licensed beds



St. Luke’s Health System (SLHS)



SLHS Pharmacy Journey
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SLHS Pharmacy Purchasing Foundation

• Central buyers did:

– Review orders for 2 hospitals (Boise, Meridian)

– Coordinate ordering/distribution amongst 170+ clinics

– Run weekly system drug shortage meeting, not all sites participated

• This team did not 

– Have full system inpatient oversight

– Review cancer center orders

– Provide input for OP orders

– Have a standard clinic template for medication ordering



Standardization of the Purchases (2017)

Evaluate reports/analytic sources

Outline which reports we would evaluate/frequency

Prioritize projects/review process

Expand the review process



Evaluate Reports/Analytic Sources



Outline Which Reports We Would Evaluate/Frequency

• Utilized primary distributor “Lost Savings Report” on a monthly basis

– Originally around $250k a month, more specific to distributor generic programs

• HPG/Vendor report on a monthly basis

– Around $230k a month in product substitution, BUT helpful to outline drug shortage costs

*Outlined weaknesses in each report

This outlined the need to standardize HOW we purchased medications, how we aligned across the system

• How can we enable all team members with purchasing rights to align with contractual needs?

• How can we communicate product changes?

• How do we increase compliance?

Source: Add source of your data here in size 11 font.
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Prioritize Projects/Review Process

• Central buying team became the “owners” of the ABC catalog/formulary flagging and selection

• Created “groupings” within ABC for formulary/standardization preferences

– Some areas did NOT have a GPO account, adjusted the standard to what maximized value

• Example: oncology infusion centers were purchasing the GPO best priced items, financially not in their interest

• Substituted the best WAC/340B for 9 generic medications and saved over $1.1 million in 2018

• Dialed in the products for GPO based facilities

• Adjusted each groups “formulary” item, made visible to front end purchaser

– Formulary was the indication ABC gave us control to indicate the preferred item

• If we needed absolute compliance, central buying team would remove from system catalog

– In case of shortages, central buying team maintained absolute catalog visibility



Prioritize Projects/Review Process

• Not all projects created savings-BUT safety first!

– Reports of staff being injured while opening ampules

– Evaluated items we have purchased in ampules that we could transition to vials (not all could)

– Some transitions had a savings, overall project increased $200k per year



Prioritize Projects/Review Process

https://www.livemint.com/Money/1J8yHNc7AzlFPpnbtSM4CL/Dr-Reddys-FDA-woes-turn-spotlight-on-compliance-standards-a.html

https://www.thepharmaletter.com/article/dr-reddy-s-labs-fined-by-ftc-for-non-compliance

https://www.fiercepharma.com/manufacturing/dr-reddy-s-sterile-plant-now-meets-at-least-minimal-compliance-fda-says



• Buying team split into 3 teams

– Inpatient Buyers

• Review ALL orders for preferred items created by purchasers

• Manage alt distribution center requests

– Clinic Buyers

• Created standard clinic ordering forms

• Streamlined non-formulary request process

– Outpatient (OP)/St Luke’s Cancer Institute Buyers

• Formalized outpatient order review, product standardization

• 3 OP purchasing different products

• NO GPO accounts (WAC/340B only)

Expand the Review Process
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Epic Willow Ambulatory owned perpetual inventory/order creation

– Each site could determine qty on the shelf

– Each site purchased preferred items

Mapped out which items were ideal to purchase

– Exceptions on quality MFR, Medicaid

– Over the counter items had adjustment

Feedback from each site

– Single product selection

– Preferred item flagged in Epic ordering platform

Three Outpatient Pharmacies



Outpatient Nuances

Every day evaluation of the “formula” for 
ordering evaluated

– The ability to set manually

– Adjust the formula

– Eventually created an 
additional formula, inputs 
included

✓ Look back (dispense 
history)

✓ Frequency of deliveries

✓ Days 
dispensing/operations



Outpatient Nuances

Every day evaluation of the “formula” for 
ordering evaluated

– The ability to set manually

– Adjust the formula

– Eventually created an 
additional formula, inputs 
included

✓ Look back (dispense 
history)

✓ Frequency of 
deliveries

✓ Days 
dispensing/operation
s



OP Outcomes—Daily Spend



Outcomes—Inventory

This department is new, growing

Overall reduction



Outcomes—Compliance
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• Direct Purchases Account Creation 

– Direct 503A Compounding Relationships

• Pharmedium/Cantrell/JCB and more

• Items being purchased by which vendor

• Stand down accounts with vendors having quality concerns

• Bulk Buy-Dispersed Distribution

– IUD purchases in 2018 savings exceeded $400k 

– IVIG management during shortages (never ran out)

• Standardized Account Payable (AP) approval

– All medication purchases routed for approval via central buying team

– Turn around/confirmation of PO within 48 hours

– Single (group) point of contact for vendor appeals

Created Next Projects
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Shortage Management—Maintenance
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Maintenance



• Hearing of medication shortages coming with COVID to end Feb 2020

– Senior leaders met to outline a strategy to ensure we had urgent needs covered (Idaho was 
NOT impacted at this time, full procedures being done)

– Identified a list of medications we needed to have 60 days on hand (red), others 90 days 
(yellow) on hand

– Built the purchases by site, by our standard ABC items and created order for hospital leaders 
to ensure they had the storage (controlled substances, refrigerator etc..)

• Purchased the first week of March

• Sites were allowed to roll into stock (decreased orders)

– As COVID therapies were being reported, we purchased and created a central inventory 
(inhalers etc..)

So….COVID
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• Perpetual inventory across the system (EHR based, standardized automation software)

• Direct return medications for items with no value through reverse distributor

• Centralized purchases for bulk opportunities

• TBD…

Next Projects



Audience Assessment Question #1 of 3:

a. Pharmacy preference

b. Provider preference

c. Drug shortages

d. Hurricanes/natural disasters

e. All of the above

What disruptions require pharmacy sourcing to be 
nimble while updating standardized products?
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Audience Assessment Question #2 of 3:

a. Contract compliance

b. Bottom line best price

c. Rebate implications

d. Quality/reliability of MFR

e. All of the above

Standardizing pharmacy purchases, which items are 
taken into account:
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Audience Assessment Question #3 of 3:

a. Every 3 years/per contract

b. Annually

c. Quarterly

d. At least monthly

Once a pharmacy product is standardized, how often will 
teams need to review:
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Thank you…
Scott Milner PharmD, MBA

milners@slhs.org



Take advantage of these valuable member resources

• Clinical Evidence Reviews

• Product Feature Summaries &
Technology Reviews

• Clinical Question Documents

• Conversion Guides

• Live & On-demand Webinars

• Annual HTU Conference
Education

• The Source magazine

• 10-Spot Video Recordings

• Collaborative Summits &
Communities

• Service Line Consulting &
Toolkits

• Innovation Center

Questions or more info:

clinical.research@healthtrustpg.com

www.healthtrustpg.com/thesource/

All-member access to resources designed for clinical 
integration product discussions between facility supply 
chain leaders & clinicians

www.healthtrustpg.com/clinical-resources/

www.healthtrustpg.com/education
All-member access to live and on-demand education 
opportunities, in a variety of disciplines, throughout the year

24/7 online access to HealthTrust’s member 
magazine, The Source. Also published quarterly in 
print format

www.healthtrustpg.com/healthtrust-innovation-center

Members can invite suppliers with new technology to submit their 
innovative products for review




