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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. Describe leading indicators, such as specific product purchases, that consistently correlate to 

reported results
2. Identify the best methodologies to project leading indicator activity during a specific financial period 

and develop a tool that uses the leading indicator to accurately project a final result, such as supplies 
expense, within a reasonable margin of error

3. Explain the role operators can play if provided these tools and the actions they can take to positively 
impact results
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“Impacting the News”



Supplies Expense Forecasting

“We do a great job of reporting 
the news.  We need to do a 
better job of impacting the 
news.” – Ed Jones (HTU 2019)
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In March and April 2020, numerous states implemented public health 
emergency orders that regulated, to varying levels, access to medical care 
that was deemed “non-essential.”
• Supplies Expense is generally the 2nd largest expense for hospitals after 

labor.
• How do we forecast Supplies Expense if our models rely heavily on 

historical data that is not relevant to a new environment?
• Is there a better way to forecast current period performance that also 

allows us to impact outcomes even in a post-COVID environment?



Identify Leading Indicators to Forecast Performance



Audience Poll Question:

a. Non-pharmaceutical Purchase Orders by Hospitals

b. Total Supplies Distributed from affiliated Warehouses

c. Direct Pharmaceutical Purchase Orders from Primary Distributor 

d. Supplier Card Spend

From May 2020 through April 2021, of the choices below, 
what was the most consistent leading indicator of HCA 
Healthcare’s Supplies Expense? 
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Identifying Leading Indicators
What is Supplies Expense comprised of?

• Ideally there would be a 1:1 relationship between supply ordering and final supplies expense.
• In reality we have both adjustments and unknowns (accruals for example).
• However, we can use the correlation of ordering to final supplies expense for projecting current period performance.

Supplies Expense Activity Indicators:
• Purchase Orders
• Warehouse Distributions
• Non-Purchase Order Spend (Food, Linen, Blood, etc.)
• Supplier Card Spend (office supplies, computer equipment, etc.)
• Rebates
• Accounting Entries
• Inventory Adjustments
• Other
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• Non-pharmaceutical Purchase Orders correlate to more than half of total supplies 
expense

• Yet, warehouse distributions are the most consistent leading indicator of current 
period supplies expense

Identifying Leading Indicators



Using In-Period Data to Forecast Results



Simply stated:

If total warehouse distributions correlate to 30% of Supplies Expense consistently each 
period and we can accurately forecast warehouse distributions during the period, then 
we can use warehouse distributions as a leading indicator to accurately forecast Supplies 
Expense.

Our Model:

Supplies purchase orders and warehouse distributions consistently account for 92% of 
Supplies Expense each month. Therefore, by tracking and projecting purchase order 
activity and warehouse distributions, we can accurately forecast Supplies Expense based 
on in-period data…and allow our operators to act on that information.   

Supply Expense Projections
Methodology



Requirements (and Benefits) of using In-Period Data for Leading Indicators

• Accurate
– Data set must be complete and accurate.
– Tested accuracy of data sets for six months by piloting methodology across two divisions.

• Available & Reliable
– Data set must be available with a reliable frequency, preferably daily.
– Data must be timely and consistently available (i.e. “as of”)

• Relevant
– Data set must be related to the activity you are trying to forecast.

• Reliable
– The reliability of the data is imperative to the accuracy of the forecast.
– Hawthorne Effect – Observing daily purchase order activity allowed us to identify common issues with the 

accuracy and reliability of the data (unit of measure issues, order keying mistakes, standing orders, etc.)



Provide Operators Tools to Impact 
In-Period Performance
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Supply Expense Projections Tool
Providing Operators Tools to Impact Performance 



Supply Expense Projections Tool
Providing Operators Tools to Impact Performance – Read Me Tabs

• PowerBI dashboards have “Read Me” tabs.
– Please do not try and read the image below .  

• Strongly suggest reading the “Read Me” tab before you work with and use information in an 
application.

• These guides typically provide useful information about the data in the tool, including sources, 
timing, parameters, limitations, and helpful hints to improve their utilization.



Supply Expense Projections Tool
Current Month Projections



Supply Expense Projections Tool
Detail Tab



Supply Expense Projections Tool
Detail Tab (Continued)

• PO Detail

• Pharmacy Detail

• Warehouse Distribution Detail

Vendor Name Standard Item # Purchase Item Desc UOM Code Qty PO Spend PO # PO Line # Contract Compliance GL Sub Account Line Canceled Non File New Item
MEDTRONIC USA INC 0001124467 SYSTEM ATHRCM MECH DRCT HAWKONE EA 3 $$$$ 002119 4 C 443 N N N

Standard Item # Facility Vendor Name Vendor # Transaction Type Transaction UOM  Qty Amount Contract Compliance GL Sub Account
0002759648 MEDTRONIC USA 938500 ADJ EA 12 $$$$ C 443

Mfg Name RX Item # RX Item Desc NDC Current UOM Qty Amount Customer Therapeutic Class Code & Desc. Contract Purchase GL Sub Acct Pharmacy_Code_Desc
TEVA RX 10013514 PROGLYCEM 30 ML 50 00575620030 EA -1 $$$$ 682292 - ANTIHYPOGLYCEMIC AGENTS Y 488 AMERISOURCEBERGEN



Supply Expense Projections Tool
12-Month View – Operating Indicators
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Supply Expense Projections Tool
Prior Month Projections



Thank you…



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
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