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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. Identify key faults in automating a purchase order process flow
2. Recognize areas of the purchase order process that need improvement
3. Describe the value of integrating BI dashboards and other integration software tools into the 

purchase order workflow



Centralized purchasing– Approach/Vision



Centralization



Defined as…

to remove authority in a system, company, country, etc., 
from local places to one central place so that the whole 
system, etc. is under central control:

Source: Cambridge.org

about:blank


Centralization – Why is it important?



Centralization – Shared Services
Contract Management
 National level IDN agreements
 Leveraging volume for pricing discounts
 Implementing risk models leveraging size of the IDN 

and history of repair needs and contract cost

Purchasing
 Centralized purchasing
 Sourcing from different 

vendors
 Invoice audits

Project Management
 Corporate team working on implementation that 

reduce cost and timeline without compromising on 
quality

 Standardization of vendors and workflows
 Standardization of equipment based on actual need 
Examples
• Omnicell – Automated Dispensing Cabinets
• Stanley Healthcare – Hugs, Asset Tracking, Elopement, 

Temperature and Humidity monitoring
Service
 Standardized Maintenance Program
 Sharing of staff between hospitals
 In house service team for equipment with 

high contract cost

Support – Centralized resource sharing

• Application
• Purchasing
• HR
• Administration
• AP/Payroll



Centralization – Purchasing

Challenges
• Item Master
• Pricing Variances Across Sites
• Compliance
• Exceptions
• Data Quality
• Invoice Issues
• Approvals
• Duplicate Vendors

Benefits
• Standardization
• Purchasing Control
• Tier Optimization
• Visibility & Enterprise Reporting
• Resolution focused effort
• Process Design, Deployment & Improvement
• Scalability & Adaptability
• Value Adds
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Centralization – Project Overview



Centralization – Project Management

Methodology

Plan, 
design & 
develop 
solutions

Implement
Monitor & 

audit 
processes

Continuously 
analyze data

Continuous 
Improvements

Source: Moujib, A. (2007). Lean Project Management. Paper presented at PMI® Global Congress 2007—EMEA, Budapest, Hungary. Newtown Square, PA: 
Project Management Institute.
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Centralization – System Review

• Requisition
• Template
• Training

• Approval via 
email & 
system

• Reminders
• Data points

• Validation
• Minimize 

systems
• EDI
• Efficiency
• Throughput
• Productivity

• Vendor 
Duplication

• Purchase 
From

• Order 
confirmations

• Exceptions

• Receipt
• Distribution
• PAR level
• Critical Point
• Pending 

Orders
• Efficiency

• Invoice 
disputes

• Duplicate 
payments

• Credit Holds

Requester Approver Buyer Vendor Warehouse Accounts 
Payable

“Automation can only be driven through the existence of clean data.”



Centralization – Problem Solving

Problem 
Solving

Why?

Who?

When?

Where?

What?

How?

Source/Reference: Six Sigma, 5Whys, Fishbone - ASQ

5Ws and 1H Technique

about:blank
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Centralization – Resource Planning



Centralization – Order Volume



Centralization – Buyer Workload

• Internal/External customers and vendors.
• ~900 incidents daily excluding the counts above.

• ~6%-10% of invoices are escalated.
• ~20 mins per dispute.
• ~105 incidents daily.
• Multiple follow ups.

• 75% of all purchase orders are converted from a requisition by the system.
• 25% of them are assigned PO codes or have issues that are manually converted.

Purchase 
Order

• 1 in 4 PO lines have an exception; 1 or many exceptions on the same line.
• ~780 incidents daily.
• Multiple follow-ups to resolve an issue.
• Very important to clear it as invoice matching is dependent on PO data.

Exceptions

Invoice 
Disputes

Customer 
Support



Workload – Exceptions
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Exception

Accepted - Schedule Date
Pending

Deleted

On Hold

Not On POA

Not On PO

Contract Price

UOM

Part Number

Quantity

Exception Type Exception Grand 
Total

Backordered 34.45% 34.45%
Price 25.43% 25.43%
Rejected 16.00% 16.00%
Quantity 6.57% 6.57%
Part Number 6.34% 6.34%
UOM 3.96% 3.96%
Contract Price 3.73% 3.73%
Not On PO 1.08% 1.08%
Not On POA 1.01% 1.01%
On Hold 0.82% 0.82%
Deleted 0.34% 0.34%
Accepted – Schedule    
Date Pending 0.27% 0.27%
Grand Total 100.00% 100.00%
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Workload – Invoice Disputes

Estimated Requirement 

Row Labels Issue 
Count

Issue Count 
(%)

Time Taken 
(min)

Time Taken 
(%)

Not on PO 133 6.29% 10,095 22.16%
Qty/Price Issue 1,009 47.73% 9,804 21.52%
PO Status Closed 134 6.34% 7,862 17.26%
Item/Price/UOM details 
mismatch 219 10.36% 6,511 14.29%
PO Not Found 133 6.29% 4,801 10.54%
Vendor Incorrect 194 9.18% 2,573 5.65%
Item Not Received 158 7.47% 2,568 5.64%
Invoice to Pay 96 4.54% 967 2.12%
PO Status Unreleased 31 1.47% 316 0.69%
Credit Hold 7 0.33% 63 0.14%
Grand Total 2,114 100.00% 45,560 100.00%

* 1 month's data
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Resource Planning

Purchase Orders:
05 mins : 75%
15 mins : 15%
30 mins : 10%

Exceptions:
05 mins : Backorder, Quantity, 
Part Number, UOM, Not On PO, 
Not On POA, On Hold, Deleted, 
Accepted - Schedule Date 
Pending
15 mins : Price, Contract Price
30 mins : Rejected

Invoice Dispute:
15 mins : 60%
30 mins : 40%

Customer Support:
05 mins : 60%
15 mins : 40%

Overall Estimated Requirement

Assumptions

Task Count 5 mins 15 mins 30 mins Total 
(min)

Total 
(hr.) FTE

Purchase Orders 1,100 825 165 110 

Exceptions 780 428 227 125 

Invoice Disputes 105 63 42 

Customer Support 900 540 360 

2,885 8,964 12,232 8,304 29,499 492 61 



Centralization – Workflow & Training



Workflow & Training

• Thorough understanding of end-to-end 
process

• Ability to define key decision-making steps
• Gain understanding of tools and reporting 

requirements
• Lays the foundation for the logic building 

required for automation

• Knowledge of business process
• Terminology
• Technical adeptness
• Multitasking and efficiency
• Habit formation

Why create workflows?

Training needs
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Centralization – Scalability
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Centralization – Do we have to deal with issues?



Issues

“There isn’t a single day that goes by 

where we don’t see at least one new 

issue and we scratch our heads 

asking “What?”, “Why? Would 

we/they do that?”
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SystemsDashboards

Data 
Quality Productivity

Last MileCommunication

Resources Training



Centralization – Systems & Tools



System Consolidation
Information at Your Fingertips

33

Outlook

Productivity

Knowledge 
Base

GHX

OnBase

Dashboards ”any piece of information you 
want should be available to you.”

- Bill Gates

Source: Paul McFedries, Information at your Fingertips > Technically speaking, IEEE Spectrum, April 01, 2009 
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Purchasing Management Dashboard



Worker Schedule

Purchasing Management Dashboard



Knowledge Base

Purchasing Management



Knowledge Base

Purchasing Management



Business Intelligence (BI)



BI Dashboard



Purchase Order Throughput

BI Dashboard



Primer: Validation Tool



Web application
Purchase Order Validation Tool [Includes historical purchases across hospital and contract information]
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Web application
Purchase Order Validation Tool [Includes historical purchases across hospital and contract information]
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PO Automation



Automation – Phase 1
Percentage of Orders Processed by Automation and the Buyers

55

37%

63%

Automation

Buyers



Savings & Benefits



Savings Opportunity – Centralization, PO Automation & Dashboards

• ~$810k in the last one year.

• Reduction of effort required to process 50% of orders.Resources

Invoice Disputes

Purchases • Tier optimization, Increase in contract spend, capital.

• In-house programs.
• Contract cancellations.

Purchased Services



Benefits – Centralization, PO Automation & Dashboards
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• Reduction of effort required to process 50% of purchase orders.
• Ability to focus efforts on issues and other domains.
• Removal of manual mundane tasks and encourages using the system to increase 

efficiency.
• Reduces manual errors.
• Better understanding of issues within our system.
• Proactively integrate with alternate systems to extract data.
• Increased visibility and control in purchases and disputes throughout the system.

Reasons for PO Automation Failure Purchase Order %
Contract exist but last 2 price does not match 
and higher price 6.26%

Good PO 63.97%
High Quantity Issue 17.60%
Higher cost than avg and no contract 2.72%
No history 13.81%



Projects in Progress & Next Steps



Projects in Progress & Next steps
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• Warehouse ordering automation.

• Vendor classification, standardization and consolidation.

• Warehouse receiving efficiencies

• Conversion of lab to a perpetual location.

• Invoice automation.

• Item categorization and standardization.
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Thank you…
Gigo Mathew Samuel | www.linkedin.com/in/gigosamuel
Cell: (213) 952-9521 | Email: gigosamuel@gmail.com
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