The newsletter of Strategic Marketplace Initiative - Tom Hughes, Executive Director

Fall 2005

November Forum ~ Sneak Preview

Plans are well underway for the next
member Forum which will be held
November 9-11 in Chicago. Registration
information has been distributed. If you
have somehow not received yours, contact
Teri Gallagher, Administrative Director, at
tgallagher@smisupplychain.com.

chain. Ronald Ireland, who served as Strategy
Manager for Wal-Mart’s headquarters in
Bentonville, AR, will provide insights into
Wal-Mart’s award-winning automated Store
Replenishment System, warehouse re-buying
systems, purchase order applications, Inforem
support, micro merchandising applications,

Forecasting, Co-Managed Replenishment,
SAM’s Clubs replenishment applications,
and the International Divisions’ replenishment
applications. Ireland was awarded the
Information Technology ““Visionary Award”

The agenda includes special presentations
designed to offer unique perspectives and
challenge the status quo.

Wal-Mart - Attendees will hear first-hand
how Wal-Mart reshaped the retail supply

continued on pg. 3

February Forum ~ Member Reactions

The very first SMI Forum held February 8-10 at the Omni Mandalay at Las Colinas in
Irvine, TX was deemed a success. Tom Hughes, Executive Director, reported that 85% of
evaluation respondents indicated that the Forum was of value to them (0% indicated it was
not). Overall the Forum was rated as 4.3 of 5, with 5 being excellent. The most favored
features were the networking opportunities and brainstorming sessions. There was some
sense that three full days was too long. Therefore, the schedule for the next Forum has
been somewhat modified. Members can now arrive on Wednesday for a /2 day afternoon
session, spend all day Thursday, 2 day Friday and then head for home. Also members
voiced their preference for Forums to remain within the central, Midwest corridor region
for ease of travel.

Tom Shepherd, System Director of Supply Chain Management for Baptist Memorial Health
Care Corporation in Memphis, TN said of the Forum, “The recent SMI Forum provided
a unique opportunity for interaction and collaboration with other IDN’s, suppliers, and
distributors in an effort to prioritize and address key supply chain issues. The meeting was
very thought provoking, and it was interesting to see the different perspectives on some of
the issues discussed. It’s refreshing to have this type of supply chain representation in the
same room to discuss opportunities to improve efficiency and reduce cost.”

continued on pg. 2
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Supply Chain Success

“The purpose
of this group is
to identify best

practices to
reduce operational
expenses and
enhance supply
chain efficiencies
in the delivery of
health care.”

— Steve Gundersen

Three initiatives
were identified as
outcomes of the
February Forum.
See page 5 for
initiative details

Member Reactions, continued...

“The SMI Forums create the type of collaborative environment that can dramatically improve
how the provider and supplier, working together, can positively impact the healthcare
delivery system,” said John Tara, Director of Strategic Marketing for Boston Scientific in
Natick, MA.

Of SMl itself, Steve Gundersen, Vice President of Corporate National Accounts for BD and
a member of the SMI Board of Directors stated, “The purpose of this group is to identify
best practices to reduce operational expenses and enhance supply chain efficiencies in
the delivery of health care.” He further explained that “Our goal is to work together as
participants at different levels of the health care industry with a common, united goal of
driving costs out of the supply chain to the ultimate benefit of consumers of health care in
the United States.”

Carl Manley, Vice President of Materials Management for Sentara Healthcare and Chair
of the SMI Board of Directors, added “The healthcare supply chain has been broken for
a long time. Over the past 10-15 years many have struggled with fixes, but the problems
still exist. It is our desire to bring together the various stakeholders in the supply chain to
collaboratively identify ways we can help one another establish new standards and processes
for working together more efficiently.”

Some of the specific comments received on evaluations included...
In your view, what was the best thing about the Forum and why?
> “the exchange of issues, ideas and perspectives”
> “interaction with industry thought-leaders and the call to action concept”

> “sharing of perspectives — having time to listen and digest ideas, to build trust and
mold our thoughts about improvement”

> “the spirit of collaboration, partnership and the reality that we need to work together
to fix issues”

So What Has Happened Since?

Three initiatives (see page 5 for details) were identified as outcomes of the February Forum,
which are being facilitated by Tom Hughes, Executive Director. Initiative #1 is to review
contract synchronization and identify areas for improvement. Initiative #2 is to focus on
the “Perfect Order” concept and explore possible models for adoption. Initiative #3 is to
examine the role of rebates and their impact on the supply chain. Each group has been
working independently and will report on progress and future plans at the upcoming Forum.
Interim recaps are provided on page 5.

continued on pg. 4
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November Forum, continued...

for his design of Wal-Mart Replenishment
Planning. This design became the initial
vision and foundation for what is known
today as “CPFR — Collaborative Planning,
Forecasting and Replenishment.” Ireland has
a wide range of cross industry experience that
he will share with SMI members along with
his views on Supply Chain Collaboration.

Quantum Creativity - Participants will
also learn from Pamela
Meyer of Meyer Creativity

"Though

action spawns re-creation, rather than original
thought or behavior which necessarily springs
from our origin, our deeper center. Originality
represents a significant shift in the way most
of us work.

As we strive to reshape the future of the
healthcare supply chain, she will remind us
that creativity is key. Creativity is a way
of being — a state necessary for the act of
creation, for bringing
forth the new and original.

Associates, Inc. to Though creativity does not
“Innovate or Get Out of the cre ativity always lead to innovation,
Way.” Meyer works with it is the foundation for it.
organizations that want d()es nOt Innovation is applied or

innovative solutions and
teams that need to jump-
start creative collaboration,
which after all, is what SMI
is all about.

According to Meyer,
the ability to be flexible,
to listen, communicate,
collaborate, and respond
quickly and creatively can make as much
of a difference in success and satisfaction
than any other factors. She stresses that
creativity is the core competency for this
millennium. Not just adding new twists to
existing products and services, but Quantum
Creativity — creativity that manifests the truly
unexpected by transcending what has been
done before.

According to Meyer, to fulfill the promise of
Quantum Creativity, we will be challenged
to transform the way we work, to do things
differently. Innovative acts are those propelled
by the enthusiastic flow of energy into action,
action filled with wide-eyed possibility. Re-
action tends to draw from superficial resources,
limited by past experience, the way it has been
done before, and outdated information. Re-

always lead to

innovation, it is

the foundation
for it."

directed creativity — an
idea, product, service or
procedure that is both new
and useful. Creativity is
the process; innovation is
the outcome. Because new
things can’t be fully known
or comfortably understood,
we must work with the
discomfort of stepping into the unknown.

Meyer condones brainstorming as one of
the oldest tools to support collaborative
creativity. She encourages play. Play
means “freedom of motion.” The space for
creation requires both the verb play and the
noun play — action and freedom of action.
Her program will facilitate chaos. Two of
the most important (and paradoxical) aspects
of chaos are persistent instability (constant,
unpredictable change) and self-organization
(integrity maintained in the midst of change).
Chaos feeds on participation — complete,
sloppy, enthusiastic, sincere, unapologetic
participation.

This promises to be a one-of-a-kind
experience that will set the stage for
productivity and accomplishment.

Pamela Meyer of
Meyer Creativity
Associates, Inc. will
speak about Quantum
Creativity in “Innovate
or Get Out of the Way.”



Page 4

Supply Chain Success

New initiatives will

be identified at the
November Forum with
a focus on smaller
steps and short-

term turnaround
projects that can be
accomplished within
the SMI membership.

continued from pg. 2

While each of these initiatives will ultimately deliver opportunities for improvement and
change, they will all take some time to complete. While these three are in process, new
initiatives will be identified at the November Forum with a focus on smaller steps and short-
term turnaround projects that can be accomplished within the SMI membership.

Initiatives are identified and formulated through an Interactive Meeting Process that includes
Brainstorming (to identify and define the initiative), Action Plans and Roll-Out. Roll-out

plans will be comprised of four phases:
Phase I:

Phase I1:
entire group

pilot one IDN with one Partner, results will be documented then move on to...

pilot within all of initiative group, results will be documented then shared with

Phase III: roll out to all of SMI, develop white paper and present to industry groups

Phase I'V:
standard

initiative takes hold within healthcare supply chain, becomes new industry

New Members

We are excited about all of the new members
and the diversity that they bring. The addition
of Corporate Express, FedEx Kinko’s and
UPS brings a new dynamic as they each
have major business outside of healthcare,
and thus will bring a unique expertise to
the group. “These new partners,” says
Tom Hughes, Executive Director of SMI,
“bring much to the table with their supply
chain experiences that stretch well beyond
healthcare. It has been our intent from the
beginning to draw on successes from outside
industries. We can learn a lot from these new
partners as we all work collaboratively for a
better tomorrow.”

SMI is pleased to welcome the following
members, new since the February Forum:

“We can learn a lot from these
new partners as we all work
collaboratively for a better
tomorrow.” — Tom Hughes

IDNs:
Adventist Health System

Johns Hopkins Health System
Shands Healthcare

University of Rochester / Strong Health
System

Partners:
Corporate Express

Eastman Kodak
FedEx Kinko’s
FUJIFILM Medical Systems USA, Inc.

Morrison Management Specialists /
Compass Group

Sodexho
STERIS Corporation
United Parcel Service (UPS)
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Three initiatives resulting from the February Forum
Initiative #1: Contract Synchronization

This team was challenged to create a new business model of collaborative transaction(s)
aligned to reduce overall costs within the healthcare supply chain.

The team lead is Jane Pleasants, Assistant Vice President for Procurement and
Supply Chain Management at Duke University Health System and member of
the SMI Board of Directors. They initially focused on the contract to invoice
resolution process and then narrowed the scope to examine the pricing event — getting
correct pricing to all necessary parties for a designated effective date. Live case
studies are being evaluated for direct and distribution models. The group is also
exploring other industries for examples and processes. A definitive challenge and
resolution will be identified, and then parameters defined for specific pilot activity.

Initiative #2: Perfect Order

Led by Steve Gundersen, Vice President of Corporate National Accounts for BD and
a member of the SMI Board of Directors, the team was challenged to identify mutual
outcomes and metrics that we might as a group use to trend healthcare supply chain
practices and improvements, and how trading partners might collaborate to improve
each other's metrics.

This group defined their objective as to develop and implement a new metric for
healthcare supply chain ... “Percentage of Perfect Orders.” In so doing, they hope to
reduce operational costs associated with today’s inefficient and time-consuming order-
to-payment process. They are first working to define a perfect order including all elements
affected within the supply chain, and to identify pilot configurations. They are also looking
into other industries for insight/direction, to learn from what others may have done in
this area. They will then identify and assess baseline measures to be used within pilots.

Initiative # 3: Rebates

Our healthcare supply chain includes a complex rebate system which includes
suppliers, distributors, GPOs and providers. The working group focused on this issue
has narrowed the scope of the project to evaluate the costs and associated benefits of
the rebate programs that occur directly between suppliers and providers.

Initially this project will involve the collection of data on the scope and related costs
for both suppliers and providers associated with the flow of funds to determine the
cost/benefit relationship of the current system, along with identifying the underlying
strategic rationale which supports today’s system.

Supported by data, recommendations will be developed which support continuation
of rebate programs or provide alternatives to improve the supply chain. The team is
led by Keith Kuchta, Executive Director of Acute Care Sales for Kimberly-Clark and
member of the SMI Board of Directors.
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The SMI Membership Roster

IDNis:

Adventist Health System
Celeste West

Ascension Health
Michael Langlois

Baptist Health System
Michael Louviere

Baptist Memorial Health Care
Corporation
Thomas Shepherd

BJC Health Care
Nancy LeMaster

Carolinas HealthCare System
James Olsen

Catholic Healthcare West
Keith Callahan

Cleveland Clinic Health System
Nancy Huber

Duke University Health System
Jane Pleasants

Fairview Health Services
Christine Meyers Janda

Inova Health System
Gary Wagner
Intermountain Health Care
Bruce Clark

Johns Hopkins Health System
Bill Kennett

Mayo Foundation
James Francis

Memorial Hermann Healthcare System
Frank Brown

OhioHealth
Ed Robinson

OSF Healthcare
Larry Brown

Partners HealthCare
Sam Sullivan

Providence Health System
David Hunter

Sentara Healthcare
Carl Manley

Shands Healthcare
Randy Hayas

Sisters of Mercy ~
Resource Optimization & Innovation
Michael McCurry

SSM Health Care
Michael Rosenblatt

Sutter Health
William Wright

Texas Health Resources
John Gaida

Trinity Health
Louis Fierens

University of Rochester / Strong Health
System
Philip Profeta

Virtua Health
James Rivard

Yale New Haven Health
Pam Scagliarini
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Partners:

Baxter Healthcare Corporation
Bryan Krueger, Joseph Pudlo

Beckman Coulter Clinical Diagnostics
Paul Hodnick, Robert Kleinert

Becton, Dickinson & Company (BD)
Stephen Gundersen, Eoin Smyth
Boston Scientific Corporation
John Tara, Norman Flemming

Cardinal Health
Kenneth Kohler, Eric Nelson

Corporate Express
Frank Martorella, Susan Louis

C.R. Bard Corporate
James Natale, Carol Stone

DeRoyal
Pete DeBusk, Robert Hall

Eastman Kodak
Connie Pettijohn

FedEx Kinko’s
Bill Keffeler, Faisal Naveed

Fisher Healthcare
Mark Covington

FUJIFILM Medical Systems USA, Inc.

Phillip Buffington, Clayton Larson

Global Healthcare Exchange (GHX)
Mike Mahoney, Bruce Johnson

Hill-Rom Company, Inc.
David Gupton, John Kirby

Hospira Worldwide
Pete Baker, Jerry Joiner

Johnson & Johnson
William Donato, Margaret Ellis,
Michael Edeburn

Kimberly-Clark
Keith Kuchta, Samuel Robb

McKesson Healthcare Corporation
E.V. Clarke

Medline Industries, Inc.
Timothy Jacobson, Thomas Egan

Morrison Management Specialists/
Compass Group
Gary Gaddy, Scott MacLellan

Neoforma, Inc.
Daniel Eckert

Owens & Minor
Charles Colpo

Roche Diagnostics
Mary Beth Myers, Michael Nigro

Sodexho
Dana Johnson, Jay Marvin

STERIS Corporation
Ray Dunning, John Dieterich

Tyco Healthcare
Armin Cline, Rick Lytle

United Parcel Service (UPS)
Randy Stricker, Mike Turner, Chris Holt

SMI Board of Directors

Bruce Clark, Intermountain Health Care
Charles Colpo, Owens & Minor
William Donato, Johnson & Johnson
James Francis, Mayo Foundation

John Gaida, Texas Health Resources

Stephen Gundersen, Becton, Dickinson
& Company

Keith Kuchta, Kimberly-Clark
Mike Mahoney, GHX

Carl Manley, Sentara Healthcare
James Natale, C.R. Bard Corporate

Jane Pleasants, Duke University
Health System

Pam Scagliarini, Yale New Haven Health
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Kudos to You

SMI extends congratulations to Nancy Huber and her
team at The Cleveland Clinic Health System for their
recent award for Materials Management Department
of the Year from Healthcare Purchasing News (HPN).
Huber is senior director. Directors reporting to her
include Donald Diver, William Feran, Dennis Mullen
and Alan Wilde, Jr. The award recognizes logistic
and supply chain performance covering teamwork,
innovation/creativity, savings, originality, long-lasting
results, contribution to quality care, productivity,
efficiency and customer service. The IDN includes
11 hospitals and multiple non-acute care facilities in
Cleveland, OH and the surrounding metropolitan area
as well as in south Florida.

Call to Action

Initiative Suggestions — We are currently collecting
suggestions for initiative topics for the November
Forum. A few received to date include freight, contract
terms and conditions, and electronic platforms. Send in
your topical suggestions for initiative ideas. Who knows,
your suggestion may become the next big initiative and
may lead to a whole new industry standard.

Success Stories - Do you have a best practice success
story that you would like to share? Perhaps you or your
organization can be featured in the next newsletter.
Send in your innovative, creative solutions for supply
chain issues.

s M
Georch
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Have You Seen the Latest?

For up to date information on SMI, check out the website
at www.smisupplychain.com

(SM') Shaping the Future of the Healthcare Supply Chain
Home

Company Overview
Membership

Board of Directors

¥ Forums

nnnnnnnnn
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Press Releases

Staff
Contact Us

The SMI home page

Professional Acknowledgements/Kudos — We would
like to feature you and your peers in future issues of
the SMI newsletter. If you know of professional
accomplishments within the SMI membership, slip us
the scoop!

Newsletter Suggestions — What would you like to
see in future issues? Your input and direction is much
appreciated.

Please send all suggestions, comments, leads, etc. to:
tgallagher @smisupplychain.com.

Shaping the future
of the healthcare

supply chain.

Supply Chain Success is published by Strategic Marketplace Initiative. Teri Gallagher, Editor
Letters, questions, or comments may be sent to tgallagher@smisupplychain.com.



