
[image: image2.jpg]S W |
ot

MARKETPLACE
INITIATIVE

Ny








 SHAPE  \* MERGEFORMAT 



THE HEALTH-CARE SUPPLY CHAIN CHALLENGE


Millions of purchase transactions are conducted annually between trading partners within the health-care supply chain. Many of these transactions require manual interventions by trading partner staff to correct imperfections and to ensure the smooth flow of goods to support patient care. Actions by both buyers and sellers are often required to place the order, correct shipping information, and resolve pricing, invoice, and data discrepancies. While these costly manual interventions have been anecdotally recognized, supply chain professionals lacked a method to collaboratively measure and correct the imperfections in these transactions. 





Recognizing this marketplace need, members of the Strategic Marketplace Initiative (SMI) developed a new metric for the health-care supply chain called Perfect Order. Already used in non-health-care industries, a Perfect Order is:





A purchase order processed electronically from order to payment without human intervention, which is delivered to the correct location, on time, undamaged, at the correct price, with the desired quantity, on the first attempt.





The success of Perfect Order measurement initiative is based on both buyers and sellers working together to measure their collective effectiveness across ten critical elements associated with every purchase transaction:





Electronic Purchase Order		Delivered On Time


Delivered to Correct Location		Undamaged


Correct Price				Delivered Complete


Electronic Invoice			Electronic Payment


Payment on Time			Payment in Full





SMI members have discovered that using Perfect Order as a collaborative tool can significantly improve the effectiveness of a business relationship, bringing value and improved efficiencies to both trading partners. For more information on Perfect Order, visit � HYPERLINK "http://www.smisupplychain.com/" �www.smisupplychain.com�.  





USING PERFECT ORDER


The Trading Partners


Iowa Health System, an SMI Provider Partner   


Bracco Diagnostics, an SMI Industry Partner  


Iowa Health System is the state's largest integrated health-care system, serving nearly one of every three patients in Iowa. Iowa Health System includes hospitals in seven large Iowa communities, a system of hospitals in 14 rural communities and group practices of physicians and clinics in 71 communities in Iowa, Illinois and Nebraska.  


Bracco Diagnostics Inc. is a US-based subsidiary of Bracco Imaging SpA with headquarters and research offices in Princeton, New Jersey. Bracco Diagnostics develops and markets clinical agents for X-ray/Computed Tomography (CT), Nuclear Medicine and Magnetic Resonance Imaging (MRI) in the U.S. and Canada. 





The Implementation


While attending the SMI May 2007 Forum, senior leadership from Bracco Diagnostics and Iowa Health System marveled at the new metric Perfect Order being developed by the SMI Initiative Team.  “Why can’t we do that?” they asked each other, and thus, a new era in their trading partner relationship was born. Iowa Health System, long known as a supply chain innovator, and Bracco Diagnostics, a leader in industry education, immediately embraced the Perfect Order metric, determined to measure their transactional efficiency and gain improvements.  





Their first step was to assemble a project team that included senior leadership, Iowa Health System purchasing staff, and Bracco customer service staff.  Orientation and training support was provided by  SMI’s Perfect Order team.  One key to the orientation was learning that an order can be called a Perfect Order only when favorable outcomes are achieved in all ten areas of measurement. The Team then reviewed their data files to ensure proper alignment, to identify their sources of measurement data, and to coordinate the sharing of information.





The first Perfect Order measurements of monthly transactions took place in July 2007 and the project team began the first of their monthly conference calls in August. The initial measurements revealed opportunities for improvement with order fulfillment, electronic invoicing, and electronic payment. In addition, these first Perfect Order measurements revealed a decentralized ordering practice that did not maximize Iowa Health System’s distribution capabilities.  The project team initiated collaborative work on the areas of improvement, and within a few months, ordering efforts were consolidated, electronic capabilities were expanded, and order fulfillment levels rose sharply, removing costly inefficiencies from the supply chain. 





In subsequent months, measurements of the ten elements that comprise Perfect Order continued, surprisingly revealing a minor but measurable challenge related to damaged goods, as some products are packaged in glass. Bracco’s analysis led to some nationwide packaging adjustments, and the issue was remedied, again removing inefficiencies from the supply chain.  The application of Perfect Order metrics continues, and monthly measurements have stabilized in the high 90s, with Perfect Orders now quite common.   





The Benefits


Both trading partners agree that initiating their Perfect Order project, with its reliable method to identify and quantify inefficiencies, has helped both organizations. Through Perfect Order, Iowa Health System was able to identify and remedy inefficient ordering patterns that were previously unseen, while also using the project to jump-start utilization of electronic invoicing and payment capabilities. Bracco Diagnostics improved their order fulfillment processes and implemented packaging improvements. In addition, Perfect Order has provided other benefits to overall trading their relationship, including:


Improved Trading Partner Communications


Clearer Collaboration on Priorities


Initiation of Organization-Wide Improvements


Expanded Relationship Focus Beyond Pricing


Documentation of a Collaborative Relationship History





Many SMI members and the health-care supply chain industry continue to utilize Perfect Order as a modern metric that measures transactional effectiveness and identifies areas for collaborative improvement between trading partners. Visit the SMI web site at � HYPERLINK "http://www.smisupplychain.com" �www.smisupplychain.com� for more information about Perfect Order and other SMI Tools and Solutions.  




















Strategic Marketplace Initiative





22 Col. Mansfield Drive


Scituate, MA 02066


Phone: 781-378-1107


Web: www.smisupplychain.com





 





























A Case Study





SMI’s Perfect Order 


A New Metric for the Health-care Supply Chain



























































“Our Perfect Order work with Iowa Health has helped align our sales and operations staff, bringing greater value to our relationship”.


Michelle Murano


Assoc. Director


Bracco Diagnostics










































































































































































“Iowa Health is


very pleased with


the lower 


total costs


and efficiencies


that Perfect Order


has fostered.”


Dan McDow


COO, Iowa Health 


Consolidated Services
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