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JS: Many experts feel that  
purchasing services is significantly  
harder than buying PPI and medical  
supplies. Why?
JM: Supply chain departments are already 
stretched to the limit as they try to do more 
with less. They may not have the specific subject 
matter expertise, relevant data, or experience 
with contracts in areas like window washing, 
lawn services, getting the hospital painted, 
parking – the truth is, no one really does!

Supply chain managers tell me that they just 
don’t have the time or resources to comb complex 
databases, develop custom RFPS, and leverage the 
vast number of vendor negotiations required for 
their purchased services.

JS: Can you tell us about a hospital 
that is saving significantly on its 
purchased services?
JM: We recently completed a purchased services 
project for Virginia Mason Medical Center in 
Seattle, Washington, where we helped them 
renegotiate their contracted cylinder medical 
gas services. As a result, Virginia Mason expects 
to save close to $700,000 over the five-year term 
of the contract.

In the course of the project, we uncovered many 
of their challenges with outdated contracts and 
multiple vendors, and also discovered they were 
paying excessive surcharges and rental fees 
related to their gas cylinder contracts.

We developed a custom request for proposal, sent 
it out for bid, and analyzed all vendor responses 
before making our recommendations. This 
enabled Virginia Mason to select one supplier 
for all of its locations, negotiate a contract with 
consistent terms and conditions, and secure 
lower cylinder pricing for a five-year period.

JS: As a busy supply chain manager,  
what should I look for when researching 
a purchased services partner?
JM: Look for an independent, objective third 
party with deep bench experience in analyzing, 

PURCHASeD SeRvICeS MAy truly be the next 
great frontier for supply chain savings. It’s a vast 
and complicated landscape to navigate alone, so 
many hospitals are turning to independent third-
party experts to help them save big on their full 
range of outsourced services.

Recently, supply chain management consultant 
John Strong sat down with ECRI Institute’s Jennifer 
Myers to talk about how healthcare providers can 
overcome the challenges of managing purchased 
services and save money in the process.

John Strong (JS): Why are supply  
chain managers taking a closer look 
at purchased services as a source 
for savings?
Jennifer Myers (JM): In my conversations with 
close to one hundred hospital supply chain leaders 
across the country, I hear two recurring messages. 
One is that they feel they have squeezed as much 
out of their medical supply spend as they possibly 
can, so purchased services is the next great area 
to mine for savings.

The other is that purchased services in the past 
have been handled at the department level, and 
hospitals are now trying to centralize these 
services under supply chain and/or materials 
management. Most supply chain departments don’t 
have the time nor the staff to look at the diverse, 
often confusing, purchased services picture, so 
they are reaching out for guidance and support 
from a variety of third-party sources. I call it 
“outsourcing outsourcing.”

JS: What can hospitals hope to save 
by centralizing and streamlining their 
purchased services process?
JM: Purchased services is believed to represent 
more than $100 billion in healthcare industry 
spending annually; often close to one quarter of 
a healthcare provider’s total operating budget. This 
translates into hundreds of contracts a year for 
some organizations. By implementing a strong 
value analysis process and vendor negotiating 
strategy, healthcare providers can reduce the cost 
of these services by as much as 30 percent annually.
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FellOW CeRTIFICATIOn POInTS AT AHRMM14
The educational programming at AHRMM14 Annual Conference & Exhibition has been 
designed to help you continue your professional development in the healthcare supply 
chain field. Continuing professional education (CPE) contact hours are offered for attending 
AHRMM14 and attendees can earn points toward their FAHRMM certification. Visit the CPE 
Credit tab on www.AHRMM14.org.

First-Time Fellows
Any CMRP member may apply for the 
FAHRMM designation two years from 

the date in which certification was 
received. First-time fellows must have a 

total of 18 certification points and must submit 
a topic summary and outline in advance 

of submitting a paper. Once approved, 
applicants must submit a written paper 
for acceptance by the AHRMM Fellow 
Review Committee.

Fellows Recertification
Current Fellows must renew their Fellow 

status every five years but no sooner than 
three years to keep it active. A total of 12 

recertification points must be earned for each 
renewal process. 

Fellow Review Committee members are available 
to serve as mentors for individuals interested 

in applying for the Fellow designation. Visit 
www.ahrmm.org/Fellow for FAHRMM 
designation requirements and additional 
information on the program. 

comparing costs, and negotiating service 
contracts. Your partner should act as an 
extension of your own supply chain – 
managing your process from start to 
finish and freeing you up for your other 
important duties. An ideal service will 
provide a dedicated purchased services 
manager who provides unlimited one-
on-one consultation.

Many services offer comparative data 
and price benchmarking in a web-
based tool, but that is just a small piece 
of the puzzle. For each renewing or 
new contract you are looking at, your 

partner should perform a detailed needs 
assessment, interview all of your key 
stakeholders, and develop a customized 
request for proposal, not an off-the-
shelf, templated RFP.

Most importantly, you should choose a 
resource with the expertise to set up a 
competitive bidding environment among 
your vendors, and guide and mentor you 
in your contract negotiations. 

Jennifer Myers directs ECRI Institute’s 
SELECTplus advisory service for the 
procurement of capital and health 

information technology. ECRI Institute 
is an independent nonprofit organization 
that researches the best practices to 
improving safety, quality, and cost-
effectiveness of patient care. Learn more 
at www.ecri.org. 

John Strong  is an independent 
healthcare consultant who has held 
supply chain management positions 
with Consorta, Premier, and Lutheran 
General Health System. He is an adjunct 
professor of Purchasing and Supply Chain 
Management University of Wisconsin-
Milwaukee.

AHRMM Fellow Program: Reach the Highest Level 
of Education and Achievement Designation
THe DeSIGnATIOn OF AHRMM FellOW (FAHRMM) 
recognizes current AHRMM members for reaching the 
highest level of education and achievement in both the 
association and in the supply chain field. Receiving and 
retaining the FAHRMM designation is constant recognition 
for AHRMM members who continue their professional growth 
by attending educational programs and contributing 
to the field by staying actively involved in AHRMM, 
their organization, and the supply chain field as a 
whole. 

Only presented to Certified Materials & Resource 
Professionals (CMRP) and current AHRMM 
members, FAHRMM status is 
designated to 
those who 
have excelled 
win specific 
areas of the 
supply chain 
and have submitted 
an approved, original, 
and unpublished paper on a 
current aspect of materials or supply 
chain management.
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