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Lisa (00:00):
You're absolutely right, literally hundreds of millions of dollars across the
board in healthcare vendor side puts in place in order to make sure their
margins are high, or they protect their margins, increase their margins. How
much so should hospitals be putting in those layers, that thinking, that
discipline that they are doing? I mean, it's so true.

Introduction (00:23):
Welcome to the Healthcare Leadership Experience podcast, hosted by, Lisa
Miller and Jim Cagliostro. Lisa is the founder of VIE Healthcare Consulting
and now Managing Director at SpendMend. Lisa and her team has
generated over $1 billion in financial improvements for VIE clients since 1999.
Since 2007, Jim, has been a registered nurse working in critical care,
perioperative services and outpatient settings at nationally recognized
medical facilities across three states. You'll hear conversations on relevant and
trending topics in healthcare andmuchmore. Now here's your hosts, Lisa
and Jim.
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Lisa (01:02):
Welcome to the Healthcare Leadership Experience podcast, today is a really
exciting day for us. This is our 100th episode and I am super excited. We
started this podcast about two and a half years ago virtually with the same
group that I'll be introducing in a moment and I'm really excited. We've had
some great discussions on healthcare costs and a lot of healthcare leadership
topics. So I would welcome you to kind of review the past two and a half
years, there's been all kinds of interesting discussions.
So today welcome, Rich Dormer, Bryan Covert, Pandu Mitre, to the 100th
episode of the Healthcare Leadership Experience. Glad to have you.
So we got lots to talk about, I think one of our initial podcasts we started with
purchased services as a team and we went in to talk about physician
preference items and what we thought of some contracting strategies and
lots of interesting things over the course of the years.

Lisa (02:05):
So today I'm going to kick it off with couple of topics that we wanted to bring
to the listeners and the one is, what was the most surprising aspect of 2023 in
terms of cost savings? And so I'm going to kick that off with, Rich. So Rich,
what was most surprising for you in 2023?

Rich (02:26):
Thanks, Lisa. Over the course of the last couple of years we've really seen with
COVID obviously impact a lot of different areas of organizations and the
needs for change. And one of the biggest things that we saw this year, or I
saw specifically was a lot of organizations were building those sourcing and
supply chain teams. Where in the past they've been really lean and relying on
GPO or other types of resources. But with COVID and the need to really do a
lot of contracting, a lot of complicated agreements, most organizations
recognize that they really needed to build their teams. But the issue that a lot
of them have is that there's really only a limited pool of seasoned players on
the market essentially. Therefore, when they look to hire, they're hiring a lot of
people that are either early in their careers or they come from a different
industry which when we look at healthcare it's really unique and complex. So
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bringing someone from the manufacturer industry coming in and looking to
do a sourcing or some sort of negotiation in healthcare, it's very different.

Rich (03:30):
So with these large obviously needed cost savings goals for organizations,
these newer teams that are being put together need to really accelerate their
learning curve. So we've seen a lot of conversations around the support that
they need. Right? And probably the biggest one that we keep hearing is that
access to data, really that line-item invoice level data is critical to be able to
do these large initiatives that a lot of them are working on now and they
struggle to get that information. Because the biggest piece is to really do
analytics around it and they're doing it off of projected data or vendor
supplied information which is not always accurate. So those are the biggest
pieces for a lot of these teams coming in and really trying to meet these
aggressive goals that are needed for these organizations to maintain their
profitability and not only with analytics and data but also negotiations.

Rich (04:27):
A lot of them again are trying to go into different areas, different traditionally
siloed areas and they don't have the experience within let's say rev cycle or
other aspects within laboratory or pharmacy and they really need to
understand how to navigate not only the vendor relationships but also the
stakeholders. So it's been a big communication this year when we're on with
our different clients, how do we strengthen these new teams that are being
put together? What kind of education, what kind of training they're getting
to really focus on how do we accelerate our cost savings while building up
this bench?

Lisa (05:04):
Yeah. So I love that you answered that question that way, and just for the
audience. I don't know how everyone's going to answer, so this is kind of neat
for me to hear this. So teams, I would agree with you this year we really saw a
lot of health systems raise their hands and saying, "We need help with teams,
we need help..." Like you said, Rich, helping their bench, helping them with
negotiations, helping them with strategy, helping them just train up.
Because there is a shortage of very seasoned healthcare supply chain leaders

https://www.rev.com/transcript-editor/shared/VDUTNlKPoAmJyKmdk9WQnUBm5zp_O9l6tXX8GMhKRlpF4pbc9edCDwATDXtkBAZ_2ssnqsW8Tu_qWejzcDthPY0c-vA?loadFrom=DocumentDeeplink&ts=210.21
https://www.rev.com/transcript-editor/shared/2rV4gN7XB5GwH8et_qBbbdyTFJIgR0vPovMvDGidZSXbXLH56je7GqAIhE_K-dZv_LJvULT45i99W7PdV9O5bxQnyhc?loadFrom=DocumentDeeplink&ts=267.33
https://www.rev.com/transcript-editor/shared/3Q9TZEglzmgGg5XJD0CADa-X9DwaVSvB7urlEzMaga1G7-u1duH73UFZCrZ5fX_i-Z_Ii_thAlyyNSxuNPPQrEbhX3E?loadFrom=DocumentDeeplink&ts=304.95


and even in the sourcing aspect. So I agree that... I think the biggest surprise
to me, but it makes sense was howmany hospitals and health systems asked
us to not only help with savings but help support their teams to train them in
new aspects, whether it's other aspects of purchase services. But really asking
to help get them in a better place for long-term sustainability. We found out
through COVID, as it turns out we need a really strong supply chain. So I
would agree with you, that's a great thoughtful reply.

Rich (06:11):
And just to add on that, I mean I mentioned the training and the education,
and I think that's really going to be something where the investment needs
to happen. Right? So hiring the team is one piece of it but really that
continuous education, continuous training. Because when you look at it on
the other side of the table which is the vendors that are providing the
services and the implants and all the other things that support the
organization. But they're being trained especially a lot of the top Fortune 500
companies, they invest significantly into the sales process. But also on
contracting and negotiations and the amount of time and energy that it
takes to really invest. It's a lot, it's expensive, it's resource training. But if you
put that investment into the teams now, you'll see that over the next course
of a couple of years you'll have that ability to really drive to the best pricing, to
the best contracting and really pull a lot of the unnecessary costs out of the
system.

Lisa (07:09):
You remind me Rich, when you say that…it's so true, all of these companies,
these vendors and vendor partners dedicate an enormous amount of
resources, time, training and they're focusing their team on how to negotiate,
how to create pricing committees. They're putting in layers and jobs in their
organizations for pricing committees, they're adding layers. That's how
important they feel like they have to combat, these new pricing requests or
combat benchmarking. So you're absolutely right, literally hundreds of
millions of dollars across the board in healthcare at the vendor side that puts
in place in order to make sure their margins are high, or they protect their
margins, increase their margins. But howmuch so should hospitals be
putting in those layers that thinking, that discipline that they are doing? I
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mean it's so true and it's like often I hear, Keith Cunningham, say... He's a
business teacher. How we have to work on our business. We are always in the
business, right?

Lisa (08:15):
We're in the business working, working and we've got to take time out to
work on it and howmuch time do the teams and supply chain not just work
on building out a strategy for cost savings. All things are important or team
building, all those things are important. But how do they look at really, really
deeply think about work on negotiation skills or putting their own pricing
committees in place? Things like that, right?

Rich (08:40):
Great points and I kind of think back working with you for the last 16 years
and just how we've worked together collectively, this group as well as our
other analysts and throughout the years and it's the collaborative effort. I
mean obviously we have initiatives that we work on, but we always pull each
other in to get a second set of eyes on maybe an analysis. But when we have
these more complex negotiations, we pull each other together and try to
look at different views of it and kind of the team aspect within the health
systems now. That's going to be something that they really should be doing,
a similar type process where people run with certain initiatives. But they
should be collaborating with their peers to be able to get different insights
into it, different strategies. Because I could look at one thing and then come
up with a strategy and then you or Bryan, or Pandu and I get together and all
of a sudden, they come up with a different idea and it's like I never thought of
it that way.

Rich (09:34):
And that would really help enhance how we get to the bottom, best savings,
best contracting is that collaborative effort within these structures, and I
think there's still a little bit of some silos when we look with some of our
clients. But we always try to get them to work together and say, "Why don't
we look at these coupled together and talk it through and then come up
with a strategy and engagement." And I think that's a big thing that again,
what we've been doing for a number of years has been teaching and
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educating our clients. But I think that's going to be something that
continues to accelerate these teams getting better, getting that learning
curve.

Lisa (10:10):
So I've never heard you or we've never really talked about that as it relates to
how they can do this externally, even though we support teams. So what
everybody listening here either knows or now would know is that I would say
the vast majority of our initiatives, larger initiatives we work on as a team.
Whether it's this team here or others that... Some are analysts and they are
always 100% of the time better when we work together and sometimes,
they're exponentially better and we all have different skills and talents. But
when we work together it is remarkable. We come away and I'm like wow, I
just never would've thought of it that way or seen it that way or just how
interesting how our dialogue got us to do things differently. And so you bring
a good point up Rich, it's like we're supporting initiatives. So many times
sourcing people have their own initiatives, so then it's one person, maybe
two.

Lisa (11:08):
But most of the times it's this silo sourcing and what a great way to think
about it going forward as you wonder how they should be hospitals
themselves saying okay, let's do some of these initiatives together. I think
that's a great way for them to think about it, I never thought of it. Just
another example of how collaborative thinking or thinking together really
gets you to do things differently and I think that's a great takeaway. Is how
many sourcing departments will say I've got these eight or nine, 10 sourcing
agreements and I'll get it to 80%. But I would like to come together and kind
of work things out and talk things through and get some opinions and I'm
sure there are some that do it that way, but it probably would be
exponentially better for everybody. So that's a great point Rich, thank you. It's
an excellent point.
Bryan, what was the most surprising aspects of 2023 in terms of cost savings
that you saw?
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Bryan (12:06):
I think the most surprising thing for me was just how difficult negotiations
with vendors became in 2023. To your point and Rich's, point earlier we saw
on the hospital side more investment in supply chain teams, probably some
of the largest cost savings goals we've seen at our clients throughout the
years. Just because costs were going up and they're trying to come up with
ways to combat them, the vendors had a really solid narrative. We had 8%
inflation; their costs were up. They're also coming out of a time with COVID
where a lot of the vendors had to really step up in supply services and crunch
time, so they really developed stronger relationships with the stakeholders at
the hospital. And then we're seeing in 2023 the vendor is more willing to tell
supply chain no to cost reduction, costs are going up and then lean on those
relationships with the stakeholders. In some cases have stronger
relationships with the stakeholders than supply chain and finance, it was
really a difficult time to just negotiate for cost savings because you're really
up against a lot of external factors.

Bryan (13:12):
So for us I know achieving cost savings for our clients more than ever we
really leaned into a lot of contract compliance and also a lot of the utilization,
implementation, ways that you could improve service, improve scheduling,
lower costs that way. But more than ever heading into negotiations you really
needed a solid strategy, good market data to combat that. But also more
than ever you really need involvement with the stakeholders at the hospital.
So we're seeing that the hospitals and our clients that did the best in
achieving cost savings this year, they were a little more flexible in previous
years. They were looking at areas that in the past may have been too political
or off-limits but more willing to kind of think outside the box and work on all
sorts of projects, not just the traditional supply chain areas. But also what we
see is our clients who are successful were the ones that were more willing to
engage the stakeholders, maybe take a little more risk and look at change
and look at consolidation and kind of think outside the box.

Lisa (14:16):
I agree, I felt like when we were going into 2023 or leaving 2022 that was my
biggest concern. Right? Advising our clients like, it's better to open up some
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of these agreements now because I think inflation's going to hit and there's
going to be a cost impact. But the thing that we all talked about is the
vendors using the narrative to make that even more significant or not really
what the issues were, and I felt like all three of you did just a great job at also
modeling and deconstructing some of that narrative. Right? This doesn't
make sense, let's go to the data. We've had to go to investor reports or look at
increases over time and really, it took a lot more effort and benchmarking
certainly has its place. But we've almost had to go two and three deeper to
prove that this is not an inflationary…no. It's not an inflationary increase,
where we've negotiated and they're like, "No, and in fact we're going to give
you an increase."

Lisa (15:21):
It's just taken a lot more work and I think thankfully our clients know us for
years and they trusted us and so we were able to break through I would say
most of those situations. But it's a really great point that this was a tough year
and I think the lesson learned is working with your stakeholders I think not
operating out of fear, you got to operate out of data and sometimes maybe
you have to accept that note. But I have to tell you what... It just came to
mind right now. I think without naming the situation and the client. But I
think we all might know this year we had a case where there was something
that wasn't used for two years. Right? So no utilization for something for two
years and we thought for sure that going back and saying listen, "The
hospital paid for X for two years, it wasn't used, it wasn't deployed. Let's be
fair, let's get one of those years credited or used go forward." And it was a
hard “no” and we were surprised that that hospital came back.

Lisa (16:28):
We had nothing to do with the decision, we weren't part of the decision, we
weren't part of what's your opinion and they decided to walk away 100%. Now
they had invested time andmoney, a significant amount of money and they
walked away and said, "We are ending the relationship, we'll pick this up next
year with someone else who will be a true partner." That was surprising to me
as you talk about the pushback and I never saw that coming and you can't
do that in all cases, and frankly I didn't even think they were going to do that.
They could do that because they were really invested and just took a really
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strong leadership to say, "We've been fair, we'll work with you, but you don't
dictate the narrative. This has to be a shared narrative." So Rich, did you have
something you want to say?

Rich (17:15):
I think it also goes back to traditionally especially when we do a lot of work
with purchased services and the benchmarking was around purchase
service, it's either a ratio benchmarking bed size or net patient revenues. This
is your size, this is your opportunity where they look at it from the contract
hasn't been sourced in or category hasn't been sourced in let's say five years
so it should be about a 10% opportunity. Or if there's three vendors in a space,
if you consolidate, you're going to say 15%. So those are the things that have
been traditionally out there as far as opportunities for health systems to lower
costs. But those strategies don't work anymore, I mean we're hearing it.
Specifically we heard our client a month or so ago he said, "I would've
normally put 15% on this because we haven't sourced it in three years." But I
just don't know anymore, and I just need to understand what our costs are
and be able to drive to the best pricing and I just don't have that data. We
talked about it earlier, a lot of the sourcing team but also the frontline folks
too.

Rich (18:14):
So it always goes back to the line-item analytics, right? So the invoice details
are super important to be able to build the baseline and understand where
the cost drivers are and then to be able to negotiate and Bryan, mentioned
utilization. Obviously, there's a lot of opportunity in utilization now and it's not
just pricing. In some cases we're saving our clients 60, 70% of the total spend
for a vendor because they're not using them properly. There wasn't things
that were set up that weren't even being utilized and that wouldn't be
identified on just a contract review on just a 12-month spend report from the
vendor. These are the things that you would get from the invoices and
working with the stakeholders and understanding and diving into each one
of those applications you'll figure out okay, well we don't need these. Why are
we even paying for these? And that's where a lot of the cost savings came
over the last year outside of those line-item analytics negotiations.
Lisa (19:08):

https://www.rev.com/transcript-editor/shared/AKM8qvJshScSgPMhaDx8jbKVZYUj1dwqK_px6M7zWcwW3h0QrQVHdO20hA04U9LPJP_THMNzbAuX3NmKBhSWYSjX9uo?loadFrom=DocumentDeeplink&ts=1035.81
https://www.rev.com/transcript-editor/shared/RYRtYRYqpm2y0gmdVbe5QziPNjscdLIRZVewXNeJy15dhQcM-JJGsqPm2Rcx4OgkftP7yoZwqQLx3sxKMsIA4TQvVv4?loadFrom=DocumentDeeplink&ts=1094.7
https://www.rev.com/transcript-editor/shared/0sXQTWYQ5iktwHGcDHvx3uHphI7rblh4DcZemph8RMG8DY3PwJIEB_xSmu5HfUA965iLqtY7t_6J_N953WTgRXXAris?loadFrom=DocumentDeeplink&ts=1148.52


Yeah. It's such a great point about utilization and you guys always are talking
about those efficiencies or unnecessary waste or things like that. It just brings
to mind another example and we've done these over the course of so many
years. So if you were just to look at a chemo dialysis agreement you would for
the most part look at one-on-one, two-on-ones. But if you didn't look at the
invoice details and you look at utilization, you wouldn't see delayed start
times. You wouldn't see all those inefficiencies and so many times this year
we've looked at okay, delayed start times for hemodialysis. Because they're
outsourced so their vendors, suppliers are going to have to wait and then we
find out well the patient didn't need... Or it was a transport issue or all these
other issues and then overall it's increased the costs for the services by 30%
overall and you don't get additional reimbursement for that. And so you
wouldn't see delayed case start, you wouldn't see all the other as many other
extra costs on just a contract review. So just reviewing contracts you lose so
much opportunity.

Bryan (20:17):
That's a great point. There was an agreement for medical waste that we're
looking at this year and if you would've just given me the contract and I
reviewed it, I would've told you this is a phenomenal contract. But then you
get into the usage and the data, and you see the available rate structures
that are in the contract, you see how they're applied to different accounts
and they're just completely inappropriate. So you have large volume sites
paying the same as small volume sites, so volume discounting not present.
So you could look at a contract and you could look at a rate structure and
think this is a really best-in-class contract. But without the invoice details and
the utilization and some understanding behind the service. It may just
actually be completely inappropriate in terms of contracting and negotiating
the rates in that case isn't going to get you anywhere. You have to negotiate
how the rates are being applied to what accounts and under what
circumstances and then that's how you drive the 30, 40% savings.

Bryan (21:16):
So to Rich's, point you really need to have a full understanding of all of the
data, all the usage or you can't really effectively contract.
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Pandu (21:25):
Yeah. And I think part of the reason why it's such a challenge for the hospitals
is because you have the internal stakeholders that are in silos. So you might
have a vendor that's constantly merging with other vendors, and it becomes
a large company and they have all these service lines and you have directors
that are looking at specific service lines that are not communicating with
each other. So when they're not communicating with each other, you're
negotiating a piece of the entire contract year over year and you're not
capturing the full utilization especially when you don't have the invoice
line-item details which are so important for those negotiations. So I think
that contributes a lot to missed opportunities and that ties in with a number
of different things that we talked about like the level of experience that you
see in the hospitals and the need for experience and lower turnover that
allows for those more out of the box creative reviews that need to be done
especially now in 2023.

Pandu (22:20):
Which kind of ties into what I thought was most surprising and that same
exact example that you brought up Lisa, was the one that I was going to
bring up was we had a hospital and they had been building a new software
with a vendor and it was for customer identity and access management. And
basically, they had spent over half a million dollars on implementation costs
and it was like a short term, it was a two to three year agreement and they
were paying over half a million dollars a year for it. And then once we started
reviewing it in year three and we realized that they didn't even go live with
the software, and I think someone said it best. It was software on a shelf
where there was no value whatsoever to the software after paying millions of
dollars in costs and part of that was due to the root cause which Rich, had
brought up and there was a director at the time that had started the
negotiations.

Pandu (23:13):
He wasn't with the hospital anymore and there wasn't anyone else with that
experience that could go in and take over and keep track of that, so I think
that was really important. There's such a high level of disagreement between
hospitals and vendors coming out of COVID where vendors seemed like
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they're really stepping up and being good partners and they kind of
transitioned into “well, we helped you out. Now we need to raise costs
because inflation's really high” which to an extent makes sense but from
what we've seen in a lot of cases it doesn't. So I just wanted to give that one
example because I think I'm seeing more andmore where hospitals are
looking to really understand the relationships more than they are just the
cost. They need to make sure that if they're going to be with someone
long-term, that they're a good partner to them.

Lisa (23:59):
I love that what you said was, again this is constant theme of during COVID a
lot of the vendors and suppliers had stepped up and helped out more and
that's really important and we're also in healthcare. Right? I mean those
things are going to happen whether natural disasters or in that case a
pandemic. We all need to think about the industry we're in and those
situations are going to happen and how as we're all supporting the hospitals,
we got to be part of that contribution as well. But I also feel like those
relationships got stretched so long it was like, I did a favor for you and that
favor's going to last now until 50 years from now.

Pandu (24:41):
Yeah, absolutely.

Lisa (24:45):
And it's like okay, we get it. It's three years later, now let's kind of reset or
re-establish and that doesn't mean the hospital's got to continually pay for
that, going forward there's got to be an end to it. So I think you're bringing up
a good point, Pandu.
So I guess it's my turn now. So I think what everybody said is so true, I think
there's a lot. Frankly there were so many surprises to me, and I wanted to
think about something from a different perspective and a lot of the teams
and the directors and sourcing that we're working with, everybody gets
savings goals and that's something we've seen over the course of the years.
Everyone gets a cost savings goal and they're driving to that, and I think the
thing that surprised me this year and we've all talked about it and it's
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probably a little sensitive. So I will approach it from a sensitive perspective, is
that once hospitals have hit those savings goals in the department
everything kind of seems to stop. Right? In terms of savings.

Lisa (25:48):
And so let's say the hospitals hit their savings goals in September, we do see...
And we've seen it every year for years and years and years it slows up, unless
the initiatives are driven let's say by say a CFO or someone there. Right?
They're like, "Keep on going, keep on going." And I think that surprised me
this year and I would've thought that everybody with all the losses and all the
issues would've just continued to put their focus and would've just continued
to drive, drive, drive right until the end of the year. Let's get as much as
possible and I know that whether it's goals or incentives, they do drive
behavior and outcomes and so maybe hospitals and leaders need to think of
two tiered on this like a goal and a stretch goal. I think for me I was surprised
to see the let up considering all the losses in hospitals in the…. I was surprised
to not see like listen we got to forget my goal, I got to surpass my goal. So for
me that was a big surprise.

Rich (26:49):
Yeah, it's interesting. I was just thinking of that as well and I think there's
another side of it too where I think organizations need to really look or
reconsider how they're setting up their goals. Right? So obviously there's
always been an emphasis on cost savings, which is super important. Right?
Run rate savings. But a lot of times they de-emphasize what they consider
cost avoidance. But the cost avoidance, if you're getting a cost increase or if
there's some sort of unplanned budget cost that supply chain sourcing,
stakeholders, internal stakeholders are able to mitigate or eliminate they're
not really getting that as a... Not really counting towards their overall goals in
a lot of cases where it's like it's a lesser percentage even though that would've
impacted the organization. Right? And we also see it on the front end when,
right? So these new agreements are set up and again because it's
deemphasized because it's considered new and there's really not a run rate.
Then they're not necessarily putting the time and energy into the
negotiation that they would something that's reoccurring.
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Rich (27:49):
Because when they look at their goals they're saying, "I'm going to hit my
goals if I get a better number here. This one's going to be a cost of going, so
I'm just going to get through it." But if you don't negotiate the best deal
upfront on a net new agreement you lose that ability to reduce fees and
rates, not only on that term but on future terms as well.

Lisa (28:10):
It has a recurring impact, that one may be a really bad decision because it
has many years of impact and that's a great point. Sorry to kind of jump in
there.

Rich (28:23):
Yeah, exactly. So let's say you leave 10% on the table because it's something.
Right? All right, but regardless even if you get that 10% or not it doesn't really
count towards your goals. So the organization's now paying 10% higher and
then when it comes up to renewal the vendors are like, "Well, you agreed to
this." And then you can't get that 10% back or it's a lot more challenging to
get the 10% back. Because then we've come in cases and we've said, "Well the
original contract was set up, you got a 50% discount, you really should have
gotten a 60% discount." And then we're trying to negotiate off of that five
years later where we're successful in some ways getting some off, but the
organization just lost five years of that 10% every year.

Lisa (29:01):
Cumulative losses.

Pandu (29:03):
Yeah. That compounds even more now because it seems like there's kind of a
push to longer term agreements to lock in those rates, so that makes
complete sense.
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Lisa (29:12):
And so if you're a leader they need to think about what they incentivize in
terms of savings or kind of look at it with a lot more detail or nuance because
it's just broad base, it's just a secure savings. But to your point, the net new
might need a lot more rigor and might have a bigger impact. But because it
doesn't go to the goals and it goes to bonuses, it does get minimized and we
see that often. I mean, we're really surprised. I mean I think all of us have seen
it, right?

Pandu (29:42):
Yeah.

Rich (29:42):
Well, I mean it's inherent. You set up essentially say a game, right? Here are
the rules, follow the rules, these are the specifics, and this is how you're going
to meet your goals and if you do anything outside of it thank you but it
doesn't count towards your goals. I mean most people are going to be all
right, I'm going to make sure I meet all my goals and if I can do these other
things for the better of the company. I will but I'm going to meet my goals
first. So the priorities are going to be the ones that are going to drive towards
that goal versus these other ones that might not be taken into consideration.

Lisa (30:15):
Right. It'll be just good enough, right? And good is the enemy of great. Bryan,
you were going to say something.

Bryan (30:21):
Oh, yeah. I mean we've all heard it very often where clients may say
something to the extent of well if it's not in the budget then we can't count it
as savings. So if it's not reducing the budget, we can't count it as savings and
it's just misaligned incentives. Because for Rich's, point if you are working for
the vendor and you are in sales the more you sell the more you make, they're
never going to stop selling. But on the client side you're limited to just
reducing budgeted expenses, that's it and then once you hit your goal to
your point Lisa, why am I going to do more of this quarter? I've hit my goal. If
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I close a project now, it doesn't do anything for me but if I close it next month
it helps memeet my goal next quarter. So then you're actually incentivizing
behavior to push off projects, to delay cost savings because people are going
to look for their own job safety before anything else.

Lisa (31:12):
It's so true. So many projects and you think about howmany times have we...
Like you said you're going to protect their job, one way to protect a position. I
know this again is an interesting take on this, but I think there's a little bit of
opportunity for hospitals to really put in new ways of thinking and have these
stretch goals. I think there's the opportunity and like you said, Bryan, so if
we've hit our goal for this year and listen, I hear it a lot in all different rounds
of this whole outside healthcare, inside healthcare, they want to punt it to
next year. Like, "Oh, well let's roll that over. Let's hold back and roll it over." And
in all aspects, I hear it and it's like wow. I remember once we were working
with this health system, and we had a big, big, big audacious goal. It was like
7.5 million in savings in two years after we had taken out all the savings and I
remember sitting with Rich and Rich, was just looking at me like I don't know
Lisa.

Lisa (32:11):
I remember even Bryan and Pandu, you guys all know who the customer is,
and we were like, "Could we do this?" They're not necessarily huge and then
we had a stretch goal of 10 million in two years which I think all of us thought
it's not happening. But we were going to really push for it, right? I mean
obviously we were brought in, we were incentivized to push, push, push but
we thought it was really going to be probably maybe not attainable. So we
ended up hitting the $10 million in 13 months, I think to all of our surprise.
Right? And I had the opportunity to interview everybody on that team. It was
about 10 people internally at that health system and I think the one was my
first question, "Wat did you think when this $10 million in cost savings goal
was set forth?" And everybody was just like, "Oh, I thought it was crazy. There
was no way." And virtually everybody that was there, all their first answer and
even the CFO said the same thing and she had so many wise things to say.
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Lisa (33:10):
But she really said, "It really gets you to think it was so uncomfortable. People
are afraid to put those big goals because I guess what if you fail?" Right? You
don't hit them, it seems like a failure. But it really got her to think differently
about how even pushing, making ourselves so uncomfortable and how we
probably should be doing more of that not less of it. So I say all that, that was
the biggest surprising thing for me in 2023 that I continue to see that and I
think we for 2024 that needs to be really like how do you drive that behavior
differently?
So Richard, your predictions for this year 2024. What are your predictions as it
relates to hospital cost savings?

Rich (33:55):
Obviously, AI is being talked about a lot and we're really starting to see some
of the first steps and some of our clients recently worked for an IT call center
and the AI functionality is going to really take the initial call desks. So this way
it eliminates a lot of the costs that would be going to this third party that
they were outsourcing. Then what happens is then the remaining calls are
more complicated and take longer. So it's actually going to cost the vendor
more to support the call centers because all the quick calls that could be
taken with them that they're doing now are going to be eliminated by AI. So
there's a lot of these disruptions that are going to happen within healthcare,
it's coming it's just a matter of when and how quickly but we're definitely
going to see them. I mean it's going to be patient financial services,
transcription language services. There's a lot of these different that you could
see it's going to impact and then there's going to be a lot that we don't know
it's coming.

Rich (34:50):
But it's one of those where from an organization standpoint, negotiating
contracts now, like if there is some pending or soon to be released AI
functionality in certain areas, they really should know about it. Because if
they're putting a five-year contract in place and there's a replacement lesser
cost AI functionality, they would really need to know that beforehand going
in because the vendors would probably know that… Right?
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Lisa (35:19):
I have to just kind of interrupt you and I don't mean to, but that's just a
brilliant point and again didn't know how anyone was going to answer and
so that was really interesting. So I thought you were going, which you are
going down the point of how AI is going to impact all of our contracts, our
services and healthcare. But yeah, the nuance is every single vendor's
working on AI in some sort of way back office they’re doing it to lower their
costs, which is a big part of it. So are they passing those costs on? But to your
point is, are they coming out with something new that they know is coming
out in six months or eight months and here they're drafting these long-term
agreements and those may not be in the best interest of the hospital. So
should hospitals be putting that upfront saying is there an AI component of
your service that's coming out that we should be aware of? Right? That's a
great point, Rich.

Rich (36:11):
Right. And just have it as just any type of... When we have our stakeholder
calls, we would want to understand that. Right? It could be something that's
immediate or it's in the long term, but at least we understand, and they
understand that this could be impacting. Right?
You know the other one that came to mind kind of on the AI side is, that
actually might benefit from accelerate a lot of the contract negotiations
which we've seen. The biggest delay a lot of times is on the legal review, so
you have to imagine that if there's an AI component there which would be a
lot less expensive than a lawyer reviewing the contracts that could accelerate
a lot of the different negotiations. Because a lot of times you're in a hurry,
hurry, hurry and then it's all right, well we have to wait a month before we get
the contract back from legal. So there could be some form of a sourcing
standpoint, that one came to mind like how could that be impacting or
could be eventually impacting the turnaround times of these contracts?

Lisa (37:05):
I think there's a couple of companies working on that and that's a great
point. Right? If you could have an AI functionality for contract review sitting
and sourcing as the majority of it and then things that are a little more
complex and you overlay that with kind of human intelligence. Yeah. I mean
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this week Google released Gemini; I don't know if you've seen. It's really
interesting and is really better than supposedly Open, ChatGPT and they
probably will be muchmore expansive Gemini. So I think to your point is I
tested it out a little bit this morning, played around a little bit with ChatGPT.
It's interesting and I just tested it out and it's pretty powerful, so I think there's
definitely ways that they'll help back office that we need to think about in
contracting and how do you use that in a way that it gets those manual tasks
similar to what we do on the invoice ROI side.

Lisa (38:06):
So if you think about it back in 2017, we were really kind of ahead of that AI
machine learning, recognizing that OCR could be used in a way to extract
invoice details for a big problem purchased services side. So that took all that
manual labor off we were doing and now we get to really kind of utilize that
for our clients and our clients get to use it, but I think there's going to be a lot
of opportunity. I love that you answered that way, Rich. That's really awesome,
I think there's probably things I can't even imagine right now. But we should
be talking about that in terms of the contracting and asking more questions.
Bryan, what are your predictions for this year in terms of hospital cost
savings?

Bryan (38:48):
Yeah. So I think that cost savings teams at the hospitals have to just
anticipate hearing no from the vendors more than ever. I think we heard it
last year.

Lisa (38:57):
You're still on this no theme, Bryan.

Bryan (39:00):
Yeah, I think it's really important. Because I think it's kind of a paradigm shift
where supply chain used to come into these initiatives with either some level
of benchmarking or cost savings goal and sort of bluff a little bit. "Give us this
price or else." And now the vendors are just saying, "Okay. Well no, what's the
“or else?" And then it became a question of are we going to look into the “or
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else” then? Are we going to go talk to stakeholders? Can we really move it?
Can we impact this or impact change? But I think nowmore than ever
moving into the new year, you really have to be prepared from the start. You
have to get that engagement and think critically about how serious you are
taking on a category, get with those stakeholders and really get that
engagement and come up with a plan. Because you need to anticipate that
they're going to say no and then you have to know what “or else” is and you
have to have some teeth behind it or it's just not going to work.

Lisa (39:56):
Yes, and just for the listeners. I think Bryan, had a lot of no's this year, he
needs some therapy for the no's he's had. No, I'm kidding. We negotiate
literally thousands of agreements every year and this was the year of a little
bit of more no's. But we made our way through I would say the vast majority
of them, some of them very few became true no's. But Bryan, it's a good
point. Right? So we have to assume there will be more no's and so if that's
going to be the case as your hospitals are putting together sourcing plans,
then they have to really either expect then a cost increase. Or expect it and
just say okay we're just going to do a renewal or really kind of have a plan and
maybe think about these alternatives and it's going to require more work.
Right? And so how are they going to get resources then to put these RFPs
out to really be ready for a shift or a change? And I think that's a really good
point and some of these categories don't like change.

Lisa (41:00):
They're a big change that they require multi departments, but sometimes it's
important that you kind of have to then plan for we might be making some
big changes. Listen, it's only going to need to happen a few times before the
vendors see it entirely like, "Oh, wait a minute. They made that change, they
made that change, they mean business." It's not going to take too many
times, but it's a really good perspective.
I also think that... I know sole source is... We like sole source, we think there's
aggregate discounts, there's reasons why. I just think that having a backup
and a backup strategy, not just for the pandemic or any kind of issues. But
generally speaking I think having a number two in some way, shape or form
makes a whole lot of sense too. I think that might be a nice way to come
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back, because then you can make the shifts like okay. I mean you can't do it
in all categories but probably most of them, I mean like okay slowly move
those volumes. Right? I think hospitals got to take control.

Bryan (42:00):
Yeah, absolutely. And then ahead of these initiatives they have to just invest in
methods to make sure that they have transparency in the cost. That they're
getting data, getting details that they can ensure contract compliance and
making sure that they have access to goodmarket data. So I think kind of
coming to an end of days where you can come in initiatives and say we're just
going to target 10% and kind of throw our weight around. I think those days
are ending and you need to come into the initiatives anticipating more of an
assertive and prepared response from your vendors. So you need to be
prepared with data, you need to be armed with resources and you need to
have a good plan coming into these larger initiatives. Because I just see more
andmore of the strategy of what's let's go in and negotiate 10%, I think those
days are really coming to an end.

Lisa (42:49):
Yeah. So I'm going to go out of order because I think it... We'll save the best for
last Pandu, for these I'll go out of order. My prediction for this year as it relates
to 2024 because it talks about data. So I read this quote, and I really loved it,
"If you're not in the business of data you're not in business." And I actually
think it's data, data, data for 2024. Right? Using data with brave new
strategies versus being reactive in your decision-making. So I think that while
we've had some advances in hospitals being your supply chain or spend data,
I think there's been somemovement on how we look at data. I think there's
still a big quantum leap in the discipline of data. Anything, in department
sourcing, how do we look at spend data from a real monthly approach?
Line-item approach? It is going to require either an investment or resources,
but I actually think that's the easiest part. I think the hardest part is the
change, it's actually putting in that data discipline andmetrics and all those
things in place.

Lisa (43:57):

https://www.rev.com/transcript-editor/shared/qstiAcDXKp__MDpLU9mLriwtETqfDohrPwtkrIBFL4yF9LZNu-4oWd3d37LEkrUKEv3wUNeGFz6JnFlsmRBQT25fCi4?loadFrom=DocumentDeeplink&ts=2520.57
https://www.rev.com/transcript-editor/shared/OLS-iYygagwQL8ype4BWeRD5oBZtvU-Eb-nZhvZ9_61565-FdH-SX81wsI0r5IhiA7r8b7zXNbYE34XaDhBBT4aCk8g?loadFrom=DocumentDeeplink&ts=2569.32
https://www.rev.com/transcript-editor/shared/ecTtvYpW75LqToc0Q1QvrIMz9uWpHxkCPWfhgIrmhjzDDJUZ_QrF7-4Z779D2Zog6qv9bVwQSGCsjqELUAICGzLBfXI?loadFrom=DocumentDeeplink&ts=2637.9


I think that's the harder component, but I just think there's so muchmoney
available to hospitals if they just really had a spend data strategy. What's your
spend data strategy? So that for me is the prediction for 2024 is it's all about
data. So Pandu, I'll hand it off to you. What's your projection?

Pandu (44:20):
Yeah. Andmine kind of ties in with a lot of what we just talked about. But I
think that I can just feel the frustration from some of the hospitals over the
past year in their negotiations and discussions and I think they're going to be
a little more aggressive on their cost savings initiatives. So really looking to
move away from the incumbents to new providers and the challenge is the
lack of resources, time or employees. But I think kind of like we were talking
about with AI, I think AI has the ability to synthesize all that data. Which will
kind of take the tedious work that they need to do away from them so they
can kind of focus on more productive tasks and allow them to do that
transition a little bit better. As an example, on the pharmacy side there's lots
of rules and regulations with the government. With AI you have the ability to
take that information, those government regulations that are constantly
changing and evaluate it a lot quicker and you don't have to have multiple
people doing it in order to make that transition.

Pandu (45:16):
So the ability to make decisions quicker so you'll be able to reduce your costs,
find new partnerships that are more favorable upfront and then kind of just
let the incumbents know that they need to be aware, and they need to do a
little bit better to favor the hospitals.

Lisa (45:32):
I love that, it's true. You kind of do feel the frustration with hospitals too this
year. That has been a theme in a lot of these initiatives, it's a great point
Pandu.
So we're going to do a little bit of speed podcasting just to get in a couple
more things I think are important and we're going to have a couple more
episodes as we continue in 2024. But I know there were a couple quick
topics, so we're just going to do them really quickly. So Pandu, I'm going to
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stay with you. I know I also had to asked what questions do you think we also
could answer, but I'm going to have you answer this one. You had thought
about what should a hospital look for in an efficient supply chain? And I know
you've been kind of talking about that a little bit, but can you just give
everybody an overview of that?

Pandu (46:17):
Yeah, just really high level and I think there's a few points. The biggest thing is
just communication between internal stakeholders, we see a lot of times
where you're working on an initiative it's a large vendor and there's just
multiple services coming through. We talked about it a little bit, and you
have two different people working on essentially the same initiative but
they're looking at two different aspects of the initiative. So they're not aligned,
they're not communicating and they're kind of just looking after their own
goals and I think that needs to change. I think a formal process that then
needs to be put in place is going to help make that change. So having a
written checklist with things that you need to evaluate, a list of questions that
you're constantly asking, and you have to ask on every initiative and then the
timeline to completion. So that everyone's aware of when things need to be
done so that they have time to collaborate with each other.

Pandu (47:07):
And then in addition just organization. Having a repository of all of the
contracts that you've worked on in the past, all of the data, all of the
utilization reports that you should be requesting as a part of that checklist
and then commitments or notes that you're making now when you're
negotiating a contract. So you can look back on it a year or two years or five
years down the road, which will make your renewal process a little bit easier.
So I think there's so muchmore, but I just wanted to keep that high level.

Lisa (47:38):
Yeah, that's great. I love that you were able to provide that information, it's
really, really important.
And Rich, you brought something up about mergers. And so I think it'd be
nice if you kind of can go through this quickly for our listeners. But with
health systems continuing to grow throughmergers, what are some of the
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costs that get missed that should be addressed quickly or will negatively
impact the bottom line? So I'll let you answer that.

Rich (48:04):
It really comes down to a lot of the health systems, they're pooling that
money together, the buying power. So you would think they're getting the
best pricing and a lot of times we've seen our clients and some of the larger
health systems, they're not getting the best pricing, they're not even getting
even average pricing. And a lot of the times it's because the contracts are so
complicated, the services are so different and unique by location that to kind
of put everything together it doesn't mesh. Right? So they're trying to fit
everything together as quickly as possible when a lot of times these things
are not aligned. Right? So like food nutrition services or EVS or medical gases.
It's just how are they winding up and how quickly they can line up these
different services from even sometimes the same vendor but competing
vendors as well. Without that, we've come to it again the line-item analytics
and really that contract mapping. Right? So it's a combination of both the
line-item analytics, the contract mapping by location. The quicker they can
do that, the more money they save.

Rich (49:04):
Even if they line up these contracts, most of the time they're not getting the
best value. So it's really how quickly they can do that, even though they're so
big and they have this buying power a lot of times like I said they're not
getting the best rates.

Lisa (49:16):
Yeah. I love that, and I'm going to... We probably have a whole podcast about
that because there's been so many mergers and I think we've come in
either... It would be best if it came in on the front and in which those work
really well and we're able to get all those reviews in place. But even a year, two
years, even three years out, we're like, "Wait a minute? There's opportunities
there." There's not an alignment after the merger. So I actually think there's a
big opportunity there, Rich. So it was a great question.
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Bryan, you did not submit a separate question beyond the two but I'll just put
you on the spot a little bit. Is there anything you'd like to say as we wrap up
our 100th episode?

Bryan (49:55):
No. Just happy to be part of it and happy to be part of this team and I know I
kind of brought the doom and gloom to the conversation today. But despite
of all that, we actually over 2023 brought more cost savings to our clients
than any other year.

Lisa (50:11):
We have.

Bryan (50:12):
In my experience here. So I think there's always going to be challenges and
we just have to continue to evolve and bring value to our clients and
organizations. So happy to be a part of this discussion and be part of this
team and wish everybody the best of luck as they start their cost savings
goals and initiatives in the new year.

Lisa (50:31):
Yeah, thank you, Bryan. And I think it's really true, 2023 did mark for us as the
VIE Healthcare SpendMend company the year that we deliver the most cost
savings and I think that's just a perfect way to end that 100th episode. And
thank you for being here all the listeners and Rich, Bryan, and Pandu, part of
the world's best healthcare supply chain team that I could work with but
even others have worked with. We get so many hospitals that complement
our team and you guys and just the caring and the mission that goes behind
how you deliver savings and that's really important.
So thank you, we're going to do this again soon. Let's have a landmark 2024.

Speaker (51:20):
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Thanks for listening to the Healthcare Leadership Experience podcast, we
hope you've enjoyed this episode. If you're interested in learning new
strategies, best practices and ideas to utilize in your career and healthcare
organization. Check out our website at the
healthcareleadershipexperience.com.
And oh yeah, don't forget to rate and review us and be sure to join Lisa and
Jim, next time on the Healthcare Leadership Experience podcast. Thanks
again for listening.
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