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● Disclosures relevant to this presentation
○ Major Shareholder: DOCSI, Inc.
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● Hopefully laugh a bit!
● Learn about the scope of preference 

card / supply chain related 
inefficiencies in the US procedural 
space

● Review evidence-based approaches to 
supply chain cost reduction through
preference card optimization

● Take away some practical
recommendations for accomplishing
the above

What we’re going to do…
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A bit about my story…
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● But why is this orthopedic surgeon talking 
about preference cards?

1. Frustration about not having what I needed
2. Frustration about having what I didn’t need
3. Frustration about the $$$ of #’s 1. and 2.
4. Frustration about staff stressing about #’s 1., 2. and 3.

● Basically, we often function in a system that 
doesn’t work well for surgeons, OR staff or 
administrators

A bit about my story…
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How expensive is this problem?
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causes significant

$5 Billion
Procedural Materials 

Waste

Inefficient Management of Surgeon Preference Items

Material & Labor Expense

Missed Revenue Opportunities
and



● How focused should 
we be on cost 
containment?
○ It’s not just a hospital 

problem

● Mean CPM (2014 USD)
○ $36.50
○ Implants excluded
○ Anesthesia, radiology, 

pathology and blood 
product cost centers 
excluded

Let’s talk about cost for a bit…

7

Ambulatory costs acceleration > 

hospital-based



● Cost breakdown of average CPM in 
ASC’s
○ 60% direct expense (vs. 54% for 

hospitals)
■ 14% attributable to consumables 

/ unbillable supplies
■ 65% attributable to labor 

● But that was then…this is now…and 
the times they are a-changin’
○ Direct, variable expenses will continue 

to accelerate for the foreseeable future

Let’s talk about cost for a bit…
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How broad is this problem?
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Clinical care
• Prolonged case times

• Increased SSI risk

• Missing, vital implants / 

disposables

It’s not just a supply chain issue…

Clinical staff
• Excessive pick / restock

• Intraoperative “run for it”

• Stress / burnout / turnover

Supply expense
• Opened, not-used

• Excessive held

• PAR level inaccuracies



Does preference item optimization work? You betcha.
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Corporate Consulting Peer-Reviewed Literature



Does preference item optimization work? You betcha.
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Mandatory, Standardized 
“Procedure Card”: 67%

Optional, 
Standardized 

“Procedure Card”: 
32%

Utilization-
Based 

Optimization: 
9%-12%

Provider 
Review:

2-3% Percentages represent expense 

reduction from supplies purchased pre-

/ post-study period (disposables only)



Indirect costs associated with preference card inefficiency can be substantial, but more 
challenging to quantify

The Known Unknowns…
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Case Picking Re-stocking Sterile (Re)Processing

https://files.slack.com/files-pri/T011PFV4CBA-F044JP9DA7M/img_2194.jpg


Take a deep breath…
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A View of the Supply Spend Lifecycle
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How We Target the Supply Spend Lifecycle
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Impact Categories and Associated Cost-Drivers (I)
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Savings Type 

(Direct / Indirect)

Driver

Direct Decrease in used/wasted item supply expense

Direct Decrease in number of items damaged / lost during 

picking / restocking

Direct Decrease in number of expired items / overstock

Indirect Decrease in picking labor expense

Indirect Decrease in restocking labor expense

Indirect Decrease in case set-up time / case turnover time

Indirect Decrease in Sterile Processing Expense for 

instruments and trays

Direct / Indirect Improvement in accuracy and timeliness of procedural 

inventory demand signal

REVENUE Potential revenue opportunity by facilitating increased 

case volume from decreased case set-up / turnover 

time

Absolute and/or relative reduction 

in card content

• Utilization-based optimization

• Standardization



● Scheinker et al.
○ Time-series linear regression based on 

historical utilization data and current 
preference card status

○ Optimized open/held quantities
○ 8.4% savings on supplies (21.6% if control 

group deficit considered)

● Schmidt et al.
○ Elimination of all held items from pick list
○ 9.1% savings on supplies ($1.45M/year for one 

hospital)
○ No effect on time per case

Impact Categories and Associated Cost-Drivers (I)
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DOCSI’s Aggregate Card Carry Impact
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Fewer supplies purchased

Fewer SKUs stored

Fewer items expired

Fewer items wasted

Fewer items restocked
9,801

Fewer annual items picked

$268k / $2.19m

Annual card carry reduction

12%
Card cost reduction 

(across all pilot surgeons)



Optimization of card content

● Item swaps

● Standardization

Impact Categories and Associated Cost-Drivers (II)
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Savings Type 

(Direct / 

Indirect)

Driver

Direct Transition to lower cost, alternative items

Direct Reduction in overall SKU count/variation (lower 

total spend)

Direct / 

Indirect

Reduction in clinical variation – movement towards 

standardized card, the “procedure card”

REVENUE Potential revenue opportunity via rebates achieved 

by hitting preferred manufacturer spend thresholds



● Skarda et al.
○ Creation of (universal) procedure card for 

laparoscopic appendectomy
○ 68% reduction in supply cost
○ Paired with incorporation of cost-weighted 

best alternative supplies
○ Has been scaled to additional procedures
○ Most significant effect on most expensive 

surgeon 

● Simon et al.
○ Creation of optional (universal) procedure card 

for laparoscopic cholecystectomy
○ 32% reduction in supply cost
○ Paired with incorporation of cost-weighted 

best alternative supplies

Impact Categories and Associated Cost-Drivers (II)
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Optimization of Organizational 
Processes

● General improvement in OR efficiency

● Increased provider engagement and 
alignment

● Positive effect on staff morale

Impact Categories and Associated Cost-Drivers (III)
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Savings Type 

(Direct / 

Indirect)

Driver

Direct / 

Indirect

General savings from increased physician 

engagement and process improvement iteration 

facilitated by digital (DOCSI) platform over manual 

review

Indirect Improvement in operational workflows, morale, 

retention, etc., driven by increased staff satisfaction 

with simplified picking, restocking and general case 

preparation processes

REVENUE Potential revenue opportunities via identification of 

items not accurately marked as used, and therefore 

not billed



● Harvey et al.
○ Simple surgeon review of preference cards 

(OB-GYN)
○ 3% reduction in surgical supply cost
○ Increased surgeon awareness
○ Increased staff satisfaction from reduction in 

reusable instrument picking, restocking, 
processing and transport

● Zygourakis et al.
○ 6.54% reduction in surgical supply cost (14% 

when control group deficit included)
○ Monthly scorecard-based, cost benchmarking 

performed
○ 5% cost reduction threshold set for financial 

incentive
○ 5.6x CoC ROI (i.e. “incentives work”)

Impact Categories and Associated Cost-Drivers (III)
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● Take an intentional approach to 
preference card optimization 
with defined, evidence-based 
goals (e.g. 5% total supply cost 
reduction)

● Implement utilization tracking
● Don’t be afraid to eliminate 

items
● Engage surgeons in efforts

Practical Recommendations 
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One Approach  |  Journey Map
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Data Analysis

Site staff reviews and 
confirms recommendations 

with supply chain / 
procurement

Analyzes preference 
cards, case volumes 

and item usage

Pr
ov

id
er

s
Fa

ci
lit

y 
Te

am

Identifies highest 
impact surgeons and 

cards

Facility recommendations 
reviewed by surgeons with 

site staff

Stakeholder Alignment Establishes and executes 
on appropriate cadence 

for preference card 
optimization loop

Facility Team

Sustained Optimization Loop



Another Approach – Moving to the “Procedure Card”  |  Journey Map
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Data Analysis

Procedure card 
implementation

Index analysis to 
determine utilization-
weighted items with 

variance per item
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Reconciliation of utilization-
weighted items with cost-

weighted best alternatives to 
arrive at utility-weighted 

optimal solution

Surgeon engagement-driven 
reconciliation to determine 

best procedure card

Stakeholder Alignment Periodic AI optimization plus 
surgeon engagement-driven 

reconciliation for new 
providers, new vendors, etc.

Facility/Provider Team

Sustained Optimization Loop

Post-hoc, AI-informed 
optimization of 

included/open/held quantities 
driven by utilization-data timer 

series regression



In the end it’s all about alignment…
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Providers

Staff (RN, 
CST, etc.)

Admin/Supply 
Chain



Thank you!
L. Pearce McCarty, III MD, MBA
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