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THE HEALTHCARE INDUSTRY MUST IDENTIFY
AND STOCKPILE SPECIFIC CATEGORIES
OF CRITICAL SUPPLIES
By Michael DeLuca, EVP of Operations; Prodigo Solutions

The COVID-19 pandemic is not simply a public health crisis. It is also a logistical 
crisis – one that has tragically exposed weaknesses in the healthcare supply 
chain that have cost lives and forced the industry to re-evaluate many of its 
standard operating practices.

Over the years, the healthcare industry became 
overly reliant on a just-in-time delivery model that 
helped cash-strapped healthcare systems trim 
costs. The system had its benefits: It kept 
operating costs low, while still allowing hospitals 
to operate efficiently and order medical supplies
when needed.

This approach – which placed a priority on driving 
down inventory-related expenses – was applied across health systems for all 
medical supplies and mirrored best-in-class inventory and fulfillment practices 
of Fortune 100 Manufacturers. 

While the just-in-time model worked well for many years, the industry became 
overly-reliant on it and applied it too broadly – even as several glaring risk 
factors were ignored. This year, many hospitals have had to re-evaluate this 
model in real time as they adjusted purchasing models. After our nation 
emerges from the COVID-19 crisis, it will be critical for the industry to step back 
and re-evaluate past practices so that the industry is better prepared for the 
future.

The flaw of this model was exposed when COVID-19 patients began to flood 
hospitals in April and May and hospitals had to compete with each other and 
with the general public as everyone tried to get their hands on personal 
protective equipment (PPE) such as N95 masks, gloves and face-shields that, 
over time, had been outsourced to China.
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At the height of the pandemic we saw backorder rates across our client base 
increase by 72% -- and then remain high throughout the summer months. 
Backorders didn’t return to normal levels until September, six months after they 
spiked. As PPE became scarce in March, we also saw a 49% increase in ad-
hoc special requests for PPE related supplies which resulted in higher costs 
and increased product compliance risk for our hospital customers. 

Sadly, our industry had plenty of recent warnings – from the spread of the 
H1N1 virus during the 2009-2010 flu season, to the Ebola outbreak in West 
Africa from 2014 to 2016. 

But the H1N1 pandemic was never as deadly as feared and the Ebola 
outbreak didn’t gain a foothold in North America – meaning the healthcare 
industry was never forced to respond in a meaningful way to address its 
supply chain challenges.

The COVID-19 global pandemic, in contrast, has hit our country much harder. 
The U.S. death toll for COVID-19 has topped 250,000, and some projections 
show another 200,000 Americans dying by the spring. This grim reality means 
the healthcare industry no longer has any choice but to apply the painful 
lessons we have learned and pivot to a more thoughtful and strategic 
approach to supply chain management and demand planning.

Many issues have contributed to the nation’s death toll. But as we emerge 
from the crisis, it has become clear that hospitals must strategically evaluate 
the medical supplies and PPE used by healthcare providers to identify 
categories of supplies that are critical in a widespread public health 
emergency like COVID-19.

The Federal Emergency Management 
System has asked hospitals to have at 
least a 90-day supply on hand for 
supplies such as masks, face-shields, 
gloves, and isolation gowns.

Hospitals should view the federal guidance as a starting point; however, we 
also recognize that this results in added costs that are especially difficult for 
smaller hospitals to absorb. Developing a plan that forecasts demand for PPE 
with appropriate surge capacity will be different for each hospital and region 
based on their utilization rate and projected patient case load in the 
second wave.
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The Centers for Disease Control and Prevention has developed a helpful
Burn Rate Calculator to help hospitals calculate their average PPE 
consumption rate or “burn rate.”

Maintaining a more strategic level of preparedness will require a long-term 
commitment from healthcare systems, medical supply distributors, 
manufacturers, and the federal government. For some supplies, such as 
masks, our industry might have to sacrifice profit margins to support domestic 
manufacturing in the United States rather than overseas.

We know there is a financial burden. It will take money to buy these supplies, 
manage the inventory and replace inventory as it expires. Larger hospital 
systems will have an easier time paying for and managing this inventory than 
smaller hospitals.

However, some creative solutions are available. Some smaller hospitals have 
started to work with rival hospital systems to secure joint storage space. We 
are hopeful that this creative, collaborative spirit continues well after our 
nation gets COVID-19 under control.

To be sure, the healthcare industry will be studying 2020 for years to come and 
applying the lessons of the COVID-19 response to future planning. But a lot 
has been learned already. 

Perhaps the most important lesson is this: Every industry must be ready for 
unprecedented supply chain disruptions and have systems and processes in 
place that are flexible enough to adapt in real time to a completely different 
business environment. 

--By Michael DeLuca, EVP of Operations; Prodigo Solutions

ABOUT PRODIGO SOLUTIONS
Prodigo Solutions is a healthcare technology company that improves 
provider’s financial control and reduces supply chain cost. Prodigo Solutions’ 
savings technology has been developed by healthcare supply chain experts 
to deliver tangible results across a continuum of care. Customers who use our 
systems purchase more than $17 billion annually for the more than 600 
hospitals they operate.
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