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Abstract. Logistic in healthcare environment used to have a different meaning than in it has in commercial and industrial environments. Economically sustainable care is one hot topic in European Countries as well as in the USA. Over the past twenty years, Logistics is one area where industrial Organizations could get savings as high as 6 percent point in net sales value through process efficiency. Is this kind of saving feasible in healthcare? Which are the peculiarities of hospital logistics? What kind of competences are needed to hospital managers? Which is the best approach to change? In this article we provide an insight into the latest development in Italy and we show that knowledge transfer from business to health organizations is feasible.
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Hospital logistics is not, by itself, complete innovation. The word logistica has been around in the dialect spoken by professionals working in Italian hospitals since at least the past five years. The term is used to indicate, in hospital organizations, two distinct activities: procurement and hospitality services. Logistics in Italian Hospital Trusts very often means the responsibility to design and control such contracts as laundry, canteen, cleaning and housekeeping. At the same moment it may mean the purchasing of surgical and other materials and that set of management activities finalised at handling materials and helping people accessing hospital wards. Up to date, the word logistica accounted for procurement and facility management.
Thanks to this organization some important  skills are now part of the “toolkit” available to Italian hospital managers. This skills include procuring services through auctions and tenders, evaluating the economic efficiency of contracting out services, designing the best organization to include modern procurement.
On the other hand, some questions inevitably arise in the minds of those looking at a hospital or health trust with the sight of logistic professionals.
Where is material handling in a hospital? Who is accountable for materials and warehouse management? How is inventory controlled? How do they manage materials having different usage and turnover? Would it be better to centralize or decentralize inventories? How is picking and packing for materials used in Operating Rooms? What is the planning process like? Does it include material planning? Why the responsibility on pharmaceuticals procurement and handling lies in the hands of pharmacists? The list could go on and on.
When we consider all sides of managing the hospital supply chain we note that, in Italy at least, we tread on unexplored ground.
To better understand the size of the issue it is better to go to its origin. Why is there a need, today more than ever, to introduce logistic management in hospitals?
The Health Service in Italy is managed through the regional level of the Public Administration. Each Region is autonomous in the specifics of the healthcare organization and funding. For some years now, Regional health funding systems have not been linked to the actual costs borne by either public and private accredited hospitals 1. Financing is linked to the volume of healthcare services actually provided in a specific month or year; payment is based on the DRG2 (Diagnosis Related Groups) system. Financing systems which are based on DRG shift the focus of hospital managers from total costs to the structure of production and administrative process that give rise to costs. These relatively new (in terms of time it typically takes large,  public organizations to respond to changes) financing systems that regulate the activities of heath establishments require, therefore, new and efficient methods to manage production and ancillary resources.
Some success cases

Many Hospital Trusts and Health Units3 began responding to the need of balancing costs and revenues by working on the efficiency of the materials planning process.

Policlinico Gemelli in Rome realized a wide-scale project called “Piastra Tecnologica Polifunzionale” that included the realization of new operating rooms. These have been centralized for the whole hospital and are highly configurable, so that each can accommodate a wide range of surgery operations. Not only the infrastructure, but all materials planning and materials handling techniques were redesigned. Bill Of Materials for each specific routine have been designed, materials have been standardized  and a new MRP system helps preparing in advance all materials necessary for the surgery. Operating Rooms are refilled from two warehouses, one on the same floor where common materials are stored and one on a lower level serviced by elevators thereby reducing handling routes and times. This project proved extremely successful in terms of efficiency: Operating Rooms occupancy times have been reduced and OR turnover therefore increased. Another interesting benefit of the project is a cultural one. The organization was gradually changed, new competences were brought in and surgeons and nurses are gradually realizing that they can benefit from the professional support given by logistic experts.
Many Hospital and Health Trusts have outsourced their pharmaceutical and medical supplies warehouses to external companies. Noteworthy cases include ULSS 8 of Asolo, ASL 5 of La Spezia and ASL Viterbo.
A developing scenario

It will be necessary a long organizational and cultural change to get to a point where Health Supply Chains are managed in a seamless and integrated way. Such change is generally believed that should happen mostly within different branches of the Public Administration. As we shall see, much can be done by private organizations and industrial companies.
Hospitals probably display some of the most complex organizational models existing the world over. The main reason is the peculiar nature of the interaction between physicians and surgeons on one side, and hospital managers on the other side. Laws mandates that physicians be accountable for care levels and this autonomy makes it more difficult, in comparison with industrial or more business-oriented organizations, to implement managerial techniques directly affecting the production, or healthcare in this case.
Besides those complexity features typical of the healthcare system, there are some  features shared by other businesses of the service sector. One of them is the generally lower availability of mature, integrated information systems.
Medicine is evolving towards customized care. Genomic therapy and proteomics will lead to tailor-made pharmaceuticals and could therefore require logistic models in which not only medical supplies and drugs but also planning and handling processes are customized for each patient.

More and more hospitals and health establishments are adopting operational models based on the concept of “service”. Ancillary, specialised activities like lab analysis and sterilization are contracted out to third party companies specializing on one of those functions. Such models impact directly on logistic requirements. As in any other network model, the overall performance of the system depends on the seamless integration of all nodes in the network. Medical records, biological samples, sterile kits, all have to be made available quickly and safely on different places of the same town or even farther away locations.
Which way is going to take logistics into Italian hospitals?

Focus on costs is pushing more and more Regional Administrators to consider projects that, by pooling hospitals, can get the critical mass necessary to allow returns in terms of efficiency in the materials handling processes.

Within the single hospital is growing the importance of activities Patient Relationship Management and governing the demand of care. The more hospitals become capable of intercepting the granular healthcare demand, the better they can plan and control the material flows that contribute to satisfy that demand. The more public-and privately- owned hospitals will be able to cooperate in managing their inventories of drugs and medical supplies, the more they are likely to gain advantage from scale economies. The similarity with business environment is striking.
It is possible to get a glimpse of the utmost importance of the human factor. Logistic and managerial education is likely to be one of the major factors to enable change.

But knowledge transfer does not take place only in classrooms. It is a process that happens when people meet with a specific purpose. Meetings between hospital and industrial managers can produce this sort of skill transfer from one sector to another.

Following this line of thinking AILOG, the Italian Logistic Association, initiated coordinated activities that include workshops and seminars on healthcare logistics. Participants to the workgroup come form private and public hospitals as well as from business organizations.

It is necessary that people in charge of planning and managing materials and resources in hospital can get the tools and skills necessary to perform these activities.

It is necessary that universities and public administrators allow for logistic themes when planning the curricula of professional nurses and hospital managers. The opportunity for change must be gotten by any of the persons involved.
Notes

1. Since 1998 Italy has adopted an accreditation system under which private hospitals can access public funding provided that they maintain certain care and quality standards. Not all Regions have fully implemented accreditation systems, but the general approach is that there is no difference, from the patients’ viewpoint, between public and privately-owned healthcare providers.

2. DRGs are the best known classification system used in a casemix funding model.   The classification system groups inpatient stays into clinically meaningful categories of similar levels of complexity that consume similar amounts of resources. DRGs were initially developed by Prof. Robert Fetter of Yale University to assist with quality assurance programs.  American authorities quickly determined the potential value of using DRGs as a tool to pay care provided by health establishments.

3. Hospital Trusts (Aziende Ospedaliere in Italian) are the basic health public providers in most Regions. They consist in one or more coordinated hospitals, administered by a General manager assisted by a Medical and a Financial Director who are responsible for the economic and healthcare performance of the Trust. Health Units (Aziende or Unità Sanitarie Locali) are the organizations responsible for disease prevention, environmental health and reinforcing the protection of vulnerable people.


