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The Registered Nurses’ Association of Ontario (RNAO) is the professional 
association representing registered nurses (RN), nurse practitioners (NP) and 
nursing students in all settings and roles across Ontario. We are the strong and 
credible voice leading the nursing profession to influence and promote healthy 
public policy.  
 
We congratulate the Ontario government for taking this initiative on supply chain 
management (SCM) in health care. The health system invests a large amount of 
money on purchased goods and services, and adopting a co-ordinated approach 
at the provincial level has the potential to enhance the quality of care, enhance 
patient safety, make better use of health professionals, and save money, which 
can be reinvested in health service delivery. 
 
RNAO feels that the central goal of this exercise must be to ensure the provision 
of the highest quality of care for Ontarians, while ensuring accountable, 
transparent and evidence-based decision-making to sustain Ontario’s publicly-
funded and not-for-profit health system.  
 
The structure of Ontario’s health system is on the cusp of change. If passed, Bill 
210 – Patients First Act will bring about much needed improvements by helping 
to stimulate system integration and co-ordination. RNAO is generally pleased 
with the Bill, given the direction it will steer the system toward.1 With a provincial 
emphasis on integration, co-ordination and consistency, partnership, reducing 
duplication and maximizing investment, now is an opportune time for the 
province to tackle the health system’s supply chain.  
 
RNAO advises the Expert Panel to consider avenues for a more comprehensive, 
system-wide strategy along the full length of the supply chain, from supplier to 
final use. Potential improvements include: 
 

 optimal choice of supplies relative to need. 

 standardization of supplies purchased to enhance ease of use and ease of 
transition between care settings. 

 reduced cost in purchasing (including lower purchase prices; lower 
administrative and negotiating costs in purchasing; and lower delivery 
costs). 

 more effective SCM, including tracking of inventory, monitoring to ensure 
sufficient but not excessive stocking of supplies, avoidance of waste due 
to expiry of products, and ready access to those supplies by health 
professionals and workers. 

 
A number of groups of hospitals have already formed their own SCM 
collaborations, recognizing the numerous advantages. A broader approach could 
be explored -- to extend the benefits of SCM co-ordination to all hospitals and 
other health service organizations including long-term care facilities. It would also 
be valuable to take better advantage of collaboration across all activities in the 
supply chain. Finally, the collaboration should help individual purchasing bodies 
integrate SCM from end to end. That should include developing a common SCM 
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software for health service providers and assisting individual health organizations 
in adapting that software to their own supply chain. 
 
While Ontario should consider all promising SCM interventions -- it should only 
proceed in those areas where the analysis suggests positive net benefits would 
arise. And attention must be paid to ensuring that any resulting integration and 
standardization serves the needs of any affected organizations. That means any 
strategies must be adaptable to the needs of very diverse organizations, allowing 
necessary flexibility. For example, it would not make sense to obligate a local 
hospital to order a claw hammer from central purchasing when it could be bought 
from a nearby hardware store. To that end, we urge the Expert Panel particularly 
to ensure good representation of diverse organizations (differing size, geographic 
setting, program areas, etc) that already participate in SCM collaborations. 
Stakeholder consultation should include patient representatives and front-line 
health workers and health professionals. 
 
Moreover, it is important to avoid pitfalls along the way. For example, the intent to 
implement electronic health records (EHR) in Ontario was laudable, but as the 
Auditor General of Ontario concluded, a considerable amount of money was 
invested without resulting in a fully functioning EHR system.2 Lessons from 
Ontario's eHealth experience must be followed closely. Recommendations from 
the Auditor General are germane to the SCM exercise:3 

 "Develop a strategic plan for implementation of electronic health records. 
 Improve oversight by board of directors. 
 Rely less on outside consultants 
 Ensure procurement policies are followed." 

RNAO strongly opposes stretching the proposed SCM strategy into unhelpful 
areas, such as outsourcing that re-allocates service delivery and/or management 
from the public sector to the private sector. The Auditor General of Ontario has 
identified the significant cost of public-private partnerships in the financing, 
construction and operation of infrastructure.4 Bringing in external consultants is 
another form or outsourcing -- a practice that, if done excessively or 
indiscriminately, can not only be costly, but negates the talent of Ontario’s public 
service.  
 
Optimal Choice of Commodities 
For any given health service purpose, there are many different types of supplies, 
and each may involve multiple suppliers and variants in the commodity supplied. 
As per the Health Sector Supply Chain Strategy Survey, there is a huge range of 
commodities purchased in health care, including: linens, medical/surgical 
supplies, office supplies, pharmaceuticals, equipment, food, building repairs and 
maintenance, and major construction.  
 
The wide range of choices is daunting, and raises the probability of compatibility 
issues in transitions between different care settings. Co-ordinating purchasing 
could promote standardization that would reduce compatibility problems.  
 



3 | S u b m i s s i o n  t o  H e a l t h  S e c t o r  S u p p l y  C h a i n  E x p e r t  P a n e l  
 

Users would benefit from expert opinion on optimal choices for commodities. 
Evidence-driven expert review of available options would save purchasing 
organizations the considerable cost of investigation of alternatives. The extent of 
direction from a co-ordinating body would depend upon the type of commodity. 
For example, a first-dollar national pharmacare program (which when 
implemented should include a national formulary of all medically-necessary 
medications), would better support bulk buying across the health system (e.g. 
hospital drugs, public health vaccines, etc) to drive down the excessive 
prescription drug prices that have arisen in Canada due to overly strong patent 
protection. Furthermore, a comprehensive formulary combined with objective 
information and guidance on appropriate prescribing practices would support 
safer and more effective prescribing.  The more that purchasing can be pooled 
across the system, the greater the potential savings. 
 
Any pooling of purchasing ought to be guided by the criteria listed below in this 
submission, including minimizing purchase costs in the long run, selecting 
products that are most appropriate to high quality care and quality patient 
experience, and maintaining high employment standards and high environmental 
standards. For example, purchasing strategies should not lock in the advantage 
of existing suppliers at the expense of preempting innovative suppliers who could 
bring products that are ultimately higher quality and more cost-saving. And cost 
minimization should not be done at the expense of employment standards or 
environmental standards. 
 
More generally, Ontario should strike some balance between sufficient flexibility 
and choice afforded to health service organizations on the one hand, and the 
benefits of joint purchasing on the other hand. This is a key challenge in 
designing an SCM collaboration that serves all stakeholders. Whatever balance 
between choice and collective purchasing, it could vary, depending upon the 
class of commodity. Ideally the program design would capture most of the 
benefits of joint purchasing while building in the flexibility to meet the very 
different needs and capacities of the participating organizations. 
 
Standardization of Supplies 
There would be many advantages to standardizing of supplies, especially those 
used to provide direct health services. This would afford an opportunity to 
enhance and better guarantee product quality standards. It would reduce 
compatibility issues within and between facilities, and facilitate more 
standardized training involving use of said commodities. It would also simplify 
repair and maintenance if a smaller range of commodities were in use. It would 
simplify SCM and inventory control, putting less of a burden on the users of the 
given commodities. For example, nurses were estimated to spend about 15 per 
cent of their time chasing supplies, and anything that reduced the complexity of 
that task would save time that could be devoted to client care.5  Finally, 
standardization of supplies could help to reduce the costs of negotiation and 
could help to yield more efficient negotiated prices. 
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Reduced Cost of Purchasing Commodities 
Many commodities in health care are very expensive. For example, Canadians 
face among the highest drug prices in the Organization for Economic Co-
operation and Development (OECD) -- about 35 per cent higher than the OECD 
median.6 As a result, Canada has the highest per capita drug expenditure in the 
OECD after the United States.7 Excessively strong patents help drive the 
abnormally high profits in the drug industry, and countervailing bargaining power 
is necessary to obtain fairer prices for both patent and generic prescription drugs. 
The appendix briefly discusses the case for collaboration in the form of a national 
first-dollar pharmacare program.  
 
As noted above, high input prices have driven a number of hospitals to band 
together in joint purchasing collaborations to negotiate fairer prices. A broader 
province-wide negotiation would not only yield better prices, but it would help 
individual health provider organizations to reduce their own individual research 
and negotiation costs.  
 
The Expert Panel should consider different models of collaboration on 
purchasing and other dimensions of SCM, depending upon factors like market 
structure. For example:  
 

 If the market for a given commodity is already competitive and if quality 
commodities are readily had at fair prices and if there is good common 
knowledge among buyers about products available, then it may not make 
sense to intervene at all.  

 In the case where the market is fairly competitive but there is not good 
knowledge about products, perhaps the collective response is to provide 
evidence-based information and analysis about the optimal options. 

 When the market is not competitive and prices are high, then some kind of 
joint purchasing initiative may be required.  

 In the case where markets are not competitive, prices are high and there 
is good expert knowledge about products (as in the case of drugs with 
existing formularies in a number of jurisdictions), then a single-payer 
system with single purchasing list may be appropriate.  

 
A very different purchasing model might be considered for certain markets, 
involving more flexibility for participants. At one extreme, the collaboration could 
negotiate a set of prices, and participants could choose to purchase from that list 
of commodities, or they could choose to buy from different vendors. That would 
get around concerns about bureaucratic rigidity, and would impose the discipline 
of the market on the joint purchasing body, which is a form of accountability. If 
the introduction of this additional broker drives down prices overall, the cost 
saving objective has been achieved, whether the purchases go through the joint 
buying body or through other vendors. In this case, there would be a tradeoff 
between reduced bargaining power and enhanced flexibility. 
 
The scope of collaborative activities should be guided by cost-benefit 
considerations for the various classes of supplies. In some cases, it may be 
worth active management of the entire logistical process, from receiving goods in 
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warehouses to shipping them to final users. In other cases, the collaboration 
might simply consist of brokered transactions between vendors and purchasers. 
 
Supporting More Effective Supply Chain Management  
A comprehensive SCM strategy would include support for effective end-to-end 
SCM at the organizational level. The standardization of supplies mentioned 
above would be a very good start at making inventory more manageable. And as 
noted above, it would be very helpful to develop a common SCM software 
designed for the health system that in turn could be adapted for individual health 
organizations. As also previously noted, evidence shows that nursing staff lose 
considerable amounts of time searching for supplies for want of an effective 
inventory tracking system. Our own members tell us stories of spending 
considerable time scrounging for supplies throughout an organization when they 
are unable to locate them in their own clinical area. They also tell of seeing 
stocks of supplies allowed to expire because staff were unaware of their 
existence.  
 
But Ontario must proceed with caution. As with a joint purchasing program, it is 
important that the software be designed in a robust fashion, so that it can be 
adapted to the needs of individual organization. And these organizations must 
receive adequate support to implement and maintain this software. Ontario 
should closely examine the possibility of adapting open source SCM software for 
this purpose. This would avoid the cost of large numbers of licenses for 
proprietary software, and it would not tie the government to one vendor for 
consultants to implement and support the software.  
 
Optimizing Among Multiple Objectives 
As mentioned above, this would be an exercise in optimizing many choices with 
respect to multiple objectives: 

 quality of care 

 health care experience 

 long-run cost savings, which in turn can yield more spending on essential 
health-care services 

 engagement of patients/clients and of health professionals 

 quality of work life in health care 

 labour standards among suppliers in health care 

 environmental standards (in health care and among suppliers) 

 economic benefits for the health sector and for the province 

 not-for-profit vendors/services (everything else being equal, a not-for-profit 
vendor/provider should be favoured over a for-profit vendor/provider). For 
a discussion of the reason to prefer not-for-profit provision of health 
services and to avoid public-private partnerships in the area of 
infrastructure projects, see the appendix. 

 
Committing to those objectives is an important first step, but optimizing many 
choice variables of multiple objectives is a complex task. One way to make the 
task more manageable is to maximize long-run cost savings subject to 
maintaining high standards for all of the objectives mentioned. 
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Governance, Accountability and Funding 
Any co-ordinating body should either be a public or a not-for-profit agency, with 
strong independent oversight. The operations should be not-for-profit, with net 
savings being split between the Ministry of Health and Long-Term Care to 
support system priorities (e.g. expanding access to community care) and the 
involved organizations. Savings retained by organizations should be large 
enough to encourage strong participation. The savings should go into more direct 
health service delivery. 
 
Patient experience, quality of care, patient safety, clinician engagement and 
patient engagement should all be criteria for optimizing supply chain 
management. The consultation process is one way to start to build these criteria 
into the design of the SCM strategy design. That means having stakeholders 
representing all those perspectives involved (including RNs, NPs and nursing 
students). After that, the reporting and accountability process would verify that 
the criteria being met. That would mean designing and collecting indicators 
measuring success in meeting those criteria. The Hospital Report Cards were an 
excellent accountability tool for that purpose, and it would be helpful if they were 
brought back. 
 
Transition 
Any collaboration would be implemented in phases, and those phases might 
proceed by classes of commodities. Criteria for the sequence of implementation 
might include: degree of consensus; ease of implementation; probability of 
success; and expected gains. This will be a learning process, and it is important 
to select actions that would deliver demonstrable early successes, to build and 
sustain support for collaboration. 
 
 
RNAO Recommendations: 
 

1. Proceed with health system structural reform (e.g. Bill 210), to enable 
system integration and co-ordination. 
 

2. Develop a provincial strategy on SCM in the health system that 
incorporates as many sectors and as much of the supply chain as 
are economically efficient and serves the needs of affected health 
organizations. 
 

3. Ensure that the Expert Panel's consultation is sufficiently broad that 
the full diversity of health organization needs and patient needs are 
adequately understood.  
 

4. As part of that strategy, implement province-led purchasing of as 
many classes of commodities as are warranted, given the objectives 
of the program. Consider using different purchasing models, 
depending upon the market structure in given product markets. 
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5. Provide as much evidence-driven expert review of supply options as 
possible. 
 

6. Effect as much standardization of purchased commodities as 
warranted by effectiveness, economic considerations and as allowed 
by considerations of flexibility and need facing health service 
organizations. 
 

7. Consider all of the following objectives when designing a SCM 
strategy: 

 quality of care 

 health care experience 

 long-run cost savings, which in turn can yield more spending on 
essential health services 

 quality of work life in health care 

 labour standards among suppliers in health care 

 environmental standards (in health care and among suppliers) 

 economic benefits for the health sector and for the province 
 

8. In cases where there is a choice between for-profit and not-for-profit 
vendors/providers, preference should be given to not-for-profit 
vendors/providers. Expand access to not-for-profit health service 
delivery. 
 

9. With respect to phasing in of supply chain management 
collaboration, use the following criteria for prioritization:  

 degree of consensus;  

 ease of implementation;  

 probability of success; and  

 expected gains 
 

10. Ensure independent strong oversight of any agency that co-
ordinates SCM in Ontario. Any co-ordinating body should either be a 
public or a not-for-profit agency. To maintain transparency and 
accountability, the government of Ontario, through legislative or 
other means, should take those steps necessary to ensure that: 

 group purchasing organizations and shared services 
organizations are subject to all aspects of the Broader Public 
Sector Accountability Act, 2010; 

 the salaries of employees and executives of group purchasing 
organizations and shared service organizations are reported 
under the Public Sector Salary Disclosures Act, 1996; 

 group purchasing organizations and shared services 
organizations are subject to audits by the Office of the Auditor 
General of Ontario;8 and 

 public reporting adequately explains the scope and nature of the 
coordination of SCM in Ontario.  
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Appendix 
 
The Advantages of Adding Pharmacare to Medicare 
A commentary written for the C.D. Howe Institute neatly summarizes the case for 
pharmacare in Canada:9 10 It would deliver equitable access to drugs; it would 
better financially protect the ill; and it would save money. The savings come from:  

 reduced administrative, marketing and regulatory costs that would result from 
a single-payer system,  

 integration of decisions on pharmaceutical care into overall health care (e.g., 
health-care providers have more incentive to optimally balance between 
pharmaceutical and non-pharmaceutical care),  

 from pooling of risk over larger populations,  

 from value-for-money testing, and  

 from use of purchasing power to reduce excessively high drug prices.  
 

A 2010 study pegged the potential savings of a comprehensive first-dollar 
pharmacare programs for Canadians at up to $10.7 billion annually (or 42.8 per 
cent of total spending on pharmaceuticals).11  
 
A 2015 Canadian Medical Association Journal (CMAJ) article estimated similar 
cost savings of up to $9.4 billion. Expected savings to the private sector would be 
$8.2 billion, with net costs to government rising by about $1.0 billion.12 National 
pharmacare would save so much money that Canadian governments could pay 
for everyone's drug insurance and break even by taxing back a small share of the 
savings enjoyed by employers who would no longer have to pay for health 
insurance. It should be noted that the savings estimated in the CMAJ article are 
conservative.13  
 
 
Not-For-Profit Delivery of Health Care Services 
Profit incentive turns out to be perverse in health care, because it harnesses 
human ingenuity in ways that inflate costs and deliver worse outcomes. Health 
care is particularly vulnerable because it is can be difficult to assess and monitor 
quality of care; the incentive to cut corners is very powerful, and the penalty for 
not cheating may be loss of market share. A review of four decades of 
experience with privatization in the United States with a combination of public 
funding and private health care management and delivery found that “for-profit 
health institutions provide inferior care at inflated prices.”14 For-profit provision 
leads to cherry-picking of profitable services and clients, leaving the public sector 
to deal with high-cost clients. 15 16 An abundance of literature points to poorer 
outcomes from for-profit health care17 18 19 20 21 22 23 24 25 and at higher cost. 26 
 
Public-Private Partnerships (also known as P3s or Alternative Financing and 
Procurement27) are a variation on for-profit provision, in the case of infrastructure. 
They generally involve the private sector organizing the financing, design, and 
construction of infrastructure. Controversially, they tend to be very complicated 
and long-term contracts that also include private operation and maintenance of 
the facility after it has been built. P3s tend to be more expensive because private 
borrowing costs are higher than public borrowing costs, because of the high 
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negotiation costs of these complex deals, and because the representatives of the 
public sector are ill-equipped to negotiate such complex contracts. The public 
ends up absorbing higher costs and lower quality of services as a result.28 29 30 31 

32 33 34 35 36 
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