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The Healthcare Roller Coaster -
Transition to the Future of Providers, Distributors and Manufacturers

Part 2 of 3

geographic area and focus on product lines that are manufactured 

(printed) in smaller lots and customized for patients, as well as high 

cost/low volume items.

• Mass production of low cost, consumable items is exclusively 

handled by third party manufacturers. Branding still occurs on a 

licensing basis.

• Just like patients do at home, providers print needed inventory on a 

real-time basis.  Providers primarily focus on printing surgical items 

that are specific to a patient’s needs. Consumable items are delivered 

JIT from a warehouse that supports all of the provider facilities in a 

geographic region.

• All printers are connected to the “Healthcare Patient Hub” which 

provides a secure central repository for the complete medical history 

of a patient, including medications, surgery outcomes and medical 

files such as x-rays, CT scans, catheterization videos, etc.

• The classic distributor has morphed into a specialty services provider 

with offerings such as synthetic material management, bio-storage for 

organ “printing”, and business continuity printing services.

Let’s Begin Part Two of this Series by Looking into our 
Healthcare Crystal Ball at the Year 2034:

• The 3D printer is now as common as the traditional printer and every 

home has one. 

• Patients can print their medications (and other consumables) on 

demand. They receive electronic “pills” from the manufacturer that 

contain patient-specific formulas, dosages and concentrations.  

• Printer supplies and print material are delivered directly to the 

home from supply shops. Patients are able to order materials for OTC 

medications; controlled substances are delivered in conjunction with 

the electronic “pills” from the manufacturer.  

• Generics are fondly remembered; along with the Betamax, 8-track 

tapes and the rotary telephone.  

• Manufacturers have two primary business units: home supply 

(medicines and consumables) and provider provisions (medical 

devices, surgical support and inventory replenishment). With organ 

printing perfected, the questions becomes, who prints them?

• Manufacturing plants have largely disappeared and given way to 

more localized “print centers”. These print centers serve a defined 
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Transition and Turmoil

Thinking back to our vision of the future, let’s consider the potential 

impacts on the three key sectors of the Healthcare supply chain: 

providers, distributors, and manufacturers.

Providers 

A key lesson learned from the automotive and steel industries was 

the need for tighter inventory management and control.  For example, 

leaning inventories via just-in-time methodologies delivered benefits 

such as inventory reductions, manufacturing flexibility, higher quality, 

and improved bottom line.  Comparatively today, providers should not 

be getting into the warehousing business but identifying methods of 

leaning inventories (i.e. SKU rationalization) via improved technology 

capabilities, partnerships, and standardization.    

Hospitals, private practice offices, emergency rooms and in-home 

care providers are all feeling the pressure of rising healthcare costs, 

changing government regulations and an influx of new patients as a 

result of the increasing medical needs of the baby boom generation. 

What kind of impact is this pressure generating? In an April 2013 
interview with Forbes magazine, Cleveland Clinic’s chief marketing 

officer, Paul Matsen, commented on this point and on recent  

healthcare reform, saying: 

“The biggest change is going to be that a lot more patients are going to 

come into the healthcare system through the expansion of Medicaid 

and the creation of healthcare exchanges. So, we have to be ready 

operationally to treat more patients more efficiently and at the same 

quality of care that we’ve been doing in the past.” 

Recap from Part One:

In the first part of this white paper series, we presented a hypothesis 

that predicts the evolution of the Healthcare industry.  Our perspective 

is primarily focused on the supply chain and related technologies. We 

compared the current state of the Healthcare industry to the declines 

of the U.S. automotive and steel industries and drew parallels, 

exposing strong similarities between the factors that foretold the 

dramatic changes in those businesses.  

We received strong feedback from the industry on this hypothesis. 

While most of the feedback was positive and supportive, we also 

received some thoughtful counterpoints for which we are grateful. Our 

key objective is to challenge the status quo and offer new viewpoints 

to promote strategic thinking.

You can find part one of the series by clicking here, or by downloading 

it from our website.

http://www.forbes.com/sites/jenniferrooney/2013/04/29/behind-the-brand-cmo-paul-matsen-on-cleveland-clinics-strides-as-a-global-marketer/
http://www.forbes.com/sites/jenniferrooney/2013/04/29/behind-the-brand-cmo-paul-matsen-on-cleveland-clinics-strides-as-a-global-marketer/
http://www.scott-sheldon.com/wp-content/uploads/ScottSheldon_WhitePaperforweb.pdf
http://www.scott-sheldon.com
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What exactly does it mean to be “ready operationally”? One component 

of that readiness will be an accurate and optimized on-site inventory 

and a fulfillment system that runs with zero flaws. According to 

those providers that responded to part one of our paper, they are 

concentrating on controlling inventory utilization and optimization.  

Our subject matter experts in the field report that, on average, a 40% 

reduction in inventory is absolutely achievable.

Distributors 

Healthcare distributors have a commanding presence in the  

marketplace due to their enormous size. Is that size a strength or a 

weakness? We believe it to be both. The coverage they provide is 

a strength; those distributors with large revenues and expansive 

footprints can dominate any smaller competitor. 

But have some distributors grown too big to react quickly? It can 

take a long time to change a company’s operations and culture while 

adhering to regulations and being mindful of investor dollars. For 

example, shifting from a classic distributor model to a services model 

would likely result in a more profitable company, but the cost to make 

that change could involve a loss of leverage over manufacturers and a 

company with fewer investors.  In addition, would the market support 

a company losing 85%-90% of its top line revenue even though its 

bottom line increases?

There continues to be an important role for distributors between 

manufacturers and providers but they’re in a tough position. 

Distributors need to explore new supply chain avenues through 

partnerships with manufacturers to optimize network design and 

reduce inventories. The U.S. automotive and steel industries lacked 

both adaptability and strategic thinking; distributors can act now to 

prevent the same outcome.

Given the sweeping change in these sector relationships and the 

continued drive for more profit, we wonder what the distribution 

business will look like on the other side of the healthcare roller 

coaster ride. Especially with the acceptance of additive manufacturing 

(3D printing) by providers bringing back the possibility of vertical 

integration – the role of distributors must change. 

Manufacturers

Supply chain improvements should be integrated at the front  

end of the healthcare market, to optimize the drug development  

process, medical device manufacturing, and ultimately improving 

patient outcomes. 

We know it can be tough to get major manufacturers to focus on their 

supply chain processes. With many priorities competing for time and 

budget, they’ll likely choose new product R&D or customer service 

improvements where they stand to realize bigger, or at least more 

predictable, ROI. 

Consumer
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This is where it is most crucial to accept that things need to change. 

Failing to make the most of their supply chain operations is exactly 

what left U.S. automakers and steel producers in the dust of foreign 

competition. With the growing acceptance of additive manufacturing, 

medical device and pharmaceutical manufacturers have the 

opportunity to become even leaner in waste and raw materials 

management and in synthetic creation to realize greater efficiency 

and profits. Supply chain innovations in additive manufacturing and 

serialization combined company-specific improvements in network 

design and optimization can help manufacturers save in the short 

term and will deliver long-term gains. 

Product packaging is another area that has the attention of healthcare 

supply chain executives today. According to FiercePharma 
Manufacturing, “a report from Transparency Market Research 

says the global packaging market will churn out a compound annual 

growth rate of 5.6% between 2012 and 2018, reaching $73.04 billion 

that year.” The need for better product security is driving big change in 

packaging as manufacturers determine how to insure their products 

against tampering and counterfeit.

Another Layer of Complexity: Additive Manufacturing

We believe that additive manufacturing will dramatically influence 

changes in packaging methods and materials. Compliance with  

ever-tougher regulations is leading to new methods of product 

serialization. For instance, printing the serial code right into the 

packaging—or even the product itself —would embed security and 

offer proof of e-pedigrees. Additionally, RFID-type capabilities can be 

embedded into the product during the additive manufacturing process.  

This could help reduce or eliminate counterfeiting, temperature range 

compliance, serial number tracking, and patient identification.

Another place we’ll see the impact of additive manufacturing is in 

the chemical supply chain. Researchers are making significant 

headway in the manufacturing or “printing” of pharmaceuticals that 

validate drugs made according to manufacturer’s software. Additive 

manufacturing guarantees that each and every pill is made exactly 

the same way, eliminating FDA non-compliance issues. In the future, 

healthcare providers will host sterile environments in which to produce 

medical products on-site and on demand, relying on manufacturers 

and distributors only for R&D and the supply of chemicals. 

Next Steps  

Ready to take the next step? Let us share part three of our series 

with you. Get in touch with us to learn more about prescriptive supply 

chain solutions and Healthcare industry case studies you can use to 

evaluate your own needs. As always, we welcome your feedback.
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