


 

Confidential Information for Premier Inc. 1

support of BU goals and strategies. The resulting integrated goals and 
action plans are monitored and evaluated during monthly ORs (4.1b-1). 

The most important components in achieving our Strategic Priorities are 
the Corporate Goals shown in Figure 2.1-2. Those combined with select 
unit measures representing financial, process, employee, and customer 
performance are reviewed monthly using a traffic light format where red 
or yellow flag areas of concern. Fact-based decisions regarding 
resource prioritization and action plan development to address 
performance gaps are supported by further analysis to identify and 
elevate areas of concern. Solutions and action plans are developed 
through discussions at executive and unit leader meetings as well as by 
formally launching problem-solving teams using PMIS (Figure P.2-1). 
The size of the performance gap identified is a key determinant in the 
extent to which we seek innovative approaches versus reliance on 
incremental improvement approaches and is reflected in target-setting. 

4.1 a(2) The competitive landscape and customer requirements are 
reviewed and comparatives are selected based on an evaluation of high 
performing companies with similar business models, strategies, 
processes, etc., and their applicability to our specific measures. 
Selected comparative data is used to determine Strategic Priorities and 
to set corporate and unit goal targets. Comparative benchmark 
information is also used in the PMIS (P.2-1) to evaluate new business 

opportunities as well as when determining product features and process 
benchmarking opportunities.  

Comparative data and information, both outcomes and process focused, 
are gained from BI analysis and from other sources such as 
participation in conferences, engaging in benchmarking studies, 
Baldrige winners, professional organizations, and participation in 
professional organizations.  BI actively researches and analyzes 
industry-level developments relevant to our service offerings, including 
general news and commentary, financial/price trends, legal and 
regulatory changes, and broad developments in the competitive 
landscape. This information is included for each BU in the 
Environmental Scan, a key input to the annual BLRs and BoD Strategy 
Retreats as part of the SPP (2.1a-1). The Environmental Scan highlights 
areas of emerging customer needs, competitive threats and market 
trends that require innovative responses, and it is used by Senior 
Leaders to set appropriate strategic priorities, goals, and initiatives at 
the corporate and BU levels. BI updates are a standing agenda item on 
Strategy Retreat and E-Team/OR meeting agendas throughout the year 
and provide specific detailed analyses of key issues along with ongoing 
competitor and market developments. Units also engage BI as needed 
to conduct specific research.  

We ensure the effective use of gathered by linking it directly to the PLS 
as a key input to the SPP, in which direction is set for Premier, and by 
linking it to our improvement initiatives as part of the PMIS (Figure P.2-
1). Unit use of similar comparisons during the SPP when setting unit 
goals enables us to benchmark and set appropriate stretch levels as the 
basis of employee compensation incentives.  
Comparative information is also made available to the organization at 
large through the BI Web page on InsidePremier. Annually, BI meets 
with each unit to understand current important issues and adds new 
ones to the daily scan. These updates are included on the BI Web page, 
which captures current competitor and market developments of 
importance to BUs, keeping staff current on issues and triggering an 
exchange of competitive information learned in the field. New 
information and hot topics are communicated to Senior Leaders, field 
staff, and other subscribers to the Market Watch newsletter. 

4.1 a(3) Performance measurement systems are kept current with 
business needs and direction by linking them directly to the PLS. 
Measures and performance review mechanisms are evaluated as goals 
are developed at the beginning of the SPP (2.1a-1). They are also 
evaluated by the PEAK Team using feedback from Baldrige 
assessments at the beginning of each fiscal year and improvements 
incorporated during the SPP. As a result, our organizational 
performance review system has been continuously reviewed and 
improved (Figure 2.1-2). The PMIS addresses measures and monitoring 
systems at the process level based on customer and business needs.    

As stakeholder expectations shift, measures and the data and 
information supporting them are reviewed and revised. Any performance 
gaps are met with scrutiny (regarding the cause of those gaps) and 
assessed to determine whether the right information is available to take 
corrective action. Because current goals relative to our Core Roles “to 
improve quality” and “create value for Owners” reflect customers’ 
performance goals, performance targets are set based on customer 
performance related to cost and quality. In other words, we measure 
ourselves by customer performance in the direction of the BHAG for 
both quality and cost. To do this, SCIP and QIP improvement plans are 
developed with our Owners and progress is reviewed with them 

Figure - 4.1-1 Organizational Performance Review Description 
Organizational Performance Review Participants 
Annual, Business Line Review (BLR) – Agenda 
includes: YTD unit results, Environmental Scan, 
strategic positioning and recent market 
developments, business operating model, scenario 
planning, SWOT analysis, interdependencies with 
other units strategic priorities, strategic challenges, 
special topics.  

Senior 
Leaders 

Annual, BoD Strategy Retreat – Agenda includes: 
YTD BU results, Environmental Scan, strategic 
positioning, business operating model, strategic 
priorities, strategic challenges, and special topics. 

BoD, 
Executives 

Bi-Annual, Leadership Team Meeting – Agenda 
includes: executive development in corporate-wide 
strategic thinking and execution, new fiscal year 
goals (spring meeting), current strategic issues. 

Senior 
Leaders 

Quarterly, E-Team Strategy Meeting – Agenda 
includes: BI updates, current strategic issues as 
determined during the quarter. 

Executives, 
select Unit 
Leaders 

Monthly, E-Team/Operations Review (OR) –  
Two-thirds of agenda devoted to Operations Review. 
Key agenda items include board planning, special 
strategic topics, Corporate and Unit Initiatives, 
corrective action plans, and review of four types of 
key unit measures – process, financial, employee, 
and customer. 

Executives,  
select Unit 
Leaders 

Monthly, Unit Leadership Team Meetings – 
Agenda includes: current BU initiatives and key unit, 
department, process metrics, and special topics. 

Unit Leaders 

As needed, Project Team Reviews – Agenda 
includes: appropriate review topics for the type of 
project and project phase. Team oversight is 
provided by designated project sponsors and 
generally progress is reviewed at the appropriate 
department, unit, or corporate reviews.    

Project 
Sponsor,  
Project Lead 
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quarterly (3.2). Also, we maintain ongoing feedback through our field 
staff and customer interviews, and these interactions identify changing 
business needs that may cause us to re-evaluate methods for 
monitoring our own performance. These are identified and addressed as 
part of regular review processes described above. 

4.1 b Performance Analysis and Review 
4.1 b(1) Organizational performance and capabilities are reviewed 
through a formal structure of meetings and standard tools that support 
the consistent evaluation of corporate and BU measures at the Senior 
Leaders level (Figure 4.1-1). BUs are responsible for gathering 
information required to present during BLRs and ORs. BUs work with BI 
for competitive and market information and with Corporate Development 
(CD) which facilitates each review. CD maintains standard agendas, the 
BLR Outline, the BLR Purpose and Ground Rules, and the OR Package 
Template and Guidelines. These documents describe the purpose and 
objectives of each review, roles, and the information required, and 
enable a consistent review of each unit.  At the end of each meeting, 
participants are asked for feedback for improvement opportunities that 
can be incorporated into the tools and the agenda for the next meeting.   

Corporate and Unit Goal performance and Initiatives are reviewed by 
Senior Leaders during monthly ORs using a traffic light format to track 
progress relative to the threshold, target and stretch goals tied to 
incentives and set during the SPP. Red and yellow lights indicate 
performance below expected target and discussion centers on those 
performance gaps. Unit dashboards track four types of unit operational 
metrics (financial, process, employee, and customer). Unit goals are 
also reviewed by Unit Leaders at monthly meetings and include 
additional department and process level measures specific to each unit. 
In all reviews, traffic light and dashboard performance gaps drive 
discussion around the validity of the data and measures, customer and 
business impacts, and actions to address. These tools and performance 
reviews ensure consistent and constant performance monitoring for our 
Corporate Goals and initiatives. Frequent reviews by process owners 
and Senior Leaders ensure resources are focused on processes and 
measures that are not performing to expectations and marketplace 
shifts that require rapid response. Conclusions are validated by cross-
matching findings to arrive at clear, contextual understanding.  

Methods used include historical trend analysis, SWOT analysis, 
performance benchmarking, customer, supplier and employee survey 
segmentation and analysis, corporate risk assessments, external/market 
trend analysis (including analysis of customer, competitor, emerging 
technology and public policy issues), regression analysis, control charts, 
affinity diagrams, traffic light reporting and performance gap analysis, 
root-cause analysis, financial forecasting/budgeting variance analysis, 
monthly and quarterly metric trending, at-risk assessments of 
customers, internal audit findings, cost/benefit and ROI analysis, and 
product portfolio/pricing analysis.  

Performance reviews assess organizational success through use of 
performance projections and initiative milestones. These are tracked 
against target levels on traffic light reports and reviewed monthly.  

This structured system of consistent and frequent performance reviews 
allows us to respond rapidly to changing and unexpected organizational 
needs and challenges. Consistent and frequent review of key measures, 
stakeholder survey data, environmental scans, BI updates, etc., and the 
ability to take corrective action and reprioritize Corporate Initiatives 
enable us to meet changes as appropriate throughout the year. 

4.1 b(2) Findings from performance reviews are translated into 
improvement and innovation opportunities through the Corrective Action 
Planning and the Corporate Initiative Management processes, Risk 
Assessment and internal audit findings help to prioritize improvement 
opportunities. Identified performance gaps are addressed by 
development of corrective action plans. They are 30-90 day action plans 
developed by Unit Leaders and process owners and presented at ORs 
to gain focus, discuss resource needs, and receive input as necessary 
from the E-Team. Progress is reviewed at subsequent ORs until actions 
are complete and stabilized. Corporate/Unit Initiatives provide executive 
oversight for key projects tied to Base Camp achievement. They are 
aligned to Strategic Priorities and goals as part of the SPP and 
managed as a standing agenda item in monthly ORs. Initiatives are 
tracked and monitored on the Corporate Initiatives Traffic Light Report 
(2.1a-1).  

Corrective action plans and Corporate Initiatives are assigned to Senior 
Leaders who are responsible for selecting an appropriate improvement 
methodology (such as Lean Six Sigma), establishing a team, and 
reporting progress. Initiatives are deployed as part of the SPP or as 
required to meet changing customer and business needs identified 
during performance reviews throughout the year. These improvement 
opportunities are assimilated into common messages and are deployed 
to Contracted Suppliers and Strategic Relationships as part of formal 
interactions such as the annual Breakthroughs Conference and 
Contracted Supplier business reviews. They are also deployed through 
communications in ASDs and project teams, or through standard project 
communication if identified as a key stakeholder. We include process 
changes in service level agreements for Contracted Suppliers. The 
expectation is set with Strategic Partners when entering into 
relationships that we are working together toward mutual benefits and 
that associated action plans are subject to ongoing refinement, 
communicated through regular progress review meetings. 

4.2 - Information and Knowledge Management 
4.2 a Data and Information Availability 
4.2 a(1) We make needed data and information available through 
several standardized electronic methods as appropriate to meet the 
needs of  office-based and FS employees, Contracted Suppliers, 
partners, and customers. Standardization has been achieved through 
Web technologies, e-mail, and integrated passwords for key systems 
such as our Internet portal (www.premierinc.com). Users “pull” 
information from most Premier systems, but critical information is 
“pushed” to stakeholders through many channels. Key talking points are 
distributed via e-mail to managers and the FS to facilitate consistent 
message sharing among employee groups. System alerts for 
technology issues, for example, are automatically e-mailed to wireless 
devices managed by on-call personnel. Access is appropriately limited 
and controlled using a combination of processes, policies, software, and 
hardware. Customer access is defined by each customer’s relationship 
with us (e.g., Owner or Affiliate), services they engage (e.g., Clinical 
Advisor), and individual customer’s role (e.g., hospital buyer). 
Employees, Contracted Suppliers, and Strategic Relationships also are 
provided access to information they need through our Web sites 
(Figures 7.5-4 and 7.5-5).  

Availability is aggressively managed with a combination of people, 
processes, and technology. Internal and external monitoring systems 
have been set up to mimic online customer actions for key systems; 
those actions are monitored 24x7. Performance thresholds have been 
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set to alert IT staff when system response time is slower than customer-
defined service targets. We provide personal support and tools to 
complement automated monitoring and improve longer-term results. 
These include help desk and on-site desktop support, troubleshooting 
teams for more complex issues, a performance engineering team to 
continuously improve KPI, routine hardware refresh and replacement; 
routine systems maintenance, and a back-up generator system for 
major hardware. Results are routinely tracked using metrics that roll-up 
to system availability KPIs. The sources of data and information are 
organized into one of several systems enabling access by approved 
stakeholders only. As a general rule, employees have broadest access 
and can see information available to customers, Contracted Suppliers, 
and others. Customers have access to information they have subscribed 
to or purchased. All stakeholders have access to Premierinc.com 
(including our Safety Institute), e-mail, and our CSCs.. 

4.2 a(2) Management systems are used to ensure hardware and 
software reliability, security, and user-friendliness. These systems can 
be categorized as follows:  

(1) Ongoing processes and procedures maintenance and improvement. 
Many processes support this, but primary are the change control 
process, documentation and maintenance of operating procedures, 
back-up policies and procedures, the security review process, the 
service request process, and root cause analysis procedures.  

(2) Methods and equipment standardization. The Corporate IT 
Enterprise Architecture (EA) Office plans for appropriate hardware and 
software; this architecture fits within Premier’s enterprise standards and 
is scalable and flexible to meet changing demand and needs. Common 
methodologies are followed for application development and project 
management, including the system development life cycle management 
methodology, project management methodology which follows Project 
Management Institute (PMI) standards, and application development 
architecture standards. Defined equipment standards address operating 
system software on staff PCs, servers, and the network. 

(3) Ongoing monitoring and status reports. Service level agreements 
(SLAs) and technology system monitoring tools provide in-process and 
post-process performance indicators for the data center, hardware, and 
software, including regular disaster recovery testing. All of this is 
rigorously tracked, reviewed, and evaluated for improvement. Emphasis 
is placed on the availability KPI for critical systems – HI, e-sourcing, and 
desktop customer experience for day-to-day Premier personnel PC use. 
 (4) Direct customer feedback from the IT help desk and customer-
directed steering committees. Information from a service request 
process and customer surveys (for overall IT, our Web, and specific 
products) are rolled-up into a customer experience KPI and routinely 
monitored. This information along with help desk ticket analysis, product 
committees, user groups, and new applications and technology pilot 
groups are used to ensure user friendliness requirements are met.  

(5) Information access controls. Strict controls over data center access; 
and most applications define who has access to what and when.  

(6) Hardware and software security. Three main efforts support this: (a) 
a risk management program, (b) risk monitoring, and (c) training and 
awareness for business and personal use. We have several security 
systems in place such as anti-virus software, firewalls, Web content and 
spam filters, and a separation of quality assurance (QA) testing, staging 
and production environments for major systems. CITS staff routinely 
complete security reviews for every new system deployed. Reviews 

include systems documentation, software vulnerability scans, 
unacceptable issues remediation, and business owner risk education 
and acknowledgement (when necessary). A Computer Information 
Security Work Group (CISWG) includes all business areas that review 
and approve policies and processes. 

4.2 a(3) Availability of hardware and software in event of emergency is 
supported by many systems. These include a company-wide business 
continuity plan, a separate disaster recovery data center, 24x7 on-call IT 
technicians, routine and automated systems monitoring, automated 
alerting for potential and real issues, systematic processes and 
procedures for backing-up and recovering data and systems including 
off-site storage, redundant systems for failover during breakdowns (e.g., 
servers, Internet connections, air conditioning), a generator for our main 
data center, and redundant data center power sources and supplies.  
Increasingly, we depend on the Web to disseminate information to 
stakeholders, and we keep that information updated through an 
organized structure of Web Content Contributors and Web Working 
Groups overseen by a Web Governance group. Participants meet 
regularly to stay abreast of plans, policies, and procedures. 

4.2 a(4) Data and information availability mechanisms are kept current 
and proactively managed by continuous monitoring of technology 
system performance, hardware and software security system 
maintenance, customer-centric IT strategic planning, standards 
development through our architecture department, and routine IT 
performance reviews. Continuous monitoring of technology system 
performance is critical to keeping our systems current and obtaining 
performance feedback. Figure 4.2-2 shows our approach to managing 
and transferring knowledge between Premier and our customers. 

Knowledge comes from a variety of places such as IT liaisons 
participating in BU leadership teams, product steering committees, help 
desk ticket analysis, “performance management” issues review 
meetings, availability data, and performance feedback from internal and 
external customers. Feedback goes directly to systems owners for 
analysis. Recommendation of necessary corrective action is escalated 
to CITS leaders or the IT Governance Council (ITGC), as appropriate.  

The IT Governance Council (ITGC) provides oversight for finance, 
budget, and strategic considerations. The ITGC is made up of Unit VPs 
and select subject matter experts and meets monthly to discuss 
standing items such as financials, high priority project status, and 
standards. The ITGC provides a forum to focus on technology related 
issues, to drive common technology standards, and to ensure IT is 
meeting performance needs. The ITGC guides deployment of resources 
through our IT project prioritization model, which takes into account 
strategic importance, ROI, risk, complexity, and time to deploy.  Key 
performance gaps are identified at the monthly OR, discussed for 
corrective action at the ITGC, and deployed to specific system owners 
along with other system feedback.  

4.2 b Organizational Knowledge Management 
4.2 b We view knowledge management as a multi-faceted effort to 
make knowledge available to customers as well as internal staff and 
Contracted Suppliers. There are two important parts to managing 
knowledge – collection and transfer of employee knowledge (Figure 4.2-
1) and co-production of knowledge with customers (Figure 4.2-2).  
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Figure 4.2-1 shows how knowledge is collected and transferred by Premier 
employees, although the process includes other key stakeholders. This is a 
team-oriented approach to knowledge transfer, which is accomplished using 
standardized tools, technologies and processes to fill needs or gaps identified 
through proactive research. Teams use standardized tools for collection and 
transfer, which occurs regularly to support continuous cycles of improvement. 
Our methods for collecting and transferring knowledge are as follows; large 
group meetings, work groups, surveys/market, publications, technology 
systems that are available 24x7, and functions to answer questions at any 
time. Each method is used by all constituents (customers, employees, 
suppliers, etc.) and most are conducted routinely on a weekly, monthly, or 
quarterly basis. Special activities within key events (e.g., Values Conferences, 
Breakthroughs Conference, project team and staff meetings, ASDs, and Quest 

for Excellence Conferences) include the transfer of best practices 
among employees and customers.  Figure - 4.2-1 Collection & Transfer of Employee Knowledge Process 

All employees are equipped to manage e-mail and scheduling 
requests through MS Outlook, and use information management 
and sharing mechanisms such as InsidePremier, public folders in 
MS Outlook and group network drives. Knowledge repositories 
(Salesforce.com and Rapid Improvement Portal), Blackberries, a 
voicemail system, and high-speed home Internet connections are 
used to keep field staff connected to Premier and our customers.  

Identify or review 
knowledge need 

or problem

We systematically share knowledge with customers in an effort to 
co-produce improvements. This six step process occurs regularly 
to enable continued process improvement. The methodology for 
systematically finding and transferring knowledge ensures that 
relevant information is transferred among employees, customers, 
Contracted Suppliers and others by: 

• Tightly aligning our goals with customers (Figures 7.1-1 thru 
7.1-14) and using performance indicators to show progress 
toward goals and status of operations. 

• Involving customers, Contracted Suppliers, and Strategic 
Relationships in the processes. 

• Including market research on the environment. 
• Creating specific plans at operating unit levels to support 

priorities. 

Every BU has responsibility to help customers with benchmarking 
and improving their performance (PP- supply expense data, HI- 
clinical and operational data, PIMS- claims data). Our customer 
databases bring tremendous value by enabling us uniquely to 
measure ourselves by their performance. 
4.2 c Data, Information, and Knowledge Quality 
4.2 c CITS and the BUs share responsibility for ensuring the 
integrity, timeliness, availability, reliability, security, accuracy, 
confidentiality of data and information, and organizational 
knowledge. This is accomplished through knowledge transfer 
processes and various hardware/software management systems 
as outlined in Figure 4.2-3. Each process includes an established 
set of checks and balances, employee training, audit tracking, and 
metrics to measure and monitor compliance and identify gaps or 
issues that may occur (Figures 7.5-9 through 7.5-10).
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Figure - 4.2-2 Knowledge Co-Production Process 
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