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Executive Summary

As Dental Service Organizations (DSOs) scale, supply chain complexity grows faster than
organizational capability. The resulting non-linear increase in value-at-stake makes supply chain a
major determinant of margin durability, clinical reliability, contribution margin and enterprise

resilience.

Most DSOs begin with decentralized, clinician-led purchasing models that function adequately at
small scale. However, as site count increases, variability in products, vendors, inventory practices,
and ordering behavior compounds. The result is not a gradual increase in inefficiency, but a step-
change escalation in cost leakage, operational disruption, and clinical inconsistency. At scale, supply

chainis no longer a back-office function - it becomes a C-suite level issue.

The increase in supply chain complexity creates predictable inflection points where cost, risk, and
operational friction escalate. Leading DSOs anticipate this gap and invest early in enterprise-grade

supply chain management capabilities.



A Predictable Maturity Gap

The economics of supply chain in DSOs are non-linear:
Early inefficiencies appear manageable and often go unnoticed
As scale thresholds are crossed (typically ~20-50 sites), complexity accelerates

Value leakage and operational risk increase disproportionately

As DSOs scale, supply chain maturity typically lags organizational growth. This gap explains why
supply-driven disruption frequently appears suddenly rather than gradually, and why reactive fixes

often fail.

Exhibit 1: DSO Supply Chain Maturity Curve
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Leadership Provocation

In the next phase of DSO consolidation, supply chain will quietly separate outperformers from the
rest. The question for leadership is no longer whether to professionalize supply chain, but whether

they will do so deliberately - before complexity makes the decision for them.

High-performing DSOs converge on a common approach:

* Clinically led governance that standardizes where it matters and preserves autonomy where it
creates value

* Enterprise sourcing and procure-to-pay discipline that replaces ad hoc purchasing

* Inventory and logistics that prioritizes reliability over cost

* A small set of executive KPIs that link supply chain performance to financial and clinical

outcomes

Vitally, these organizations sequence transformation, capturing early value while building durable

capability.



Metrics that Drive Supply Chain Performance

Below is a concise KPI set aligned to operational reality and executive governance that remains

consistent with the intent of healthcare supply chain KPI standards.

Cost & value

* Supply expense as % of collections (by site and consolidated)
* Contracted vs non-contracted spend %

* Price variance on top 50 items (site-to-site)

* Savings realized vs forecast (validated)

Reliability & chair-time protection
* Stockout rate (events per 1,000 appointments)
* Expedite/rush order rate

* Vendor fill rate and on-time delivery %

Inventory health
» Days of inventory on hand (by category)
* Expiration/write-off §

* Cycle count accuracy %

Process efficiency (P2P)
* PO compliance rate
* Invoice match rate (2-way/3-way)

* Requisition-to-receipt cycle time



Risk, compliance, and quality considerations

Supply chain touches regulated and safety-critical areas:

Traceability and recall readiness
* UDI concepts and labeling are central to traceability in the broader medical device ecosystem.

Build receiving/lot tracking discipline where relevant and feasible.

Infection control supplies

* Ensure standardization supports compliance and consistent clinical outcomes.

Counterfeit/diversion risk
* Contract with reputable and authorized distributors, track anomalies, and govern vendor

onboarding.

Business continuity
* Create substitution rules and dual-source plans for critical categories (local anesthetics,

sterilization consumables, PPE, etc.).



Common failure modes

Failure Mode

* Clinical product or therapeutic goods
“Finance-led standardization” without
council
clinical governance
* Transparent exception process

* SKU normalization
“Tool-first implementations”
* Cataloggovernance as a prerequisite

* Designate a trained and calibrated
No site-level accountability site materials lead

 Define KPIs and audit routines

Central distribution implemented too Stabilize formulary + P2P + receiving

early before adding logistics complexity
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