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EXECUTIVE SUMMARY 

The Materials Management Advisory Group was established in April 1995 
by the Minister for Health. The Group was requested to review all aspects 
of the existing supplies fkction throughout the health services, to include 
staffing, facilities, organisation and mformation technology and to develop 
proposals for the longer term development of materials management 
(encompassing all consumables) to ensure optimum value for money in this 
area. 

Following extensive consultations with health agencies and taking account 
of developments in materials management in the private sector and 
internationally, the Group's principal findings and recommendations are: 

(0 

(ii) 

(iii) 

major opportunities exist to exploit economies of scale by 
combining requirements across hedth agencies; 

the present materials management structures do not permit the 
delivery of optimum value for money in the health services; 

the logical development of the group purchasing initiatives taken to 
date would involve the bringing together of the separate group 
arrangements in the health boards and voluntary hospitals. This 
should involve the setting up of an agency - to be called the Central 
Materials Management Support Board - which would: 

* provide support for the development of an efficient and 
effective materials management function at agency level. 

* ensure the collective purchasing power of the health agencies 
is used to the best long-term advantage of the agencies. 

* ensure that the materials management function develops in a 
co-ordinated manner throughout the health services. 



(iv) With a view to strengthening and upgrading the materials 
management function at agency level, additional posts of Regional 
Materials Manager should be established at senior management 
level in the health boards. 

(v) The materials management function should be recognised as a 
mainstream component in health services corporate strategy and 
management. This should involve: 

* strengthening of responsibility and the extension of 
purchasing skills to areas not currently dealt with by the 
existing supplies function. 

* an improved career structure 

* a significant provision of training for all materials 
management staff. 

* encouraging new entrants to achieve formal certification in 
materials management. 

(vi) Significant opportunities exist to improve value for money by 
extending professional procurement skills and procedures to all 
areas of non-pay expenditure in the health services, involving the 
purchase of goods and services. The Group has made 
comprehensive recommendations regarding the need to have: 

* a greater focus on meeting the needs of the customer (i.e. the 
in-house user); 

* improved purchasing and stock management policies and 
procedures; 

* the extension of the competitive tendering process to cover all 
areas involving significant levels of expenditure on goods and 
services; 

* improved supplier relations; 

* the development of performance monitoring; 



(vii) 

* the more effective use of lnformation technology systems; 

* more effective warehousing and distnbution arrangements at 
agency level. 

The Group has proposed an implementation strategy which would 
achieve once-off savings of approximately f 5m and ongoing 
savings of approximately f 30m annually but only if significant 
investment is made in the development of the materials management 
function as recommended in this report. These savings should be 
retained for developments in the health services. 

3 May 1996 
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CHAPTER 1 - INTRODUCTION 

Background 

1 I During 1995, over f2 billion was spent on providing health care in Ireland, 
of which over f450 million was spent on goods and services. Against this 
background, the Minister for Health, Mr Michael Noonan, TD, established 
the Materials Management Advisory Group in April 1995 as a major 
initiative towards ensuring that the health services achieve value for money 
in goods and services purchased. 

Another factor which influenced the decision to set up the Group was the 
increasing public scrutiny of public expenditure by, for example, tile Dail 
Public Accounts Committee, and the Comptroller and Auditor General, 
who now has a role in assessing economy and efficiency in the use of 
resources. In addition, legislation will be introduced during 1996 to 
increase the accountability of the health services in the use of public funds. 

Terms Of  Reference 

1.2 The Minister gave the Group the following terms of reference:- 

"To review all aspects of the existing supplies function tlrrougltout the 
health services, to include staffing, facilities, organisation and 
in formation teclrnology and to develop proposals for the longer-term 
development of materials management (encompassing all consumables) 
so as to ensure optimum value for money in this area." 

Membership of the Grour, 

1.3 The following were appointed to be members of the Group:- 

Mr Sean Benton (Chairman) Director, Finance, 
Department of Health 

Mr Damien Carolan Purchasing Director, 
Superquinn 

Mr Eamon Corcoran Value for Money Unit, 
Department of Health 

Mr Martin Cowley Chief Executive, Mater Hospital 



M r  Nicholas Jermyn Chief Executive, 
St Vincent's Hospital 

*,Mr Michael Lyons 

M r  Pat Mullan 

Principal, Finance Unit, 
Department of Health 

Materials Management Adviser, 
Department of Health 

M r  Brendan Murray Project Manager, 
Materials Department 
Electricity Supply Board 

Ms Raymonde O'Sullivan Finance Officer, 
Southern Health Board 

M r  Manus Ward Deputy CEO, 
North Western Health Board 

* Replaced by Mr Joseph Cregan in October 1995 

Ms Anne Browne of the Value for Money Unit (VFM) of the Department 
of Health acted as Secretary to the Group. Mr ~ i c h a e l  Perkins and Mr 
Fergal Conlan, VFM Unit, Department of Health also assisted the Group 
in its work. The Group wishes to express its appreciation to them and also 
to Ms Theresa Banks who typed successive drafts of this report. 

Work P r o ~ r a m m e  

1.4 The Group met on seven occasions between April 1995 and February 
1996. At the outset, the Group decided to obtain as much information as 
possible about the current materials management function and best 
practice in the area. An advertisement was placed in the daily newspapers 
on 25 April 1995 inviting submissions to the Group in relation to the 
materials management function in the health services. The bodies which 
made submissions are listed in Appendix A. 

Presentations were made to the Group by the following:- 

- the Hospital Procurement Services Group; 

- the Health Boards' Value for Money Purchasing Group; 
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- The Government Supplies Agency, Dublin; 

- the Regional Supplies Service of the Northern Ireland Health and 
Personal Social Services Central Supplies Agency; 

- The Government Purchasing Service, Northern Ireland; 

- The Buying Agency (a United Kingdom public procurement body). 

In addition, the Group conducted interviews with materials management 
staff in 37 locations in Health Boards and Voluntary Hospitals and 
administered questionnaires were completed during these interviews. The 
37 sites are listed in Appendix B. Six direct funded homes were visited 
by members of the Group and these are also listed in Appendix B. 

Acknowledgements 

1.5 The Group wishes to acknowledge the valuable assistance which the 
following persons gave in the course of the Group's work:- 

Mr J. Swords Eastern Health Board. 
Mr T. Myers Eastern Health Board. 
Mr A. Murphy North Western Health ~ o a r d .  
Mr A. Long Southern Health Board. 
Mr S. Barry Southern Health Board. 
Mr F. Smyth Hospital Procurement Services Group. 
Mr B. Conlan Mater Hospital. 

and also the staff from the Health Boards, Voluntary Hospitals and Direct 
Funded Homes who completed questionnaires. 

The Group also wishes to express its appreciation for the assistance 
received from colleagues in Northern Ireland and in particular to: 

Mr J. Carvill Central Services Agency, Belfast. 
Mr S. Quinn Central S e ~ c e s  Agency, Belfast. 
Mr D. Court Government Purchasing Service, Belfast. 

The Group is also gratefd to the staff of the Govenunent Supplies 
Agency, Dublin; The Buying Agency in Liverpool and the staff of NHS 
Supplies, Central Division in Alfreton, Derbyshire who briefed the Group 
on their activities. 



CHAPTER 2 - MATERIALS MANAGEMENT IN THE HEALTH 
SERVICES 

Definition 

2.1 'Materials management' can be defined as the management and control of 
goods, services and equipment &om acquisition to disposition. The 
objectives of materials management are:- 

- to ensure a trained professional approach to the management of the 
total supplies chain; 

- to provide a customer-oriented service; 

- to apply a systematic and disciplined framework for achieving and 
maintaining optimum levels of stockholding; 

- to make appropriate use of equipment and technology in order to 
establish and maintain full control over access to materials used in 
patient care; and 

- to achieve value for money across all aspects of the function. 

2.2 The main elements involved in the function are:- 

Procurement: - 

specifications; 
tenders and contracts; 
sourcing; 
supplier appraisal; 
purchasing; 
analysing bids; 
negotiations; 
expediting; 
supplier and contract management; 
product evaluation; 
procurement directives; 
payment of suppliers. 
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Inventory Management 

stock control; 
warehousing; 
distribution; 
stock replenishment; 
goods inwards; 
goods outwards; 
stocktaking; 
materials handling; 
stock records. 

Systems and Procedures 

- management reporting; 
- coding; 
- systems management; 
- catalogue; 
- interface with accounting systems. 

Customer Service 

- performance monitoring; 
- customer liaison; 
- customer support; 
- consultation with unit managers; 
- monitoring quality of product'and service. 

2.3 The concept of materials management originated in the private sector. 
Over the past twenty-five years it has emerged from what was traditionally 
seen as an administrative function. In large organisations in the private 
sector it is now regarded as a senior management function which makes a 
significant contribution to the overall profitability of the enterprise. This 
change was driven by commercial considerations and the private sector 
has made a sigmficant investment in terms of management, staff, systems, 
infrastructure and staff development. The corresponding process of 
change is only now taking place in the public service and the function 
remains largely an administrative one. 

2.4 The materials management function in large co~ninercial organisations has 
been exposed to a range of new developments, concepts and practices. 



These include: 

Just in Time (JIT). 
Total Quality Management (TQM). 
World Class Procurement. 
Partnerships with suppliers. 
Supply chain management. 
Quality circles. 
Empowerment concepts. 
Electronic Data Interchange (EDI). 
Benchmarking. 

These concepts and developments have led to considerable changes in the 
culture, structure and nature of the materials management function in the 
private sector. However, the impact of these developments in the health 
services and in the public service generally has been limited. 

2.5 There have, of course, been some deve l~~ments .  The organisation of the 
supplies function in the health services has evolved since the 1970s when 
storekeepers were involved in purchasing and stocking a limited range of 
provisions, cleaning, hardware and stationery items. The end-users of 
specialist products dealt directly with suppliers, with each department 
being largely responsible for its own purchases. Over time, however, the 
volume of materials used in the healthcare sector increased substantially 
due to technological advances in areas such as medical and surgical 
supplies. This, coupled with the pressure on budgets over the last decade, 
led to a significant change in the role played by the supplies function. 

2.6 Health agencies gradually centralised the supplies function particularly for 
items used in more than one department. The pace of this development 
varied between agencies depending on the approach of senior 
management. At the same time agencies began to explore where they 
could co-operate to mutual advantage in areas such as group purchasing. 
This process was complemented by a number of initiatives which took 
place under the aegis of the Department of Health. These included the 
Trident Report on the Purchasing of Medical and Surgical Supplies and 
Consumables (1986), and the Report of the Hospital Efficiency Review 
Group (1990). 



2.7 Report on the Pu rchas in~  of Medical and Surgical Supplies and 
Consumables - 1986 

This study, commissioned by the Department of Health, was primarily 
directed at purchasing procedures for medical and surgical consumables 
and appliances. Trident Management Consultants were retained by the 
Department to examine existing purchasing arrangements and to make 
recommendations to facilitate the achievement of savings. 

2.8 Hospital Efficiency Review Groua Report - 1990 

In 1990, the then Minister for Health announced an Action Programme for 
the Health Services. One element of the Programme was the establishment 
of a review group to conduct an efficiency review of acute hospitals. The 
main recommendations of the Group in respect of purchasing and supplies 
were as follows:- 

- upgrading the materials management fimction; 

- upgrading management information systems; 

- increased use of purchasing groups; 

- improved stock control in all locations; 

- formal training programmes; 

- formal exchange of information between hospitals. 

Thls report also lead to the establishment of a Value for Money Unit in the 
Department of Health. 

2.9 The Department of Health limited its direct involvement in the Value for 
Money process to areas where it could make a significant impact on a 
service wide basis. It concentrated on promoting greater co-operation 
among the agencies throughout the service and emphasised the need to 
achieve greater economy, particularly in non pay expenditure areas, to 
reduce or contain expenditure and to improve cash flow. The Departmer~t 
also played a major role in encouraging the establishment of the Health 
Board and Voluntary Hospital structures currently involved in combined 
purchasing arrangements. 



2.10 Approximately £450 million (25% of the total) is spent annually on goods 
and services for hospital and community health care. A breakdown of this 
expenditure by agency category is set out in Figure 1 .  

Figure 1. Health Service Spending on Goods & Services During 1994 

Health Boards 

Voluntary Hospitals 

Direct Funded Homes 

Tntal 

£268.7111 

E153.lm 

£27.81-11 

E449.6m 



9 

2.1 1 Non-pay expenditure is spread across a wide range of product and service 
categories. The position is set out in Figure 2. 

Figure 2. Health Boards, Voluntary Hospitals & Direct Funded Homes 
Spending by Category 

Category £m 1 % o f  Total 

Drugs & Medicines 

Office Expenses(2) 

Provisions 

Medical & Surgical 

52.9 

40.03 

39.56 ~ - 

8.47 

6.93 

I 

at Power & Light(3) 

1 1.77 

8.9 

8 8 

Transport & Travel 

25.421 5.65 

Cleaning 

Medical Equipment 

Insurance 

Blood Products 

Banking 

67.7 

38.1 

X Ray 

15.06 

Laboratorv/Pathologv 

21.94 

20.42 

16.72 

15.62 

10.43 

10.431 2.32 

Professional Services 

Maintenance 

23.821 5.3  

4.88 

4.54 

3.72 

3.47 

2.32 

6.981 1.55 

Bedding & Clothing 

(1) The abovefigures exclude Miscel/aneous Non-pay crpen~liture (f40.97m), 
bad and doubtful debts (f2.57m), Section 65 Grants (f 73.19m), Cash 
Alloivances (f127.39), Capitation Fees (f45.81m) and Community 
Drugs Schemes (f59.31). 

31.18 

Computer Expenses 

4.921 1 . 1  

Farm & Grounds 

(2) Office Expenses: this category includes postal charges (12%) and 
telecommunications (25%). 

9.661 2.15 

Furniture & Hardware 

(3) Heat Power and Light 
The main elements in  this category are natural gas (25%), electricity (44%) 
and other (31 %). 

5.871 1.31  

Medical Gases 

1.2 0.27 

3.48 0.77 



Direct Funded Homes 

2.12 In its consideration of the materials management filnction in the health 
service the Group concentrated on the health board and voluntary hospital 
sectors as they account for the bulk (93.8%) of total non pay expendihlre. 
Individual direct funded homes tend to be small, the materials management 
hnction is less developed and they do not generally employ dedicated 
staff in this function. In addition, a significant part of their purchasing, 
particularly in the area of provisions, may be done locally as part of the 
therapeutic regime of their residents. 

2.13 A limited examination of the materials management function was 
conducted in the case of the homes. The Group is of the view that the 
structures proposed later in this report should take account of the 
particular requirements of homes located in their functional areas and 
should, at a minimum, ensure that the homes have access to call-off 
contracts and the benefits of general central purchasing initiatives. One 
factor which was identified, and which is capable of being addressed 
immediately, is that homes within the same group do not always combine 
their purchasing requirements and the Group recommends that this be done 
without delay. 

2.14 The following Chapters describe the current position' in regard to 
significant elements of the materials management function and set out the 
conclusions of the Group together with recommendations for 
unprovements. 



CHAPTER 3 - PURCHASING 

3.1 The Department of Finance publishes guidelines on procurement 
procedures to be followed by Government Departments and other bodies 
dependent on state funding, including health agencies. Competitive 
tendering is stated as a basic principle of Government procurement. The 
Department of Health does not issue specific guidelines in respect of the 
award of contracts for goods and services. The procurement procedures 
followed in the health services are the responsibility of the individual 
health agency but should take into account the guidelines issued by the 
Department of Finance. 

3 .2  Except for agreements in respect of natural gas, drugs and orthopaedic 
implants, there are no contracts or agreements in place at present covering 
all agencies in the heaith senices. 

Tenders and Contracts 

3.3 Most agencies formally tender for their main supplies requirements. This 
involves the use of the EU Procurement Directives (see Appendix C), 
where contract values exceed the thresholds laid down in the Directives. 

3.4 Contracts tend to be of one year's duration, though there is a trend towards 
standardising on longer terms - two years, or in the case of some of the 
major service areas, three or five years. With the exception of the product 
and senice categories tendered for as part of a group arrangement (see 
Figure 3 below), each agency uses its own distinct tender documentation 
and its own conditions of contract. 

3.5 The relative levels of expenditure under the different contract types are set 
out below: 
Figure 3 Annual Expenditure by Contract Type 
Health Board 

Local 

I 

Total as % of non-pay spend (E4496rn) 24.1 % 

£36.97111 

f33.048rn 

HPSG 

Other Group 

Maternity 

National 

£1 1.34111 

£6.787111 

E1.9rn 

E1.2rn 

Health Board VFMPG £17.181~1 



The value of non-pay expenditure on formal contracts appears very low at 
approximately 25%. However, this figure may not include contracts or 
long term agreements negotiated by line managers and, if these are taken 
into account, the percentage of expenditure on formal contracts is 
estimated at 48%. This leaves a significant level of expenditure on goods 
and services which is not subject to formal tenders and contracts. 

While procurement was traditionally carried out at individual unit level 
within the health services, with little or no co-ordination between agencies, 
this has changed in recent years and there have been some significant 
developments in the area of group tendering and contracting in both Health 
Boards and Voluntary Hospitals. The position is set in Figures 4 and 5. 

Ln the Health Boards there has been a trend towards the centralisation of 
the contracting function within each Board. This has been further 
developed with the establishment in 1990 of the Health Board Value for 
Money Purchasing Group (VFMPG) which has put in place a range of 
contracts which apply to all Health Boards. These are listed in Figure 4. 

Figure 4. Health Board VFMPG Contract Expenditure 

Contract Annual 
Value (f m) 

As % of Health 
Boiird Non-Pay 
Soend 

Fuel Oil 

Ix -~av  Film I 0.91 0.33 1 

4.61 1.71 

Incontinence Products 3 1 1.12 

Vaccines 

Ambulances 1 2.41 0.89 

Provisions 

Since 1990, as a result of the Report of the Hospital Efficiency Review 
Group on the major Dublin hospitals, there has been an evolving level of 
co-operation between the Voluntary Hospitals in the area of joint tendering 
for some major expenditure categories. Ln 1993 this process was 
formalised with the establishment of the Hospital Procurement Services 
Group (HPSG). The HF'SG has put in place a range of contracts to an 

4 1 1.49 

0.9) 0.33 

Hydrofluorosilicic Acid 

annual value o f f  1 lm. These are listed in Figure 5. 

0.61 0.23 

Laboratorv 0.791 0.29 

Total 17.18 6.39 
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Figure 5. Voluntary Hospital EPSG Contracts 

Contract 

Sterile Theatre Packs 

Provisions 

Hardware 

Dialysis 

3.10 The Dublin Maternity Hospitals have also organised a number of group 
contracts, to a value of E1.9m. 

Value (fm) 

3.4 

2 

1.3 

1.11 0.72 

l ~ x y ~ e n a t o r s  

Advertising 

Medical Gases 

Ambulatory Aids 

Total 

3.1 1 Considerable progress has been made by all three groups and annual 
savings of the order of Y.8m have been reported as a result of combining 
requirements. However, contracting for the substantial portion of non-pay 
expenditure is still carried out at individual agency level. 

As % of Voluntary 
Hospital Non-Pay 
Spend 

2.2 

1.3 1 

0.84 

3.12 Whde the supplies function has been evolving to a more centralised 
approach, in many of the agencies visited die supplies department still 
does not have a procurement role in a number of significant product and 
service areas. The most significant of these categories are drugs & 
medicines, pathology, computer software & hardware, and general service 
contracts. Typically such products and services are purchased by line 
managers whose primary function is not purchasing. 

X-Ray 

1 

0.8 

0.66 

3.08 

11.34 

EU Public Procurement Directives 

0.65 

0.52 

0.43 

0.05 

7.37 

3.13 During the course of the Group's infomation-gathering exercise it emerged 
that the European Union Public Procurement Directives are seen by 
supplies managers as being administratively complex and as a limiting 
factor in their dealings with suppliers. The fact that appropriate generic 
specifications are not readily available and that specific selection criteria 
must be developed in respect of each contract makes the universal 

1 0.65 
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implementation of the Directives more difficult. The strict timescales and 
the additional administrative work involved also create problems. 

3.14 Knowledge of legislation and statutory requirements regarding 
procurement by health agencies could be improved. To date, information 
or awareness of the EU Public Procurement Directives has been imparted 
to Supplies Ofticers in a legalistic manner rather than concentrating on the 
practical, operational aspects. 

3.15 However, users of products and services have not, in the main, been made 
aware of the implications of the Directives particularly in relation to: 

- the need for detailed generic specifications; 
- the need for non discriminatory award criteria; 
- the requirement to disclose the reason for rejecting a particular 

tender; 
- the requirement to disclose the name of the successful contractor, 

3.16 Prior to the introduction of the Directives, health agencies made extensive 
use of "post-tender" negotiations, with significant benefits reported in 
terms of price reductions. This practice is not now permitted under the 
Directives - except in exceptional circumstances. 

3.17 Appropriate product and service specifications are generally regarded as 
fundamental in obtaining value for money in procurement. Senior supplies 
managers were asked in the course of the 37 site visits to rate the quality 
of the specifications they currently use. The responses were as follows:- 

Figure 6 Satisfaction with Quality of Specifications 

l ~ e e d i n ~  significant improvement 10 

Satisfactory 

3.18 A significant technical input is necessary to upgrade specifications to an 
appropriate standard. Knowledge of, or application of, national or 
international standards is very limited in the health services. While 
international standards are available from the National Standards Authority 
of Ireland for many products, they are seldom used in contract 
documentation. Supplies managers perceive the whole area of 

10 

Needine some imorovement 17 
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specification as an area requiring attention, particularly given the stringent 
requirements of the EU Procurement Directives. Accordingly, 
performance based specifications need to be developed for contract 
documentation in order to ensure adequate competition and to provide 
equal opportunity for all suppliers. 

3.19 Specifications are generally written by the users of products or services in 
the commercial sector. These specifications aim to state the requirement 
clearly and to prevent discrimination against any supplier, product or 
process. Where specifications are being developed, it may prove useful to 
involve potential suppliers in the process, though care must be taken to 
ensure that this does not result in a specification which favours one 
particular supplier. Both users and purchasers have complementary roles. 

The role of the user is seen as: 

- drawing up performance based specifications. 

- assisting in compiling contract award criteria. 

- specifying the service level required. 

- carrying out technical evaluation. 

The role of the purchaser is seen as 

- carrying out all the commercial and administrative aspects of 
the procurement function. 

- issuing tenders and contracts. 

- negotiating terms. 

- evaluating suppliers. 

- managing the contract. 



Product Selection 

The method by which products are selected varies from agency to agency. 
In 18 of the 37 sites visited, User Groups or Product Evaluation 
Committees evaluate the suitability of produc:~ offered by suppliers. 
These tend to focus on medical and surgical product areas and 
membership includes nursing and, occasionally, medical as well as 
purchasing staff. In 18 of the sites visited, a product evaluation form is 
used. This form is completed by users of the product to establish if it is 
suitable for use in the agency concerned. 

User preference at local unit level tends to pay a large part in the choice of 
products and suppliers. This is seen as a major difficulty by supplies 
managers as users are not always regarded as being cost sensitive. 

The focus in the past has been on price as a major determining factor in 
the product selection process. The Group considers that there is a need to 
focus more on value for money (economy, efficizncy and effectiveness) in 
the selection process, rather than on price alone. In addition, the 
performance of suppliers, or their capacity to supply, is often not measured 
or taken into account. This can result in poor service, additional costs in 
expediting and re-sourcing and a deterioration in the service levels to end 
users of the product. While the exchange of price information and the 
targeting of price reductions is a vital element in the process of obtaining 
value for money, more emphasis needs to be placed on whole life product 
and service costs. 

New products are presented to the health services on an ongoing basis. 
Typically, such products would be demonstrated to end users by suppliers 
and this may result in the user requesting that this particular item be 
purchased in future. The decision to change from one brand to another 
often depends on the influence and pressure the user can apply and the 
financial implications of the decision. A change to a new brand of product 
may not take into account the levels of existing stocks held in either the 
central stores or the local department stores. 

Price and Information Exchange 

The price paid for any individual product can depend on a number of 
factors such as the negotiating skills of the buyer, the degree of end user 
preference, payment terms, the strategic requirements of the supplier etc. 
Attem~ts to reduce ex~enditure have tended to focus on the prices being 
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paid for products and some price comparisons between agencies have 
highlighted areas requiring attention. Prices paid for products at a local 
level may bear little relationship to the volumes being purchased. Indeed, 
in some reported cases agencies purchasing lower volumes have been 
paying lower prices. 

3.25 The exchange of price and supplier data and other market information has 
been very useful in achieving value for money. The Health Board's VFM 
Purchasing Group estimate savings in excess of £1 5m over a three year 
period as a direct result of information exchange. 

3.26 The group purchasing initiatives which have taken place to date (VFMPG, 
HPSG & Dublin Maternity Hospitals Group) have all, without exception, 
reported siguficant price reductions as a result of combining 
requirements and offering increased volumes to suppliers. In the case of 
the HPSG the average price reduction has been 16.5%, and in the case of 
the VFMPG 12% and the Maternity Group 5.2%. It should be noted, 
however, that the expense categories were targeted where it was felt 
savings could be made. 

Suppliers 

3.27 The health services market is supplied by a wide range of specialised 
suppliers and includes large multi-national corporations, indigenous small 
to medium manufacturers, large distributors and small family owned and 
run distributors. 

3.28 In general, relationships between the health agencies and suppliers are 
good and the service provided is effective. A questionnaire was issued to 
36 suppliers covering aspects of the procurement process of which 27 
were returned. Areas highlighted for attention by suppliers included the 
following:- 

- a need for more feedback from agencies in respect of quality of 
service provided. 

- the volume of business on tender documentation seldom matches the 
volume actually received (in response to the question "In terms of 
contracts awarded to your company, do you receive the volume of 
business in the tender documentation?': 73% said "sometimes" and 
27% said "mostly'?. 
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- prompt payment of invoices 

- a need for improved tendering procedures. 

- adequate notification of tender acceptance. 

- concept of "partnership" with suppliers. 

- the focus should be on VFM and not only on price in awarding 
business. 

- the quality of service is not recognised in awarding contracts. 

- a need for standard conditions of contract. 

- a need to reduce papenvork - too many low value orders. 

3.29 It is important that tendering and contracting procedures be open and fair 
to all suppliers. Some suppliers indicated that they are not always familiar 
with tendering procedures in individual agencies and are uncertain as to 
the award criteria for contracts. Suppliers and supplier trade associations 
have suggested that health agencies should use standard conditions of 
contract to simplify the tendering process. 

.30 Supplies managers raised the problem of sponsorship as a complicating 
factor in their business relationships with suppliers. Typically, such 
arrangements involve a commitment to purchase certain products in return 
for the "free" provision of equipment, funding for a research post or 
training. Such arrangements are often set up outside the control of the 
supplies depamnent and are not subject to commercial evaluation. They 
tend to bypass the normal tendering procedures and subject supplies staff 
to pressures from suppliers. 

3.3 1 There is a growing recognition of the contribution that quality suppliers 
can make. This trend has been reflected in many major commercial 
companies where a system of "Approved Suppliers" is in place. Suppliers 
are subject to a rigorous assessment before they achieve this status. This 
approach ensures that only those suppliers who have the ability to meet all 
the terms and conditions of a particular contract are selected. 



3.32 The performance of suppliers is not measured on a systematic basis in any 
of the agencies visited. Performance tends to be reviewed informally, on 
an exception basis. 

Purchase of Equipment 

3.33 Each year the health services spend a variable amount on equipment 
purchases, some of which is funded by way of capital grant from the 
Department of Health (in 1994 this amounted to E12.6m approximately) 
and some from the agency's own revenue account. No mechanisms are in 
place to combine the equipment requirements of the individual agencies to 
obtain better value for money from suppliers when new or replacement 
equipment is being purchased. Consequently, individual agencies may 
purchase the same requirements from the same suppliers at the sanie time 
as other health agencies. 

Conclusions 

3 .34  From the analysis carried out by the Group, it would appear that:- 

- there is duplication of activity in tendering and contracting with 
various agencies issuing tenders and awarding contracts for similar 
product ranges. 

- there is only limited use of comprehensive generic product or 
performance specifications. Requirements are often specified 
vaguely or refer to trade names and there is little application of 
national or European standards in tender and contract 
documentation. 

- existing methods of measuring supplier performance and evaluating 
new suppliers fall short of industry norms and need to be improved. 
A common method of supplier evaluation should be used by all 
health agencies. 

- procurement efforts are not always adequately focused on the high 
spend areas. 



Recommendations 

The Group considers that major opportunities exist to achieve further 
benefits by exploiting economies of scale in combining requirements 
across health agencies. Successful group purchasing initiatives have 
developed separately in the Health Board and Voluntary Hospital sectors. 
The Group is of the view that these initiatives need to be developed 
further by combining the procurement activity of both groups to 
maximise the purchasing power of the health services in the market. 

The Group also considers that significant opportunities exist to improve 
value for money by extending professional procurement skills and 
procedures to all areas of non-pay expenditure involving the purchase 
of products o r  services. 

All areas which involve significant levels of expenditure on the 
purchase of goods o r  services should be subject to formal tendering 
and contracting. 

Supplies managers should be given specific responsibility for the 
contracting of all goods and services in their agencies and for 
compliance with all legislation relating to procurement - EU Procurement 
Directives etc. This responsibility should include areas traditionally 
outside the domain of the supplies function e.g. information technology, 
pharmacy, technical services, CSSD, medical equipment etc. In the case 
of drugs and medicines where specific legal requirements apply, Supplies 
Managers should be given responsibility for the tendering and contracting 
functions in consultation with the Pharmacist. Other aspects of the 
function such as order processing, management of stocks and the issuing 
and distributions of drugs should remain under the control of the 
Pharmacists, but in the context of a team approach. 

A team approach by buyers and users with the common objective of 
obtaining best value for money for the health services, taking into 
account economy, efficiency and, most importantly, effectiveness, should 
be adopted irrespective of whether the contract is effected nationally, 
regionally or locally at unit level by Supplies Officers. 

The involvement of clinical and technical staff in the product selection 
process needs to be assessed and the roles and responsibilities of all 
involved in the procurement process from specification of 
reauirements to the award of the contract need to be clearly defined. 
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It must be noted that the skills involved in specifying what is required are 
distinctly different to the skills involved in the procurement process. 

3.41 Decisions on product selection should be based on whether the 
product is (a) technically acceptable by reference to the specification 
and (b) commercially acceptable. 

3.42 Cross-functional user groups should be established in respect of each 
tender to: 

- draw up performance based specification; 
- establish appropriate award criteria; 
- organise and carry out technical evaluation; 
- specify service level required; 
- recommend contract award. 

3.43 There should be free and open exchange of information on all aspects 
of the procurement function between agencies. Such information would 
include market trends, prices, supplier performance, specifications and 
award criteria. 

3.44 Agencies should benchmark their purchasing practices against the 
best public and private sector practice on an ingoing basis. This will 
highlight areas for improvement and will encourage ongoing development 
of improved value for money. 

3.45 At national level there should be an  all health services approach to 
joint tendering covering Health Boards, Voluntary Hospitals and 
Direct Funded Homes in respect of appropriate categories of products 
and services. 

3.46 Comprehensive generic product specifications for use by procurement 
staff in all health agencies should be developed with the assistance of 
in-house clinical and technical staff as  well a s  from outside the 
service. 

3.47 Agencies should ensure that the EU Procurement Directives a r e  being 
fully complied with in respect of all categories of products and 
services purchased. End users of products and services should be aware 
of the overall implications of the Procurement Directives. A programme 
should be developed to ensure that technical staff (including medical, 
nursing, paramedical etc.) are aware of the procedures involved. 



3.48 The Group considers that standard conditions of contract should 
apply to all health agencies and that local variations in conditions can 
be accommodated as  "special conditions". 

3.49 In order to streamline and simplify the tendering process for both suppliers 
and health agencies, the Group recommends that standard tendering 
documentation should be used by all health agencies. A method of 
allowing suppliers to submit tenders electronically using a standard 
software package should be developed to reduce the administration 
costs of completing and analysing tenders. 

3.50 Contracts should be actively managed by agencies. Once a contract 
has been awarded, the performance of the supplier should be monitored 
against the requirements set out in the contract and appropriate remedial 
action taken - if required. 

3.51 Due to the high costs associated with tendpnng, contracting, evaluating 
new products and with changing suppliers, longer term contracts should 
become the norm for the majority of purchased goods and services. 
Such contracts should be subject to annual review and satisfactory 
performance. It must be stressed, however, that the optimum contract 
period will vary depending on the products or services being purchased 
and on the prevailing market conditions. 

3.52 Agencies should establish approved suppliers lists to assist in 
identifying the most suitable supplier to provide goods and services on 
terms which represent best value for money. Before approval, agencies 
should be satisfied the supplier is, at a minimum, technically sound, 
adequately resourced, financially stable, reliable and managerially 
competent. This will involve visits to suppliers premises to inspect their 
systems, procedures and processes. 

3.53 Agencies should ensure that such supplier approval procedures do not 
militate unduly against small and medium enterprises. It should be 
recognised that small to medium sized companies can often match or 
surpass larger suppliers in flexibility of service. 

3.54 Purchasing staff should adopt a more open approach in their dealings 
with suppliers. Suppliers should, on request, be advised of contracts 
coming up for renewal, requirements for completing tender documentation, 
the product selection criteria for the particular contract, if their tenders are 



not accepted they should be advised of the reasons. It is in the interests of 
the health agencies that the development of suppliers is encouraged and 
that competition in the marketplace is strengthened. 

3.55 Purchasing staff should workwith suppliers to drive costs out of the 
supply chain wherever they occur. This could involve using, where 
appropriate: 

consignment stock (where stock is paid for only as it is 
consumed). 

- "stockless purchasing" (where stocks are held by the supplier 
rather than agency and delivered as required). 

- merchandising (where supplier takes responsibility for 
managing the stock in the health agency). 

- scheduled deliveries on a planned basis. 

3.56 A code of ethics, covering areas such as:- 

- gifts and hospitality; 
- disclosure of interest; 
- confidentiality; 
- integrity; 
- separation of duties, 

should be drawn up a t  a central level and made available to local 
agencies. In addition, consideration should be given to developing a 
Suppliers Charter for use by all health agencies, to govern relationships 
between suppliers and the agencies. 

3.57 The Group, while acknowledging the benefits of sponsorship by 
suppliers in the health services, considers that it should only be 
accepted when it is channelled through, and approved by, the senior 
management of the agency concerned and is subject to normal 
financial and commercial assessment. 

3.58 At agency level a Pareto Analysis of all expenditure on products and 
services should be carried out to enable purchasing efforts to be 
focused on the areas accounting for the bulk of expenditure. 

3.59 Whole life costs, rather than price only, should be taken into account 
in analysing tenders received from suppliers. 



3.60 New product introductions need to be controlled, with adequate 
justification for change taking into account economy, efficiency and 
effectiveness. Where new products are introduced the problem of existing 
stocks of the "old" product needs to be addressed. Where possible 
agencies should ensure that all existing stocks are used up before the 
"new" stocks are purchased. Where this is not possible, e.g. where a total 
new system involving many different component parts is introduced, the 
onus should be put on the supplier to buy and back and credit all existing 
stocks before conversion to the new system. Even where the supplier of 
the new product is different to that supplying the previous product, the 
onus should be on them to resolve the problem of obsolete stock as a 
prerequisite for the introduction of the new system. 

3.61 The Group recommends that in relation to the purchase of equipment: 

- agencies should list their equipment requirements annually in order 
of priority and in a standard format. 

- a central database should be maintained of national equipment 
priorities based on the combined lists of the agencies. 

- this list be further prioritised to produce a national equipment 
priority list which shocld be used as the basis for funding. 

- agencies should maintain plant and equipment registers in a 
common format and this data should be available centrally to assist 
with prioritising needs and planning future equipment expenditure. 

- agencies should have a process for assessing their equipment 
requirements based on clinical need and functional use. 

- the purchase of equipment should be planned and requirements 
throughout health agencies combined to obtain better value. 

3.62 The Health Strategy document "Shaping a Healthier Future", highlights 
"the tendency for new technologies to spread rapidly before there has 
heen any systematic apprarsal of their costs or benefits': The Croup 
recognises the need for the establishment a t  national level of a formal 
system of technology assessment. 
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CHAPTER 4 - STOCK MANAGEMENT 

4.1 In health agencies stock is held at a number of locations both centrally and 
locally. Typically the central stores hold stocks which are issued to end 
users of the goods on a weekly basis. The end users maintain a level of 
"working stock" for use in their own departments. 

4.2 In addition to the central stores, most of the acute care hospitals have 
Central Sterile Supplies Departments which stock a varying range of 
sterile products for regular issue to ward areas and operating theatres. 
Catering departments tend to hold a stock of perishable food items and 
issue these as required to the wards. Some departments (e.g. 
Physiotherapy in respect of patient supports) may also stock and issue a 
range of specialist products. In addition, pharmacies stock and issue drugs 
and medicines as required. 

4.3 Global information on the value of stocks held at user department levels is 
not readily available in all locations. However, based on work done in a 
number of major hospitals, it is estimated at f31m. (excluding drugs and 
medicines). 

4.4 In all but four of the 37 sites visited stock records are computerised in 
respect of stocks held in central stores. The levei of development of these 
systems varies considerably fiom location to location. In some cases both 
in major and smaller hospitals only records of orders and receipts are 
maintained without any record of issues or.balances kept. In many of the 
sites visited data on "non-stock" items were not available or only available 
in a limited format. In nine of the 37 sites visited records of receipts and 
issues were not maintained up to date. 

4.5 Stock-checking and costing procedures vary fiom location to location. In 
2 1 cases out of 37 sites visited the method used is continuous while in 17 
counting is done periodically. However, one agency reported using both 
methods. 

4.6 None of the locations visited classify stock by control group (A, B, C) and 
16 review slow moving items on a routine basis. Departmental costing 
information was not available in six of the 37 sites surveyed. 



Local Storage Areas 

"Working stock" is held by the user departments to provide for product 
usage between deliveries from the stores. The volume and value of this 
stock vary considerably from department to department. Areas such as 
operating theatres, which are intensive users of materials and hold a 
significant volume of "non-stock" items, tend to have high stock levels 
while small departments, such as offices, tend to have very small stock 
values. 

Stock levels are determined by (a) the departmental head in 34 of the 37 
sites or (b) jointly by the department head and the supplies department in 
the case of three sites. In only 4 of the 37 locations visited did the 
Supplies Department monitor the levels of stock in the user areas. A 
number of other sites were in the process of moving towards involvement 
in this area. 

Two acute hospitals reviewed stocks held at department level. They found 
significant overstocking of products to a level in excess of 30% by value. 
As local storage areas tend to have poor layout with goods dispersed 
between several rooms and presses it is difficult for staff to establish what 
they have in stock and to find items needed. Stock tends to build up and 
may become obsolete. Specialised staff spend time and effort looking for 
and requisitioning stock. This overstocking at user level may be partly due 
to a lack of confidence in the effectiveness of the supply service. 

Stock Re~lenishment 

Requkitions - stock items 

Stock items are generally routine items used by a number of departments 
in the agency concerned e.g. bandages, food, stationary items, etc. 
Paper-based requisitions are submitted by various departments to local or 
regonal stores at regular intervals. These are normally completed by 
department heads or their deputies. In most cases the requisitions are 
pre-printed with items held in stock listed by category. In addition, urgent 
or once off requisitions for stock items may be completed at any stage 
between the scheduled requisition cycle. Items requested are picked by 
stores staff and delivered, in the main, by manual trolleys to the 
department requesting the goods. 



4.1 l In three of the 37 sites visited top-up systems are in operation. In one 
major acute hospital visited bar coding technolop is used by ward staff to 
replenish their stocks. This has significal~tly reduced the clerical work 
involved in processing requisition documentation in the Supplies 
Department. 

4.12 In a number of sites visited the Central Sterile Supplies Departments 
(CSSDs) operated a parallel stocking and distribution service. In only one 
case out of the 37 sites visited was any system of recording issues and 
stock balances applied to CSSD stocks. 

Requisitions - Non-Stock Items 

4.13 Non-stock items (i.e. items not stocked by the supplies department) 
account for a substantial proportion of erpenditure in the non-pay sector. 
The volume is particularly high in the major acute hospitals. [At one end 
of the scale these could be fast moving food items e.g. breadlmilk and at 
the other end, slow moving specialist items such as orthopaedic implants.] 

4.14 Requests for non-stock items are, with a few minor exceptions, paper 
based and are completed on a weekly or ad hoc basis and sent to the 
supplies department. These are converted to purchase orders by supplies 
staff and sent to the appropriate supplier. Non-stock items are delivered 
directly to the appropriate department on receipt. 

Conclusions 

4.15 From the analysis canied out by the Group, considerable improvement is 
required in relation to stock management policies and procedures: 

- stock control procedures and systems need to be improved in the 
central storage areas including CSSDs. The level of performance 
monitoring in the stock management area is inadequate, with only 
stock valuation levels receiving any significant attention. Stock 
turnover or service fill levels were not measured in any of the sites 
visited. 

- stocks are not classified by control group (i.e. Pareto Analysis to 
identify the "vital few" accounting for the bulk of expenditure). 

- slow-moving items are not routinely reviewed. 
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- there is little emphasis on managing stocks outside the central 

stores even though the value of such stocks may exceed that in the 
central stores. 

stocks in user departments are generally managed by department 
heads. As this is not a core function for them, it does not receive the 
attention it deserves. 

- paper based stock requisitioning procedures are time-consuming for 
both product users to complete and for supplies staff to process. 

Recommendations 

Management information on stock movements should be improved. 
Departmental costing information is often not available for circulation to 
user departments. Where such reports are available they are not always 
circulated. 

Adequate records should be kept in relation to stocks held. Such 
records should include 

- receipts from suppliers; 

- issues to departments; 

- returns to suppliers; 

- returns to stores; 

- stock adjustments etc. 

Key information in relation to stocks should be readily available in the 
central stores including stock balances, items on order, overdue 
orders and usage by departments. This information should be kept up- 
to-date and should be accurate so that it can be used as a tool to manage 
the stocks actively rather than as a rekospective accounting mechanism. 

Where CSSD or other s~ecialised storage areas issue goods to user - - 
departments similar records of stock movements should be maintained. 



Performance Indicators 

Performance Indicators covering service fill levels, stock turnover 
rates by category of product, and stock valuation change should be 
calculated and reported on a regular basis. Detailed departmental 
costing reports should be circulated to department heads on a period 
end basis and any deviation from the norm queried. Comparisons of 
product usage between similar departments should be made and any 
anomalies queried. 

Stocktaking should be carried out on a continuous basis to verify 
records. Procedures should be in place to report discrepancies found 
in stockchecking. 

Stock should be classified by control group (Pareto) with appropriate 
controls and re-order quantities for each group (strict control and low 
stocks for the " A  items and lesser controls on the "B" and "C" items). 

Obsolete and slow moving stocks should be identified and reviewed 
on a regular basis. 

It is recognised that the existence of appropriaje IT systems is a necessary 
pre-requisite for managing stocks in the central storage areas. This is 
discussed in Chapter 6. 

Local Storage Areas 

The effective management of stocks in local storage areas is a difficult 
task, as stocks are located outside the "domain" of the Supplies Officer. 
Managing stocks or procurement is never the primary concern of the user, 
and is done only as time permits and is usually done poorly. As a result 
department stock levels are often excessive, some items are often out of 
stock and costs of stock and material requirements are generally higher 
than they need be. The Group is of the view that stocks will be more 
effectively managed if supplies staff accept responsibility for the whole 
supplies chain and provide a Managed Stock System for their customers. 
Thls would involve:- 

- the establishment of maximum and minimum stock levels for 
the main user departments based on consumption patterns and 
lead times. 



- The return to Stores of any stock above the maximum level thus 
providing a once off saving. 

- the upgrading of storage facilities a t  department level so that 
stock levels can be checked efficiently. 

- the Supplies Department taking responsibility for the 
replenishment process, completing requisitions on behalf of other 
departments, ensuring that optimum levels of stock are held, 
delivering the goods required, putting them away and ensuring 
departmental storage areas are kept in good order. 

- the inclusion of as high a percentage as possible of products used by 
each department serviced, whether these are "stock or "non-stock 
items, in the arrangement described above. 

- the use of automatic data capture by means of bar coding 
technology would greatly assist in ir.;l:ing the stock replenishment 
process more effective. 

- the provision of a customer oriented service - having material 
on hand for users when required without any intervention on 
their part  being necessary. 

4.25 The Group considers that the benefits to be derived kom the 
approach outlined above would be significant both in financial terms 
and also in terms of improved service to customers. Implementation 
would involve significant change at local agency level and the 
reassignment of resources. Adequately trained supplies staff need 
to be made available to take over the requisitioning and stock taking 
functions previously carried out by nursing, paramedical and other 
staff. It is envisaged that this would be achieved from within the 
existing staffing resources of the supplies department. 



3 1 

CHAPTER 5 - CUSTOMER SERVICE AND PERFORMANCE 
MONITORING 

Customer Service 

The ultimate customer for all healthcare services is the patient. However, 
for the purposes of this report "the customer" refers to any in-house users 
of the supplies service in healthcare agencies i.e, wards, laboratories, 
offices, operating theatres etc. and other departments who have a 
requirement for goods or services. Customers of the healthcare materials 
management fbction are diverse, with complex and varied needs and 
include nurses, doctors, laboratory, paramedical and administrative staff. 

A Customer Service Questionnaire was issued on behalf of the Group to 
two health boards and two large voluntary hospitals to determine the level 
of customer satisfaction with current materials management arrangements. 
The questionnaire was completed by a range of staff including ward 
sisters, theatre sisters, medical consultants, catering managers, matrons 
and superintendent public health nurses. The questionnaire covered 
general supplies, rnedicaUsurgical supplies and equipment purchases. 
While there may be local variations in practice, the Group considers that 
the survey is reasonably representative. The findings are set out below. 

Figure 7. Analysis of Customer Survey - 
Med/Surg General 
Dis- Satisfied Dis- Satisfied 
satisfied 

Courteous & helptid staff 

Responsiveness to changing requirements 

As a source of new product information 

Adequacy of product evaluation procedures 

10verall satisfaction with supplies & 1 26%/ 74% 31%1 69%i 

- - - 

. - 

Ipurchasing service 

- - 

11% 

42% 

67% 

57% 

89% 

58% 

33% 

43% 

Availability of cost information 22%1 78%/ 38% 62% 

15% 

44% 

70% 

55% 

Notification of change in procedures etc. 56%1 44%/ 33%1 67% 

85% 

56% 

3 0% 

45% 



Performance Monitoring 

5.3 The measurement of performance in health services materials management 
is very limited. In the course of site visits, supplies managers were asked 
to indicate areas which are subject to formal review on a period end basis. 
The responses were as follows: 

Figure 8. Performance Monitoring in the Case of 37 Sites 
Stock Valuation 

Number and value of orders issued 

I~umber  of stock-outs I 1 1 

29 

9 

Price movements 4 

5.4 As can be seen the area receiving most attention in terms of on-going 
review relates to the value of stocks held and to stock adjustments. 
Service fill levels are monitored in only two of the 37 sites and supplier 
performance is formally measured in only one ,site. 

Stock adiustments 

Number and value of requisitions processed 

l ~ u ~ ~ l i e r  performance 

Supplies managers were also asked whether senior management set 
performance targets in respect of any of these areas. The responses were 
as follows: 

15 

9 

Service fill levels 

- ~ 1 

Figure 9. Setting of Performance Targets in the Case of 37 Sites 
lstock Valuation 9 / 

2 

Stock adjustments 2 

No, and value of orders issued 

5 5  The above responses indicate little, or (in some cases) no setting of 
performance targets or ongoing review of performance in most aspects of 
the materials management function. The only area receiving any 
significant attention relates to stock valuation. 

1 

Service fil l  levels 

Price movements 

Supplier performance 

No, and value reauisitions processed 

0 

0 

0 

1 

Number of stock-outs 0 



5.6 Best commercial practice in improving quality and performance involves 
the setting of objectives and the measurement of performance relative to 
such objectives. In the area of healthcare materials management the 
objective could be stated as: 

- to have the proper product or service available when needed 

- to pay the lowest possible cost for purchased goods and services of 
adequate quality. 

- to minimise investment in inventory at all levels. 

- to operate efficiently and effectively. 

Conclusions 

5.7 The results of the survey highlight the need to develop a customer focused 
service based on good business practices and or? improved 
communications between the customers and the materials management 
departments. This will involve a greater concentration on meeting the 
needs of the customer. 

5.8 Modem concepts of customer service as practised by the more progressive 
commercial companies do not appear to have evolved to the same extent in 
the health services. In the past the supplies hnction has acted as a 
"gamekeeper" on expenditure and this has tended to influence the 
perception of the supplies departments as more interested in satisfying the 
needs of the finance department than on giving the customer the senice 
they require. Traditionally, the service provided by supplies departments 
has not been measured on a quality of service basis. 

Recommendations 

5.9 The Group recommends that all agencies should critically review their 
materials management operations from a customer service 
perspective. 

5.10 Common key performance indicators should be established covering 
areas such as  service fill levels, response times, satisfaction levels etc. 
Such data should be exchanged between agencies to indicate how 
agencies are performing relative to each other and to highlight areas for 
improvement. 
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5.1 1 The internationally recognised IS0  9002 quality of service standard 
should be set as  a target to be achieved by the materials management 
function in all agencies. This will ensure that every stage in the supply 
chain is subjected to formal quality controls. 

5.12 Agencies should conduct customer-service surveys on an on-going 
basis to monitor progress and to ensure that the service level provided 
is meeting the customers' needs. 

5.13 The Group recommends that specific targets should be set on an  
annual basis for the accomplishment of such objectives and that 
performance be measured in respect of each. Areas for which specific 
targets should be set would include: 

- supplier performance; 
- service fill level ; 
- deliveries; 
- operational cost of materials management; 
- stock turn rate; 
- stock values at central & local storage areas; 
- price savings. 

5.14 Performance against targets set should be reviewed on an on-going basis. 
Performance indicators in the materials management area should be 
shared between health agencies for comparison purposes and as a 
means of stimulating improvement and identifying areas where efforts 
might be best employed to secure improvements in quality of service and 
value for money. Central to such exchange of performance data is 
common data with common definitions. Performanc; indicators should 
be calculated centrally and circulated on a period end basis to 
agencies. 

5.15 In addition to exchanging information and performance indicators, 
agencies should look to other organisations outside the health services 
with whch they can benchmark. Benchmarking involves the comparing of 
performance and processes of different organisations and using the 
fmdings to improve performance. Agencies should identify 
organisations who a re  seen as  employing best practice in materials 
management and should compare their performance in key areas such 
as prices paid, service fill levels, stock turn rates, operational cost of the 
materials management function relative to expenditure etc. 
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CHAPTER 6 - SYSTEMS AND PROCEDURES 

Current Status 

6.1 The use of strategic management statements, comprehensive policy and 
procedure manuals in the materials management function is very limited. 
Where procedures and policies do exist, they are frequently outdated and 
do not reflect current practice. In private sector organisations with similar 
levels of procurement expenditure, such documentation is standard and 
implementation receives the support of senior management. Best 
commercial practice would involve the external assessment of systems and 
procedures (e.g. I S 0  9002 or the "(2" mark) on a quality of service basis. 

6.2 Of the 37 sites visited, 33 were operating computerised systems to assist 
with the materials management function. Fifteen different systems are in 
operation. One system is used by 12 agencies. 

6.3 The level of computerisation varies significantly between agencies. Some 
have modem comprehensive materials management systems with flexible 
reporting programmes while others offer little more than basic stock 
control and purchase order processing facilities. The implementation of 
computer systems in the purchasing and materials management area has 
generally been difficult. Systems tend to be selected by finance or senior 
management as part of an overall financial IT package with little account 
taken of the requirements of the materials management function. As a 
result, from an operational perspective, processing of transactions can be 
over-elaborate and not user-iiiendly. In addition, certain fwctions 
frequently continue to be operated manually because the particular 
automated format is not fully suited to requirements. Time can be spent in 
manually rearranging data which could be automated. There tends to be 
little training of staff in the operation of systems and resources are not 
generally provided to project manage their installation and development 
adequately. 

6.4 Where modem systems are in place, they are not being used to their full 
potential. For example, re-order lists are frequently generated manually, 
there is no system measurement of supplier performance, systems are 
sometimes not kept up to date and management reports are often not 
generated or acted upon. Systems tend to be used as retrospective 
accounting tools rather than as mechanisms to manage the purchasing and 
materials management function actively. 



6.5  Bar coding is extensively used in the retail sector of private industry to 
improve the speed and accuracy of data entry. The use of this technology 
was reported in only three of the 37 sites visited. While the use of this 
technology is still at the developmental stage, all tluee locations reported 
benefits in reducing the amount of clerical input required for processing 
requisitions. There was also the additional benefit of improved accuracy, 
reduced lead times and reduced stock holding. 

6.6 Agencies tend to use their own part numbering or item coding systems, 
with two exceptions who use the National Supplies Vocabulary (NSV) 
developed by the former Department of Health and Social Security 
(DHSS) in the UK and used by many public sector organisations there. 

6.7 Supplies managers were asked to rate their IT systems in the course of the 
site visits. The responses were as follows: 

Figure 10. Satisfaction with IT systems in 33 of 37 Sites Having IT Systems 

Satisfactory 

This indicates that 58% of supplies managers feel less than satisfied with 
their IT systems. 

141 42 

Significantly Deficient 

Needing improvement 

Excellent 

6.8 Procedures for certifying invoices for payment are not standard throughout 
the health services. In the health board sector generally, this process tends 
to be an integral part of the supplies function, while in the voluntary 
hospitals it tends to be part of the finance function. In some of the sites 
visited the process of approving invoices appears unnecessarily complex, 
requiring, for example, matching of the purchase order with the delivery 
note andor the goods received note with the invoice, manual certification 
by the supplies department, manual certification by the administrator's 
office and finally processing for payment in the finance department. 

6.9 In the private sector the use of electronic data interchange (EDI) is 
relatively commonplace. ED1 may be defined as the process of sending 
business documents in a standard format from one computer to another 
electronically. Typically, such documents include purchase orders and 

Needing significant improvement 

5 

3 

0 

15 

9 

0 

11 33 



invoices. The benefits of the use of this technology include reduced 
papenvork, shorter lead times, improved accuracy and reduced processing 
costs. In the health services only one agency reported using ED1 and only 
with a limited range of suppliers. A number of other agencies aim to 
introduce the technology over the coming months. With the general under 
development of purchasing and materials management systems it may be 
some time before agencies are ready to implementing EDI. 

Conclusions 

6.10 In general existing systems do not provide the type and quality of 
information on a timely basis to enable supplies managers to manage 
the materials management function effectively. The lack of such data 
siguficantly reduces the potential to provide value for money and to 
provide an efficient and effective service to customers. 

6.1 1 The variety of differing coding, item descriptions, classifications and 
IT systems does not facilitate the easy exchange of information 
between agencies. Basic data such as expenditure by supplier by year, 
annual usage and current purchase prices are frequently not readily 
available. Current systems are generally paper-based (requisitions, 
tenders, contracts etc.) leading to duplication in the completion of 
documents by customers or suppliers and supplies staff. Automation of 
these aspects of the function would lead to considerable operating 
efficiencies. 

Recommendations 

Procedures 

6.12 Senior management should develop a strategic management statement 
and policies in respect of the materials management function. These 
strategic management statements and policies should clearly set the 
kamework within which the materials management function operates and 
should be circulated widely to all staff with materials or service 
requirements. Many of the areas covered will be common to all agencies. 

6.13 Individual agencies should develop comprehensive written procedures 
covering all aspects of the materials management function. Such 
procedures should cover all aspects of the function such as segregation of 
duties and responsibilities, receiving, issuing, stock-checking, purchase 
order processing, tendering, returns to suppliers, obsolete stock, etc. 



6.14 Procedures for the certification of invoices should be simplified to 
reduce the stages of approval consistent with maintaining adequate 
controls. With modem IT systems, where invoices match purchase orders 
and deliverylgoods received notes, certification should be an automated 
process. Agencies should ensure a separation of duties between staff 
who place orders, those who receive the goods or sewices and those who 
authorise payments to safeguard against impropriety or unethical practice. 

6.15 A target should be set for achieving the internationally recognised 
service quality standard I S 0  9002 in respect of the materials 
management function within three years. This would involve annual 
audits by an external agency of compliance with policies and procedures. 
The concepts of quality management and a focus on "getting i t  right 
first time" should be central to all systems, procedures and policies. 

6.16 A common coding system should be introduced for all the health 
agencies to facilitate the accurate exchange of data. The UK based 
National Supplies Vocabulary (NSV), currently in operation in two sites 
would appear the most appropriate. In addition, agreement should be 
reached, in consultation with the Finance Officers, on a common category 
coding system to facilitate the exchange of data between agencies. 

Systems 

6.17 The Group is of the view that a common materials management IT 
system is desirable in the health services. However, practical 
considerations may mean that this is not possible (due to local 
requirements, interfacing with financial systems, age of current systems 
etc.). Taking account of these constraints, common outputs should be 
developed from differing systems, such outputs to be agreed at a 
national level. Advice should be available to local agencies on the 
selection of new systems and this advice should take into account the 
requirements of the materials management function at local, regonal and 
national level. 

6.18 IT systems should be open and user friendly. Installation of new IT 
systems need to be adequately project managed and resources need to 
be provided for this purpose. Staff with expertise in both the supplies 
function and in IT should be used to assist with the installation and 
development of systems. In addition, adequate training of staff in the 
operation of systems should be provided. 



6.19 Systems should be developed to allow for electronic requisitioning 
This will enable users to enter requisitions on remote terminals. As a 
result picking lists will be produced in the supplies department thus 
eliminating the need for supplies staff to code and input requisitions. 

6.20 The Group recommends the more extensive use of ED1 to reduce 
processing costs, shorten lead times, improve accuracy and generally 
improve efficiencies. It is recognised that in many agencies significant 
developments in the operation of IT systems will be a necessary 
pre-requisite to introducing EDI. 

6.21 Systems should be capable of automatically generating routine 
reports covering areas such as  stock valuation, service fill levels, 
supplier performance, departmental costing etc. and providing 
comparisons with previous periods. They should be flexible and should 
be capable of handling "non-stock" items, electronic requisitioning, issues 
from multiple storage locations, documentation tracking, issuing tenders 
electronically, generating standard performance indicator data, providing 
Pareto Analysis etc. in a satisfactory manner. 

6.22 The use of bar  coding technology in the stock replenishment process 
(see Chapter 4 above) and in assisting with stock management in the 
central storage areas should be extended to all major agencies. A 
common system should be used by all health agencies. This will have 
major benefits in increasing the speed and accuracy of recording entries 
and will significantly reduce the instances of duplication in the 
completion of paperwork. 

6.23 The Group recommends that a common method of supplier coding 
should be used by all health agencies. This will help, at a central level, 
with identifying the main suppliers to the health services. The use of the 
supplier's VAT code or company registration number should be considered 
as these would be readily available to agencies and would eliminate the 
need to create a new coding scheme. 

6.24 The Group considers that the adoption of a common item coding 
system (see paragraph 6.16 above) and of compatible information 
systems a re  fun3amental to the successful implementation of many of 
the recommendations contained in this report. 



CHAPTER 7 - WAREHOUSING AND DISTRIBUTION 

Current Status 

7.1 Warehousing and distribution arrangements vaq between agencies. In the 
health board sector, a number of Health Boards have centralised their 
warehousing into a small number of units. In a number of other Boards the 
trend has been for the larger units to service smaller units in their 
catchment areas. In the voluntary hospital sector, each hospital has its 
own storage and distribution arrangements. 

Product Range 

7.2 The range of products stocked by the various stores varies considerably. 
In general, the acute care hospitals tend to stock a much wider product 
range than the psychiatric or geriatric hospitals. Figure 11 indicates the 
product ranges held in the central stores:- 

Figure 11. Product Ranges Held 

Product Category [NO of Agencies holding Stock 
Cleaning & Washing 

Furniture, Crockery & Hardware 

'23 

23 

MedicaVSurgical 20 

Bedding & Clothing 

Office Requirements 

9 

Computer Supplies 

In the Health Boards and Voluntary Hospitals the total value of stocks 
held by central stores is reported as E7.4m and this is spread across 86 
central stores, gving an average stock value o f f  86,000 per store. The 
Group notes that 24 stores (28%) have a stock value in excess of £100,000 
and that these locations account for over 70% of the total stock values 
reported. The locations of the central stores are listed in Appendix D. 

23 

Provisions 

7 

 arm & Ground 

16 

Patholow 

6 

8 

 maintenance 7 
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Facilities 

7.3 The standard of warehousing varies significantly tiom agency to agency 
and within agencies. The standard tends to be better in the larger units. In 
the course of the 37 site visits each senior supplies manager was asked to 
rate their own warehousing facility. The responses were as follows: 

Figure 12. Standard of Warehousing Facilities 

The Group would concur with this assessment. The condition of some of 
the older units is particularly poor. In some locations storage areas are 
located on the first floor, without adequate lifts to facilitate the receipt and 
issue of stocks. Also general housekeeping standards varied considerably. 

Needing improvement 

Significantly deficient 

Satisfactory 

Needine some imorovement 

7.4 Overall, office accommodation could do with improvement and facilities 
for holding meetings are notably lacking. Access to some of the stores is 
not adequately controlled, with a consequent~security risk. 

13 

12 

8 

4 

7.5 Of the 37 sites visited only 18 had a separate goods receiving area. 

Layout 

7.6 The general layout in 11 of the 37 sites visited is good. In a number of 
other warehouses visited, stock is located in a series of small storage 
rooms, which may be some distance apart. This has the effect of limiting 
the efficiencies which can be effected in materials handling. 

7.7 Only 16 of the 37 sites visited operate a stock location (Bin Numbering) 
system but a number of others have plans to implement such a system. 

Distribution 

7.8 Based on 37 site visits, stock is issued to 582 different locations with a 
total of 2985 actual issue points. Deliveries are pre-scheduled and goods 
are transported, in the main, by manual trolleys. Seventeen of the 37 
locations have use of a truck or van, 37 use manual trolleys, six use 
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motorised trolleys and two have use of a tractor and trailer. The main 
supplies items, are generally issued weekly. 

7.9 In locations where outlying units are serviced all sites use their own 
transport. 

Performance Measurement 

7.10 There was little evidence of formal performance measurement of the 
warehousing and distribution functions in any of the sites visited. 

Conclusions 

7.1 1 A significant percentage of warehouses needs to be substantially upgraded 
or replaced if an efficient and effective storage and distribution service is 
to be provided. At local level more emphasis needs to be placed on good 
housekeeping and on stock location systems. The need for some of the 
smaller units whose requirements may be serviced by larger units with 
better economies of scale and procedures needs to be reviewed. 

Recommendations 

7.12 The Group considers that the following steps'are necessary to improve 
standards in warehousing and distribution. 

- a stock location system should be in operation in all central 
stores to facilitate ease of product retrieval and requisition 
picking. 

- the goods receiving area should be separate from the general 
storage areas to ensure segregation of stock. Where possible 
Goods Inwards should be separate from Goods Outwards. 

- access to central storage areas should be strictly limited to 
authorised personnel for security reasons. 

- the use of mcrtorised trolleys and other modern materials 
handling methods should be considered to improve the 
distribution function within agencies. 
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7.13 Agencies should critically review the need for all stores in their 
region, with a view to optimising Value for Money while providing an 
effective services to product users. Consolidating stockholdings into 
fewer larger and better managed units would reduce the overall value of 
central stocks held and would improve the service level to customers. 

7.14 The need to hold stocks in the central warehouse should be reviewed 
where suppliers have demonstrated a capacity to supply on a consistent 
basis. Stocks of any particular commodity should only be held where 
value is added by the warehousing and distribution function. 

7.15 At a local level there is need for a review of the effectiveness of 
distribution arrangements for products and to consider whether, for 
example, a central despatch area could handle deliveries to user 
departments including deliveries from Stores, CSSD, Pharmacy, Catering 
etc. 

7.16 Performance indicators should be developed nationally to assess 
performance in warehouse management. 

7.17 In agencies where customers a r e  serviced off-site, the possibility of 
using outside distribution arrangements should be considered on a 
cost benefit basis. 



44 

CHAPTER 8 - STAFFING 

Levels 

8.1 A total of 453 staff (excluding the Direct Funded Homes) are employed in 
the supplies function across the health services in various aspects of the 
supply chain - contracting, order processing, data entry, stock 
management, warehousing, distribution etc. 

Figure 13 Grades of Staff Employed in the Supplies Function in 
Health Board and Voluntary Hospitals. 

- 
Grade 

Grade Vlll 

Grade VII 

Total 

1 

121 81 41 0.27 

Grade IlllSupplies D 

*These figures are  taken from mid-point of salary scales. 

StorernenlDrivers 

8.2 For comparison purposes the number of supplies staff related to non-pay 
expenditure by agency is set out in Appendix E. The ratio of supplies staff 
to non pay expenditure ranged (in agencies where there is a supplies 
function) f?om a high of 3.3 staff per f m  to a low of 0.39 staff per Em. 
The average is 1.08 staff per million pounds of non-pay spend. It is 
important to note that in some agencies supplies staff have a wider brief 
than in others and have responsibility for the procurement and stock 
management of a wider range of products and services. In addition, in 
some agencies supplies staff have responsibility for certifying invoices for 
payment while this is not the case in others. 

121 

1291 861 43 / 1.4 

8.3 The adequacy of staffing levels was raised by many of the supplies 
managers in the course of the site visits. Comparing staff numbers between 
agencies is difficult as many variables affect the numbers of staff required 
to provide a supplies service. These include stores layout, proximity of 

Est. Cost - 
'f m 

0.03 

Health 
Boards 

1 

Grade II 

Voluntary 
Hospitals 

0 

92 

46.51 36 51 101 0.5 

Total 4531 324.51 128.51 6.06 

29 1.46 
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issue points, method of distribution, use of IT, extent of the supplies bnef, 
levels of controls in place, complexity of products and services purchased, 
level of expenditure as well as the productivity level of supplies staff. 

8.4 In the Voluntary Hospital sector, the senior supplies manager generally has 
responsibility for the tendering, contracting, purchasing and stock 
management and distribution functions. In a number of Health Boards 
tendering and contracting have been set up as a separate discipline with 
separate staff given responsibility for organising tenders and contracts 
covering all locations within the Board. In the other Boards all aspects of 
purchasing and materials management are the responsibility of the senior 
supplies manager. 

8.5 There is wide variation between agencies in terms of the product and 
service categories for which the Supplies Department has a procurement 
responsibility. In order to get an understanding for the general level of 
involvement of the supplies function in the various product and service 
categories the Group developed an "activity" matrix, allocating one point 
for the supplies function's involvement in each element of the supply chain 
from contracting to distribution. This can only be regarded as a crude 
measure. No weighting was given to any one aspect of the functlon over 
another, irrespective of the level of expendime. 

8.6 In respect of the 37 sites visited the "activity" points ranged from a low of 
33 to a high of 7 3  - a 120% variation. The variation was more pronounced 
in the Voluntary Hospitals than in the Health Boards. It must, however, be 
recognised that the agencies considered vary considerably in size, 
complexity and geography as well as in total spend and, accordingly, a 
wide variation might be expected. 

R e ~ o r t i n g  Relationshim 

8.7 In some agencies the materials management function is part of the 
Financial Controller or the Finance OBcer's overall area of responsibility. 
In others the senior supplies manager reports to the hospital administrator, 
CEO or Secretary Manager. In one Board overall responsibility lies with 
the Deputy CEO. The senior supplies managers reporting relationship is as 
follows in respect of the 37 sites visited. 



Figure 14. Reporting Relationships in the Case of 37 Sites Surveyed 
ITo CEO 131 

'TO Hospital Administrator 

While many senior supplies managers have a responsibility for the bulk of 
non-pay expenditure in their agencies, few feel they are as well informed 
of overall activity as say Finance or Personnel Ofhers .  In some cases 
major policy changes, with significant implications for goods and services, 
are implemented without consultation with the senior supplies manager. 

12 

To Deputy CEO 

To General Manager 

To General Services Manager 

In the course of the 37 site visits supplies managers were asked about 
their perceptions on how they are managing the function and how time was 
prioritised. In response to the question - Do yo-~feel  you are 
managing the supplies function adequately - 75% said 'yes.' However, 
only 19% felt that they were spending enough time on "A Items" and 46% 
felt they were spending too much time on routine tasks. The responses 
indicate an awareness that not enough focus is currently placed on the 
overall management of the purchasing and materials management function 
and that the senior people are frequently caught up in operational detail. 
The reasons for this are not always straightforward; some agencies citing 
inadequate staffing levels, inadequately skilled staff, and old and 
cumbersome systems. 

2 

2 

2 

Traditionally, the supplies function has not had a high profile in the health 
services. Procurement was seen as principally a clerical or administrative 
function involving little more than processing purchase orders. The 
potential financial and service benefits of a progressive and dynamic 
purchasing and materials management function were not recognised. 
However, with the continuing pressure on budgets and allocations there is 
a growing recognition that the development of a professional materials 
management function is essential. In the private sector, senior materials 
managers frequently operate at a senior level in the organjsation, 
contributing to policy decisions and providing a commercial perspective on 
new or revised policies. Materials management is seen as an integral parr 
of management and not as a peripheral support activity. 

To Finance 

The comrni!ment and dedication of supplies staff working in the agencies 

6 

is excellent and all are keen to provide professional service to their 
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customers. However many are frustrated at not having the resources they 
feel are required if they are to achieve optimuin value for the money they 
are spending. In the external environment, they deal with suppliers who 
are better organised, trained and equipped and in the internal environment, 
they deal with professionals from other disciplines. In general, senior 
supplies managers feel the need for the support of senior management for 
the development of the supplies function. 

8.12 Warehouse operatives, who are involved in receiving goods into stock, 
picking requisitions and issuing goods from stock, tend to be recruited 
without any previous experience or training in stores procedures and often 
come from the general pottering staff. As many do not have a background 
in clerical or administrative work, difficulties can arise in assigning duties 
within the Stores. For example, in some cases staff may not record 
receipts and issues on computer systems. 

8.13 The title of Supplies Officer in the health services does not denote a 
specific uniform grade. There are four different grades of Supplies 
Officer. Some may be heads of the purchasing and materials management 
departments in their organisation, others could be warehouse managers, 
buyers, stock controllers or fill more junior posts in the supplies area. 
There is accordingly some confusion in regard to the title. 

Conclusions 

8.14 From the analysis carried out by the Group it  would appear that: 

- there is significant variation between agencies in the numbers of 
staff employed in the supplies function. 

- the area of responsibility of the supplies function varies 
considerably from agency to agency and within agencies 

- there is no direct relationship between the number of staff 
employed in the supplies function and the expenditure and range of 
products and services for which the function has responsibility. 

- there is significant variation in the reporting relationships of senior 
supplies managers. 

- there is no clear career structure in the supplies function 



Recommendations 

8.15 The supplies managers should be given responsibility for the purchase 
of all products and services. Thls would include areas traditionally 
outside the brief of the supplies function such as IT, drugs and medicines, 
general services, insurance, professional services, medical equipment etc. 

8.16 There is a need to raise the profile of the local materials management 
function in order to provide an  efficient and effective service. This 
will require the support of senior management. 

8.17 There is a need to develop a career structure for the materials 
management function. This would involve appropriate skills 
development for the various grades of staff employed in the function (see 
Chapter 9). 

8.18 Agencies should ensure that procurement efforts a r e  focusedon areas 
where their s ta f f s  contribution will be most effective. This may 
involve availing of external purchasing arrangements to take care of 
routine purchases or to deal with complex requirements, thus releasing 
skilled staff to concentrate on high value or sensitive areas. 

8.19 Staff employed in warehousing who a re  involved in requisition 
picking, goods receiving and goods issuing should be selected on the 
basis of suitability, and should be encouraged to participate in training 
programmes to facilitate career development. 

8.20 The Group recommends that the senior manager of the supplies 
departments should be designated Supplies Manager rather than 
Supplies Officer. 

8.21 Agencies should consider recruiting clinical o r  nursing staff to posts 
in their materials management departments. This will enhance the 
Level of product knowledge and the awareness of customer service 
requirements. 
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CHAPTER 9 - TRAINING AND DEVELOPXIENT 

9.1 There are no educational pre-entry requirements for the post of Supplies 
Officer. Some Supplies Officers have worked in the procurement/stock 
management functions in the private sector. Others have transferred from 
other internal departments or other healthcare agencies. 

The attainment of a formal qualification in the purchasin~~naterials 
management function is the exception rather than the rule in the health 
services. Agencies were asked to indicate how many of their staff had 
obtained certification in purchasing and materials management courses run 
by recognised training bodies. The responses were as follows:- 

Figure 15. Staff Qualifications 

(Note: the Diploma is a three year part-time course: successful completion 
of Year One leads to the awarding of the Certificate; Year Two to the 
awarding of the Advanced Certificate and Year Three to the awarding of 
the Diploma (for details of the syllabus see Appendix F). 

Diploma 

Training 

9.3 In the course of the site visits senior supplies managers were asked what 
type of in-house training (if any) is provided for their staff. The responses 
were as follows:- 

Advanced Certificate / 3 10.7% 

15 

Figure 16 In-house Training 

3.3% 

None 1 34.6%1 

'MinimaVOccasional 

Some 

System only 

9.6% 

1.9% 

15.4% 

/on the job 38.5% 
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All senior supplies managers visited indicated a need for further training in 
aspects of their work. When asked which members of staff required 
training, the response was as follows:- 

Figure 17. Staff Training Requirements 

When asked the types of courses which should be held for these staff the 
responses were as follows:- 

Buyers 

Stock Controllers 

Warehouse Staff 

Contract Staff 

IT Staff 

Figure 18. Recommended Courses for Staff 

3 3 

29 

3 1 

14 

16 

Conclusions 

9.4 The level of formal qualification in the purchasing and materials 
management function in the health services is low. No minimum 
educational standards are set for entry to the post of supplies officer or, 
indeed, for any other post in the supplies function. Senior posts are 
frequently filled by staff with no formal qualifications. As a result, there is 
a perception among junior staff that the attainment of a qualification in the 
purchasing and materials management function is of little benefit in the 
context of career development. Accordingly, there is little incentive for 
such staff to study outside working hours. This situation contrasts with the 
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position in other areas (e.g. finance, personnel) where staff at an 
equivalent level would normally acquire a relevant qualification. 

9.5 There is little focus on skills updating in the various aspects of the 
purchasing and materials management functions. While some agencies 
send their supplies staff to specific courses as they arise, there is no 
systematic skills assessment to determine the types of filrther training 
required for the various staff employed in the different aspects of the 
purchasing and materials management functions. Again, this situation 
compares unfavourably with other areas. 

9.6 For senior supplies managers there is little emphasis on developing general 
management skills. In industry, the value of training in helping to achieve 
corporate objectives is generally recognised and purchasing and materials 
management staff attend skills updating courses on an on-going basis. 

Recommendations 

9.7 The Group is of the view that if the economies and efficiencies inherent 
in the development of the materials management function are to be 
exploited to best advantage there is a need for a significant input into 
training for all levels of staff employed in the function. Much of the 
change in approach recommended in this Report needs to be effected at 
the coal face at the level of the individual unit. Accordingly, all staff 
should have an appreciation of the importance of their own roles in helping 
develop an effective and efficient purchasing and materials management 
function throughout the health services. Appropriate training will provide 
such an appreciation. 

9.8 For all grades of staff there is a need for training to develop skills and to 
give an incentive to staff to perform their particular role to best advantage. 
In particular, when new systems and procedures are being introduced it is 
very important that staff are adequately trained in the changes being 
introduced (see Chapter 6). The training requirements identified for the 
different levels of staff are set out below: 

New Entrants 

9.9 Due to the very small percentage of staff with a professional qualification 
it is important that new entrants (as well as existing staff) are 
encouraged to undertake courses which lead to formal certification in 
purchasing and materials management. Agencies should consider, for 



example, paying fees, allowing day release to attend such courses, and 
giving due recognition to professional qualifications in recruiting staff. 

Senior Supplies Managers 

Many senior supplies managers, while they have very good experience 
over many years in managmg the supplies function in their agencies, have 
not had any formal training or certification in the purchasing and materials 
management function. The Group recommends that specific courses be 
developed in association with appropriate educational institutions or 
training professionals for such staff. It is envisaged that such a course 
would be provided over a relatively short period - 12 months maximum- 
and would involve two or three day modules over the period of the course. 
Such a course should focus on practical aspects of the purchasing and 
materials management function in the health sector and would involve 
examination after each module is completed. The course could also 
involve work related projects and would lead to formal certification. 

In addition to formal certification, senior supplies managers shod 
participate in on-going skills updating courses in both materials 
management and in general management. Such courses should be 
developed and organisid at a national level for health services materials 
staff. 

Warehouse Staff 

Staff employed in warehousing and distribution should undertake training 
in appropriate skills such as stores procedures, stock rotation, materials 
handling etc. Such courses should be provided on an on-going basis as 
required. 

Buyers 

Skills updating courses should be made available to those involved in 
purchasing and contracting. Such courses should cover areas such as 
contracting, EU Directives, World Trade Organisation (WTO - formerly 
GATT), negotiations, VFM principles, managing contracts, supplier 
appraisal and evaluation, cost analysis etc. 



Stock Controllers 

9.14 Staff employed in the stock control function should have training and skills 
updating in all aspects of the function e.g. stock control procedures, stock 
checking, setting stock levels, performance measurement etc. 

Legislation 

.15 The Group recommends that those involved in the procurement process 
(i.e. users and buyers) are fully aware of the legal aspects of the function. 
Short training courses should be developed on the implications of 
legislation. The courses should be targeted at individual specialist 
groups - medical, nursing, paramedical, catering etc. The EU 
Procurement Directives should feature prominently in such courses. 

9.16 It is important that senior managers actively encourage and fund their staff 
to participate in the training programmes. 
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CHAPTER 10 - THE FUTURE ORGANISATION OF THE 
MATERIALS MANAGEMENT FUNCTION 

10.1 The Group has concluded that the present structures for materials 
management do not permit the delivery of optimum value for money 
in the health services and that there is considerable scope to improve 
efficiency and effectiveness. The weakness identified in current structures 
include the following: 

- the combined purchasing power of the health services is not being 
brought to bear to best advantage in the market place. 

- agencies have difficulties in coping with recent developments in the 
area such as the EU Procurement Directives, the Value for Money 
brief of the Comptroller and Auditor General and the requirement to 
provide a more effective service to users. 

- the setting of targets and the measurement of performance in the 
materials management area needs to be developed. 

- the status of the function in the management structure of the 
agencies militates against the development of a professional and 
effective materials management service. 

- the exchange of best practice and experience between agencies 
needs to be further developed. 

10.2 The Group has noted the very successful initiatives which have been taken 
in recent years by the CEOs of both the Health Boards and Voluntary 
Hospitals in relation to group purchasing, in the context of the drive within 
the health services to achieve value for money. The Group is of the view 
that, with adequate investment, further significant savings can be 
made by building on these initiatives. This is evident tiom the limited 
investment made to date, in particular:- 

- by the CEOs of the Health Boards in relation to purchasing and 
materials management through a series of VFM initiatives (set out in 
detail in Appendix G). This point is fiirther developed in paragraphs 
11.5 and 11.6. 

- by the Voluntary Hospitals through the establishment of the 
Hospital Procurement Services Group (See Appendix H). 
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In this context it is noted that the recently published UK White Paper on 
Public Procurement ' S e ~ ~ i n g  New Standarh' estimates that 10% savings 
can be achieved. The Group considers that the introduction of a state of 
the art materials management function into the health services will produce 
savings of a comparable magnitude (approximately &30m) which could be 
made available for patient centred developments in the health service. 
This point is further developed in paragraphs 11.5 and 11.6. 

10.3 The Group has identified two fundamental issues which need to be 
addressed to improve the efficiency and effectiveness of the materials 
management function in the health services. These are: 

- the establishment of a structure and organisation which will 
enable agencies to exploit economies in procurement. 

- the recognition of the materials management function as  a 
mainstream component in health services corporate strategy 
and management, to enable it to respond efficiently and effectively 
in the context of a co-ordinated structure and organisation. 

10.4 The Group considers that the further development of the materials 
management function requires the establishment of new structures. The 
new structures recommended by the Group involve developments at both 
national and regional level. 

10.5 The Group considers that the logical development of the group 
purchasing initiatives taken to date would involve the bringing 
together of the separate group arrangements in the Health Boards 
and in the Voluntary Hospitals. This would involve the setting up of 
an agency a t  national level to consolidate and expand the gains made 
to date in the development of the materials management function and 
in achieving value for money for the health services. 

10.6 A Central Unit 

The Group recommends the establishment of a Central Materials 
Management Support Board (CMMSB) by the Minister for Health 
under the Health (Corporate Bodies) Act, 1961. The Group envisages 
that this Board would be based on the model of the GMS (Payments) 
Board, which has been established to co-ordinate and support the health 
boards in the administration of the General Medical Services Scheme. 
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10.7 Membership of the P r o ~ o s e d  Board 

The proposed Board should be representative of the various health 
agencies with a materials management requirement i.e. the Health Boards, 
the Voluntary Hospitals and the Direct Funded Homes. In addition, the 
Group considers that materials management expertise both from the 
commercial sector and from within the health services is essential to 
provide the necessary expertise on the Board. 

10.8 The Role of the Proposed Board 

The essential role of the proposed Board will be to provide support for the 
development of an efficient and effective materials management function at 
agency level, to ensure the collective purchasing power of the health 
senices is used to the best long term advantage of the agencies and to 
ensure that the materials management function develops in a co-ordinated 
and structured fashion throughout the health services. 

The Board will also set targets for the achievement of value for money 
savings in the health services and will review performance against these 
targets. It is envisaged that the Minister for Health will set realistic but 
challenging savings targets to be achieved by the Board on an annual 
basis. In this context the Group notes that the Government Purchasing 
Service in Northern Ireland is charged with achieving 3% in new savings 
each year. 

10.9 Functions of the Prooosed Board 

(1) 

(ii) 

Specifications 

The Board should develop generic product and service 
specifications for use by all health agencies. 

Coding 

The Board should be responsible for the introduction and 
implementation of common item and supplier coding systems in the 
health services. 
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iVational Contracts 

The Board should be responsible for national contracts for products 
and s e ~ c e s .  It would assume responsibility for the contracts 
currently managed by the VFMPG and, as contracts expire in the 
voluntary hospitals and homes, these would be extended to all 
health care agencies. 

Training 

The Board should develop and ensure the delivery of appropriate 
training courses for all levels of staff involved in materials 
management at central, regional and local level. 

Information Technology 

The Board should provide advice in relation to the development of 
information technology in the agencies and should specifL common 
outputs for any new systems being purchased. 

Model Contracts 

The Board should develop standard contracts for use across the 
health services. 

Framework for Procedures 

The Board should provide model strategic management statements, 
policies and procedures in relation to all aspects of the materials 
management function. 

(viii) Code of Ethics 

The Board should draw up an agreed code of ethics, to be adhered 
to by all involved in the materials management function. 

(ix) DirectivedLegislation 

The Board should provide advice and support to agencies in respect 
of the operation of EU Directives and national legislation affecting 
the purchasing and materials management function. 
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Perforinnrice Indicators 

The Board should develop a standard range of performance 
indicators covering the various aspects of the materials management 
function. Data obtained using these indicators should be circulated 
to all health agencies to facilitate benchmarking between 
comparable units. 

Advisory Role 

The Board should provide advice to regional and local units on all 
aspects of materials management. 

~ n f o r m d o n  Excliange 

The Board should establish procedures for the open exchange of 
information between agencies in regard to prices, market 
mformation, supplier performance, award criteria, specifications etc. 

Consultancy 

The Board should provide a consultancy service to agencies in 
matters relating to materials management. 

The functions listed above are indicative only and are not exhaustive 

10.10 Personnel 

The Group appreciates that a central unit, designed to achieve economy, 
efficiency and effectiveness should itself also be economical, efficient and 
effective. 

The Board should be headed by a Chief Executive Officer and staffed by a 
number of materials management experts, specialised buyers and 
appropriate support staff. 

It is envisaged that external expertise would be needed in areas such as 
drawing up specifications, product evaluations, coding, etc. This expertise 
would come from within the health services (e.g. materials managers or 
expert product users) and from outside the service fiom agencies such as 
Eolas. The involvement of expertise from within the health services in the 
work of the Board will lead to greater liaison between the national, 
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regronal and local materials management functions, thus bringing greater 
cohesion to the function and a sense of ownership of, and participation in, 
the function by those involved. 

Regional Materials Management Function 

10.11 With a view to strengthening and upgrading the materials 
management function a t  agency level, the Group recommends the 
establishment of the additional post, a t  senior management level, of 
Regional Materials Manager in the Health Boards. 

10.12 The Regional Materials Managers should head up the materials 
management function within the Health Board and should be part of the 
senior management team. Helshe should have overall responsibility for all 
aspects of the materials management function, including tendering, 
contracting, stock management, warehousing, distribution, customer 
service etc. Main areas of responsibility would include: 

- planning and developing the materials management role and 
inf?astructure. 

- ensuring materials management expertise and resources are targeted 
where their contribution is most effective. 

- establishing and maintaining policies and procedures. 

- ensuring compliance with national and EU regulations. 

- contributing to the preparation of departmental budgets. 

- setting performance targets and reviewing performance against 
targets 

- ensuring appropriate IT systems are developed and implemented to 
meet the information requirements of management, customers, 
finance department and materials management staff. 

- training and development of staff 

An outline job description is included at Appendix I. 



10.13 The Group recommends that within the Health Board sector supplies 
staff a t  individual hospitals and units report to the Regional Materials 
Manager to ensure that the function develops in a co-ordinated 
fashion. The Group emphasises, however, the necessity of maintaining 
close working relationships between materials management staff and local 
management. The following chart - Figure 19 - shows the proposed 
reporting relationships. (Note "RMM" signifies Regonal Materials 
Manager). 

Figure 19. Organisational Chart  - R M M  Function In Health Boards 

1 Health Board I 
I 

Chief Executive O£licer 

I 

C 
I 

C 
Managers Managers Managers 

- - - -- 

10.14 The Group is aware that the future structure of the health services is 
currently under active consideration by the Minister for Health. Pending 
an outcome, the Group recommends that the role of the Hospital 
Procurement Senices Group (HPSG) be expanded to cover all voluntary 
hospitals within the health service. To date the HPSG has focused on 
organising group tenders and contracts and combining the requirements of 
:he hospitals to obtain better value for money. The Group considers that 
their brief should be expanded to include all aspects of materials 
management within the voluntary hospital sector. The resources currently 
allocated to the HPSG will need to be considerably expanded to f u l d  this 
new role. 
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10.15 Liaison Arrangements 

The Group considers that arrangements should be built into the 
structures to ensure continuing liaison between the proposed Central 
Board and the regional /local structures. This could be achieved by, for 
example, the involvement of regional and local personnel in the work of 
the Board on a continuing basis. Figure 20 outlines the relationship 
between the central unit and the agencies. 

Figure 20. Relationship between Agencies and Central Board 

Regional Materials 1 
Manager - W.H.B. 1 

Reg~onal Materials 

Manager 1 - S.H.B. 

Health Boards 
Hospitals 
Homes 

Regional Materials 
Manager - E.H.B. 

Regional Materials 
Manager - N.W.H.B. 

Regional Materials 
Manager - M.H.B. 

Regional Materials 
Manager - S.E.H.B 

Homes for 
the Handicapped ! 

Regional Materials 
Manager - M.W.H.B. 
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CHAPTER 1 I - IMPLEMENTATION 

I 1 . 1  The main elements of change recommended in this report can be 
surnmarised as follows: 

the recognition of the materials management function as a strategic 
management activity. 
a central unit to provide co-ordination arid support at national level 
for materials management developments. 
additional posts of Regional Materials Managers at senior 
Management level. 
the extension of procurement skills to all areas of non-pay 
expenditure involving the purchase of goods or services, including 
areas silch as drugs, information technology, equipment, pathology 
etc. 
the provision of appropriate materials management IT systems and 
common coding. 
the development of appropriate training corlr ses for all levels of staff 
employed in the materials management fiinction 
performance monitoring of all key elements of materials 
mapigement. 
the provision of a customer-orientated purchasing and supply 
service to users. 
the development of appropriate stock management practices and 
procedures 

1 1.2 Implementation of the recommendations contained in this report will 
require significant investment in resources and will involve considerable 
change in how the materials management function is organised at local and 
regional level. It is important that this change is managed in a sensitive 
manner. Effecting the changes envisaged will not be easy and will take 
time. This will require the support and commitment of senior management 
in the agencies, of local supplies staff and of the Department of Health. A 
key element here would be a commitment to retain savings for service 
development. 

1 1.3 The benefits accruing from the provision of a professional and dynamic 
materials management function in the health services are significant in 
financial and service terms. The Group is strongly of the view that the 
benefits outlined in this chapter can only be achieved and retained in 
the health services if an appropriate investment is made in resources 
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to provide the structures as outlined in Chapter 10. Given the scope 
for savings, the i:~vestment required would, in effect, be self financing. 

Benefits 

Procurement 

The Group considers that savings of the order of 10% a re  achievable 
in the areas of non-pay expenditure involving the purchase of goods o r  
services. Savings of this order have been achieved to date as a result of 
group purchasing initiatives in the hospitals and health boards (see 
paragraph 3.26) for a range of targeted products and services. It must be 
recognised, however, that this figure is not achievable across all products 
and services. 

The Group considers that estimated savings of a t  least E30m a r e  
achievable by price reductions obtained as  a result of further 
combining requirements and undertaking a more professional 
approach to procurement. It must be recognised that, in view of the wide 
range and complexity of products and services involved, the variety of 
agencies and the level of consultation involved, as well as the structural 
changes necessary, this target can only be achieved on a phased basis over 
a three year period. 

Stock Management 

It is more difficult to quantify the financial benefits of improved stock 
management across the health services. However the Group estimates that 
a once-off cash flow saving of the order of £5m is attainable by 
reducing stocks to appropriate levels. Ongoing savings in this area 
include the elimination of obsolescent stocks and faster stock turn-over 
rates. 

The implementation of a "managed stock system" of stock replenishment 
in the main user areas as described in paragraph 4.24 will take time and 
effort. Realistically, the extension of such procedures to all areas of the 
health services, could not be completed in less that three years. 

In addition, improved stock control in the central storage areas 
(including CSSD) will reduce the costs associated with holding stock 
Such costs cannot readily be identified at this stage 



11.9 The provision of the "managed stock service", as  described in 
paragraph 4.24 above, will have the effect of relieving clinical and 
technical staff from requisitioning and procurement functions, thus 
releasing them to concentrate on their core activities. In addition, the 
provision of a more reliable supplies service will contribute to the 
efficiency of the line departments. In the UK where such managed 
systems a re  operational, it has been estimated that in ward areas, 
between two and seven hours of nursing time per week had been 
saved as  a result. If such nursing time savings were replicated in the 
Irish health services this would equate to an annual marginal saving 
of between f0.5m and f l.8m on nursing staff costs. However, the 
main benefit from improved stock management will be improved 
customer service levels. 

Costs - 
1 1.10 This report recommends a significant investment in the materials 

management function involving costs for additional staffing, improved 
information technology, on-going training programmes, and improved 
warehousing facilities. 

11 .1  1 It  is estimated that a financial investment of f750,OOO per annum 
would be necessary to implement the recommendations contained in 
this report. As the benefits attainable by implementing our 
recommendations outweigh the costs by a ratio of almost 40: 1 the Group 
considers that implementation should proceed as soon as possible. 

Next S t ew 

1 1.12 The Group considers that a decision on the implementation of the 
recommendations should not be delayed, so that an implementation project 
can be launched. 

1 1.13 The Group recommends the establishment of an implementation 
group to oversee the initiation of the implementation of the report. 
The implementation group should be representative of the healthcare 
agencies and should also include materials management expertise from the 
commercial sector. The Group considers that the structures and 
mechanisms required to allow for the implementation of the report's 
recommendations should be put in place immediately after publication of 
the report. 
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1 1.13 The following sequence of steps will be necessary to set up the structures 
so that the recommendations contained in this report can be implemented. 

(1) - 

(ii) - 

(iii) - 

(iv) - 

(v) - 

( 4  - 

(vii) - 

(viii) - 

(ix) - 

widespread circulation of the report throughout the 
health services. 

establish an implementation goup.  

the Department of Health to a g e e  the provision of 
additional funding with the Department of Finance. 

set up the proposed Central Board. 

appoint the CEO and clerical support. 

the CEO to produce an implementation plan for Board 
approval. 

recruit Regional Materials Managers (RMMs). 

RMMs to produce development plans covering 
contracting, inventory management, warehouse and 
distribution and customer service. 

expand the role of the HPSG. 

1 1.15 The Group considers it essential that the central unit (CMMSB) should be 
established in advance of the appointment of the Regional Materials 
Managers so that the materials management function is developed in a 
co-ordinated fashion throughout the health services. 

1 1.16 The following timescale is proposed for implementation of this report: 

Step Month 
No 

Establish implementation group 1 
Set up Central Board 2 
Appoint staff to central unit 4 
Appoint Regional Materials Managers 6 
Draft and agree work programme for central unit 7 
Prepare Regional development plans 9 



All the necessary infiastructural changes should be in place within six 
months of the publication of the report. Once these changes are in place 
the work of the implementation group will be complete. The Group 
recommends that the central unit (CMMSB) should then oversee the 
implementation of the recommendations of this report. In consultation 
with the agencies, they will determine the order in which the 
recommendations are implemented. 

11.17 The Group recommends that the central unit (CMMSB) should 
report progress on implementation of this report on an ongoing basis 
to the Minister. 



Bar coding 

Benchmarking 

Competitive tenders 

Control Group (A.B.C.) 

CSSD 

DHSS 

Electronic Data Interchange 
ED1 

Empowerment 

End users 

EU Procurement Directives 

Generic specifications 

GMS Payments Board 

HPSG 
(Hospital Procurement 
Services Group) 

Interface with accounting 
system 

An electronic method of identifying parts or 
stock. 

A technique involving the comparison of 
performance and processes of different 
organisations (or units within an organisation) 
and using the findings to improve 
performance. 

Awarding contracts by the process of seeking 
competing bids from suppliers. 

A method of classifying stocks in order of 
importance to permit the concentration of 
resources on the small number of items 
accounting for the bulk of expenditure 

Central Sterile Supplies Department: 
the department which makes up sterile packs 
and sterilises equipment in hospitals. 

The former Department of Health and Social 
Security in the United Kingdom. 

A standard means of transmission of business 
documents between differing computer 
systems - frequently purchase orders, invoices 
etc. in the materials management area. 

A management technique which devolves 
responsibility and control of quality to the 
"shop floor". 

Those who use the products and services 
purchased in the course of their work 

Legally enforceable regulations and 
procedures governing public service 
purchasing. 

Detailed description of the characteristics of 
products or services which do not refer to 
trade or brand names 

A statutory body set up under the Health 
(Corporate Bodies) Act, 1961 to administer 
the General Medical Services Scheme on 
behalf of Health Boards. 

A group purchasing organisation established 
to organise purchase agreements on behalf of 
the major Dublin voluntary hospitals. 

A "bridge" between two differing computer 
systems to allow them to be compatible. 
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Lead times 

NSAI 

NSV 

Pareto Analysis 

Performance based 
specifications 

Performance Indicators 

Performance Monitoring 

Product evaluation 

Service Fill Levels 

Supplies Manager 

Specification 

Stock Item 

Non-Stock Item 

Stock Records 

Stock Control 

The Irish Medical and Surgical Trade 
Association - a trade association of the main 
medical and surgical suppliers to the health 
services market. 

International Standards Organisation quality 
standard for service provision. 

The period of time that is considered to be 
required between defined events e.g. placing 
an order and delivery of the goods. 

National Standards Authority of Ireland. 

National Supplies Vocabulary - a standard 
part numbering system developed for the 
health services in the U.K. 
A technique for identifying the small number 
of items ofvital importance (usually those 
accounting for the bulk of expenditure) to an 
organisation. 

The formal description in objective and 
measurable terms of the y-formance 
characteristics of goods or services. 

Output and performance measures 

Measuring performance against goals and 
objectives. 

Detailed assessment of products offered 
usually involving a trial. 

A measurement of the percentage of 
requisitions for goods fully met on first 
request. 

This term is used throughout the report to 
denote the head of the Supplies Department 
in a given unit or hospital. 

The description in objective terms of the 
characteristics of goods or services. 

A product which is held in central stores and 
is available for issue to user departments. 

A product not held in central stores which is 
purchased on an "as needed" basis and issued 
directly to the user once receipted. 

Records of transactions involving the 
movement or status of stock. 

The business function and process to account 
for, monitor and physically control the 
quantity and value of stock. 



Stock Replenishment 

Stocktaking 

Supplier appraisal 

Supplier and Contract 
Management 

Tenders & Contracts 

Whole life costs 

Working stock 

The process of replacing stock which has 
been used. 

The process of verifying stock records by 
counting and valuing stock. 

The process of evaluating a supplier's 
capability. 

The process of ensuring that both parties to a 
Contract hlfil their respective obligations 
efficiently and effectively. 

A Tender is a supplier's bid in response to an 
invitation to tender by a buyer. 
A Contract is a binding agreement between 
two or more parties which is intended to be 
enforceable in law. 

The total cost of a product or service 
including purchase cost, cost in use, disposal 
cost etc. 

Stocks available at the point of use to cover 
for usage between scheduled replenishment 
cycles. 
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.Appendix .I 

Submissions were received from the following organisations 

Aluminium Paper & Plastic Recycling 

Dublin Institute of Technolo~y 

Galway Regional Hospitals 

Health Boards VFM Purchasing Group. 

Hospital Procurement Services Group. 

IMPACT (The Irish Municipal Public and Civil Trade Union) 

Irish Dental Trade Association 

Irish Institute of Purchasing and Materials Management. 

Irish Medical & Surgical Trade Association 

ISME (Irish Small and Medium Firms Association). 

Material Resource Management Ltd. 

Medrex Systems 

North Western Health Board 

St. Senan's Hospital, Enniscorthy 

Sutcliffe Catering 

Vessa Ltd 



The follo~ving are the sites which were visited during the course of the review 
c a ~ ~ i e d  out by the Materials Management Advisory Croup. 

HE'ALTH BO.4RDS 

Eastern Cherry Orchard Hospital - Central Purchasing 

County Hospital, Naas 

St. Brendan's Hospital, Grangegorman 

St. Ita's Hospital, Portrane 

Midland 

.\.lid-Western 

North Eastern 

Yorth-Western 

South Eastern 

Mullingar Central Stores 

Tullamore Central Stores 

Ennis Central Stores 

Limerick Central Stores 

Cavan General Hospital 

St. Brigds Psychiatric Hospital, Ardee 

St. Davnet's Hospital, Monaghan 

( ( ;memi Hosp~fol. Lrtterkenn,~, Generni Hosp~lnl. S / i p  
St. ('nnnl'.< Horp~fnl. Letterkennv, St John's Hospitnl, S11,w) 

St. Dympna's Hospital, Carlow 

St. Luke's Hospital, Kilkenny 

Waterford Regional Hospital 

Wexford General Hospital 



Western Mayo General Hospital, Castlebar 

VOLlrNTARY HOSPITALS 

Adelaide Hospital 

Beaiunont Hospital 

Coombe Women's Hospital 

Il~ten~ational Missionary Training Hospital, Drogheda 

Mater Misericordiae Hospital 

Meath Hospital 

Mercy Hospital, Cork 

National Maternity Hospital, Holles St. 

Our Lady's Hospital for Sick Children, Crumlin 

Porti~mciula Hospital, Ballinasloe 

Rotunda Hospital 

Sou~tli Infinnary - Victoria Hospital, Cork 

St .lames's Hospital 

St. Litke'si St, Anne's Hospital 



St Michael's Hospital, Dun Laoghaire 

St Man's Otthopaedic Hospital, Cappagh 

St Vitlcetlt's Hospital, Elm Park 

The Children's Hospital, Temple Street 

DIRECT FUNDED HOMES 

Brothers of Charity, Galway 

Cope Foundation, Cork 

Daughters of Charity, Navan Road 

Stewarts Hospital, Palmerstown 

St Jolui of God - Stillorgan & St. Raphael's - Celbridge 

St Michael's House. Goatstown 



E l  PROCL'REMENT DIRECTIVES 

The purpose of the EU Procurement Directives is to ensure that companies from 
other Member States are not placed at a disadvantage when competing for a public 
contract with a local supplier of goods or services. The Directives apply in the case 
of contracts above a certain value. The Directives apply to public contracts only and 
there is no corresponding obligation on companies in the private sector to apply an 
equivalent procedure: clearly, the operation of these Directives places a si@kant 
additional responsibility on the supplies function in the public sector in general and 
ill  the health service in particular. 

Directives 93136EEC (relating to supplies) and 92150EEC (relating to services) set 
out the requirements for public bodies. It is the responsibility of each agency to 
ensure compliance with these Directives and it is necessary for senior procurement 
~nanagers to be fully aware of developments and to award contracts in line with 
procedures. 

The three types of award procedure provided for in the Directives are Open, 
Restricted and Negotiated. The use of particular procedures must be justified by 
reference to set rules. 

Contracting authorities are obliged to place Indicative Notices in the Official Journal 
of the European Community (OJEC) indicating what tenders are envisaged in the 
forthcoming year. 

A Prior Indicative Notice ( P N )  is used when a product classification can be shown 
to exceed 750,000 ECU in the same budgetary year. Where a contract has been 
awarded. a Post Award Notice (PAN) must be put in the Official Journal within 40 
davs 

For all contracts above the thresholds Tender Notices must be placed in the O E C .  
The Results of Tendering must also be published in the OJEC. 

The relevant tluesholds are as follows:- 

Senice Contract ECU200,000/Irf 155,5 10 
Supply Contract ECU200,OOOiIrf 155,510 



Arisins from the World Trade Organisatioll/GATT abTeement, the tlxesholds may 
he reduced in the future. 

AII Accelemted Procedure may be used when urgency renders impractical the 
nonnal time limits set down for the restricted or negotiated procedures. When the 
accelerated procedure is followed, the Tender Notice itself must contain the reasons 
and.justiticatiou for its use. 

Specific timescales are also laid down for each of the tender procedures. 

Fultller details of the Directives and their application are set out in Public 
Procitrentent published by the Stationery Office (price f2). 



The follo\~ing is a list of the locations of the central stores for all Health Boards and 
Voluiitap Hospitals. 

HE.4LTH BOARDS 

Eastern Health Board 

Central Mental Hospital, Dundn~m 

Cei~tral Stores, Cherry Orchard Ind~~strial Estate 

Cherry Orchard Hospital - Central Purchasing 

County Hospital, Naas 

James Connolly Memorial Hospital, Blanchardstown 

Peamount Hospital, Newcastle 

St. Brendan's Hospital, Grangegoman 

St. Columcille's, Loughlinstown 

St. Ita's Hospital, Portrane 

St. Mary's, Phoenix Park 

St. Vincent's Hospital, Athy 

Midland Health Board 

Mullingar Central Stores 

Tullamore Central Stores 



\lid-Western Health Board 

Ennis Central Stores 

Li~rlesick Central Stores 

North-Eastern Health Board 

Cava~i General Hospital 

Louth County Hospital, Dundalk 

Monaghan General Hospital 

Navan General Hospital 

St. Brigid's Psychiatric Hospital, Ardee 

St. Davnett's Hospital, Monaghan 

North-Western Health Board 

General Hospital, Letterkenny 

General Hospital, Sligo 

St. Conal's Hospital, Letterkenny 

St. Jolul's Hospital, Sligo 

South-Eastern Health Board 

Our Lady's Hospital, Clonmel 

St. Canice's Hospital, Kilkenny 

St. Dynpna's Hospital, Carlow 



St. .loseph's Hospital, Clonmel 

St. Luke's Hospital, Kilkenny 

St. Otterads Hospital, Waterford 

St. Patrick's Hospital, Waterford 

St. Senail's Hospital, Emiscorthy 

Waterford Regional Hospital 

Wexford General Hospital 

Southern Health Board 

Com~nunity Care Stores, Cork City 

Co~ulty Hospital, Bantry 

County Hospital, Mallow 

Cork University Hospital 

Our Lady's Psychiatric Hospital 

St. Finan's Hospital 

St. Finbarr's Hospital, Cork 

St. Mary's Orthopaedic Hospital 

St. Stephen's Hospital 

Tralee General Hospital 



Western Health Board 

Aras Attracta, Swinford 

District Hospital, Eelmullet 

Mavo . .  General Hospital, Castlebar 

McEride Home, Westport 

Merlin Park Regional Hospital, Galway 

Sacred Heart Home, Castlebar 

Sacred Heart Home, Roscomrnon 

St. Brendan's Home, Loughrea 

St. Brigid's Hospital, Ballinasloe 

St. Mary's Hospital, Castlebar 

St. Patrick's, Castlerea 

Toghennore Training Centre 

University College Hospital, Galway 

VOLUNTARY HOSPITALS 

Adelalde Hosp~tal 

Beaumont Hosp~tal 

Cantas Convalescent Centre 

Coolnbe Womens Hosp~tal 



Federated Dublin Voluntary Hospitals 

I~~co~porated Orthopaedic Hospital, Clontarf 

Inte~i~ntional Missionary Training Hospital, Drogheda 

Leopardstown Park Hospital 

Mater Misericordiae Hospital 

Meatll Hospital 

Mercy Hospital, Cork 

National Maternity Hospital, Holles St. 

National Rehabilitation Hospital, Dun Laoghaire 

Natiolial Children's Hospital, Harcourt Street 

O w  Lady's Hospital for Sick Children, Crumlin 

Porti~ui~cula Hospital, Ballinasloe 

Rotnnda Hospital 

Royal Hospital, Donnybrook 

South Infinnary - Victoria Hospital, Cork 

St James's Hospital 

St. .lolul's Hospital, Limerick 

St. Luke's '5, St. Anne's Hospital 

St Michael's Hospital, Dun Laoighaire 

St Mary's Orthopaedic Hospital, Cappagh 



St Vincent's Hospital, Elm Park 

St Vi~lcent's Hospital, Fairview 

The Children's Hospital, Temple Street 

I!niversity Dental School Hospital, Cork 



Appendix E ( I )  

Health Boards I 
Staff per Em non-pay spend 
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St James 
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Beaumont 

Rotunda 

Royal Hosp~tai 

Mater 

Adelalde 

OLOL Dun Laolre 

St Marys Cappagh 

St Johns Limer~ck 

Mercy - Cork 

St Lukesl Annes 



Training Syllabus - Purchasing & Materials Management 

The course is i n  three parts, and covers the following subjects - 

['art I - * Stores Management & Inventory Control 
* Transport & Distribution 
* Basics for Buyers 
* Management 

Completion of Part I leads to the awarding of the Certificate in Purchasing & 
Materials Management 

Part 2 - * Marketing 
* Purchasing & Materials Management 
* Financial and Cost Accounting 
c Economics 

Completion of Part 2 leads to the awarding of the Advanced Certificate.in 
Purchasing & Materials Management 

r'~11-t -: - * Statistical Method 
* Materials and Production Planning & Control 
* Business Law 
* Project 

Completion of Part 3 leads to the awarding of the Diploma in Purchasing & 
Materials Management 



H P P E N D I X  G HEALTH BOARDS VFM PURCHASINGGROUP 

1. Background 

The Health Board VFM Group was formed in 1990 by the Chlef Executive Omcers 

under the chalrmanshlp of Mr. Kleran Hlckey. Chlef Executlve Oncer of the Eastern 

Health Board. It represented all Health Boards covertng a wlde range of services - 180 

hospitals and hundreds of other service locations i1.e tralnlng centres, residential units. 

hostels, day centres, health centres and communlty servtces). 

The brlef p e n  to the Group was: 

t to iden@ opportunltles for savlngs in al l  elements of the servlces 

to idenllfy and extend best practlces 

t to Implement Jolnt actlon whlch would be beneflclal to the Boards 

t to negotlate. where appropriate, natlonal contracts for supplles and services. 

Inltlally the Group concentrated on establlshlng mechanfsm whereby information on 

g o d  practlces could be pooled and producing prlce comparison Llstlngs for contract 

Items among Health Boards. A range of surveys, studles and market analysls reports 

were commlssloned. The lnltlal natlonal contracts were in the 'easy to achleve' 

categorles prcduclng slgnlflcant reductlons in prlce. 

In addltlon to the sharing of lnformatlon and the prlce reductlons achlwed a total of 10 

other lnltlatlves were completed which resulted In cost reductlons and greater 

effectiveness in service dellvery in the Boards. However. the group found that It was 

dtmcult for one group to deal adequately wlth the wtde range of the brief and in 1992 

the Chlef Executlve Omcers set up  a separate VFM Group to deal wlth pay, which 

represents over 60% of health expendlture and established a special group to 

concentrate on developing best practices. A Wrd group - VFM Purchasing Group was 

established to concentrate on materials management. 

The VFM Purchasing Group has a representative from each Health Board. The 

executlve management is provlded by the assignment of a senlor materlals management 

executlve from the Eastern Health Board wlth facllltles and support servtces also 

provlded by the Eastern Health Board. 



2. Work of the Group 

The work of the Health Boards VFM Purchasing Group can be summartsed under four 

headlngs - national contracts, regional contracts, development of best practices and 

support services. The Group sets out a programme of work for each year Mth further 

extension of the national contract process and other service developments targeted. 

A sub-group was appointed for each of the seven maln categories of supplles/senrices, 

Each sub group consists of a small number of buyers and some users. The sub group 

approves the speciflcatlon and other information required for advertising of contract. 

evaluates tenders. assesses suppliers and recommends to the Group acceptance on the 

basis of 'most economically advantageous'. 

An Index of prices pald in each Health Board for the contract items is prepared for each 

of the categories of supplters/services and circulated to the Board's every slx months. 

Thls information is a useful aid to local buyers when they are ananglng contracts for 

items not on the national contracts. 

2.5 Development of best practices 

The Group examined the various practices evolving in the materials management area 

wtthln the health service and in other areas and supplied InfonnaUon to the Boards. 

InformaUon was also provided on inttlatlves taken to reduce cost/consumption through 

varlous proJects. 

2.4 Support Services 

The Group produced guldellnes on the use of the EU Procurement Dlrectlves by Health 

Boards and provided tralnlng and advice on thls complex area. Protocols for the testing 

of some products have been developed. InformaUon services provided include market 

analysis reports, outcomes of surveys and trials, etc. 



3. Achievements 

Some of the larger financial savlngs were achleved by the VFM Group InIluenctng 

changes in practices at  reglonal level as well as price reductlons. Some costlngs of the 

savlngs achieved from changes in practice were done at Health Board level but have not 

been accumulated to produce a natlonal figure. However, a costing of the savings 

achieved through p l ce  reducflons was carried out for the 4 years to 1994 and showed 

a n  accumulated savlng of over EIR15m. These savlngs are a reflection of the individual 

and Jolnt actlvltles of Health Boards In imporivlng purchasing emclency supported by 

actlve exchange of lnformaflon on plces  by means of the Health Board Price 

Comparison. 

The following shows some of the mam areas where savlngs were achieved: 

3.1 National Contract. 

The natlonal contracts were selective and concentrated on areas where signiklcant 

savlngs were considered possible and easy to achleve in the short-term wlth standard 

products and speclflcations. The following table llsts the products whlch were the 

subject of natlonal contracts. 

Annual* 
Savlngs 

1991 
('000's) 

Incontinence Products 

Vacclnes 

Provtsions 

Annual* 
Savtngs 

1992 
(000's) 

Selected Drugs 

Fuel OU 

I I I I I 
Total 1 138 1 880 1 1.447 1 1.831 1 4.406 

138 

I I I I I 

' Annual Savlngs based on 1991 basellne. 

Annual* 
Savlngs 

1993 
(OOOW 

60 

Laboratory 

200 

584 

172 

Annual* 
Savlngs 
To Date 

1994 
(000's) 

60 

228 

76 

Total 
Savings 

170 

984 

172 

0.12- 
- 

0.228m 

0.076m 

170 

1064 

172 

0.&40m 

2.77Om 

0.516m 



Appe-2lx H Bospital Procurement Services G r o u p  

1 BACKGROUND 

The Hospital Procurement Services Group is a central organisational unit established by 
seven of the major Dublin Voluntary Hospitals with the support of the Department o f  
Health to develop and manage group procurement initiatives on behalf of its members. The  
Group is not a contracting body: Each individual hospital enters into a contract with each 
proposed supplier and undertakes to honour the terms of any Group sponsored ageement .  

1.1 Membership  

Membership of the Group is divided into two types - founder members and 
associate members. The number of members has recently increased to fourteen. 
The current membership list is; 

Founder  Members  

Adelaide Hospital 
Beaumont Hospital 
Mater Hospital 
Meath Hospital 
Our Lady's Hospital for Sick Children 
St. James's Hospital 
St. Vincent's Hospital 

Associate Members  

City of Dublin Skin 8( Cancer Hospital 
National Rehabilitation Hospital 
St. Luke's and St. Anne's Hospital 
St. Mary's Orthopaedic Hospital 
St. Michael's Hospital 
The Children's Hospital 
The Royal Hospital 

1.2 Objectives 

The Group's primary objective is to help achieve greater efficiency and value for 
money by combining and strengthening the purchasin~ power of its member 
hospitals in the procurement of se!ected soods  and services. 

I n  ~d6 i t ion  to its primary function a secondary objective is to focus on 
cc-ordinxizg the development of nlaterials inanayment among i s  membtrs in 
2:mS S U C ~  zs trniGn5 and educxion, p r o d ~ c t  stmd,?rdisation, compi1z:ii.n of 
p x : i c  specifications, suppiier evduztion x d  atvnrexss of sixiidards. 



1.3 Structure 

The Group is managed by a Steering Committee consisting of the Chief Executives 
2nd SecretaryManagers of its founder member hospitals. Its constitution allows for 
a number of expert or advisory committees. Two such committees are presently 
constituted. 

The first is a ,Management Committee which consists of Financial Controllers and 
Supplies Officers and has Department of Health representation. The second is a 
Supplies Officers Committee which consists of the Supplies Officers from each of 
the member hospitals. 

The executive management and operation of the group is canied out by a full time 
Purchasing & Materials  manager who is presently assisted by a Supplies Officer. 

The group is structured so as to allow it the flexibility to focus on any product or 
service the hospitals require. If for example IV Cannula were being procured then 
the structure would allow for the formation of a specialist anaesthetic committee or 
sub-group if required. 

1.4 Benefits 

By developing and adhering to good business and ethical standards the Group's aim 
is to enhance the efficiency and effectiveness of the procurement function in a way 
wbich will ultimately yield benefits to all parties involved. The benefits arising from 
the Groups activities are ofvalue to both participating hospitals and suppliers alike. 

Hospitals stand to make considerable financial savings due to the economies of 
scale which a consolidation of procurement will bring. The main benefits to 
hospitals are. 

+ Financial savings. 
Reduction in supplier base and associated administrative costs. 
Releasing staff and resources for more important activities. 
Promoting and advancing product standardisation and rationalisation. 

+ Improved inter-hospital communications. 

The Group has recognised the importance of developing good commercial 
relationships with suppliers and has pledged to conduct its operations in an open 
and transparent manner. Successful suppliers will also gain financially from 
economies of scale which work both ways. The main benefits to suppliers are. 

Financial savings. 
Reduction in administrative costs due rc few tenders and proposals 
being submitted to hospitals. 
Opportunity to add value w t h  complementary business. 



1.5 Achicvenients to-dnte 

The Group completed its second year of operation June 1995. A number of group 
sponsored contracts are now in place. The initial value of these contracts was 
£ 11.29m. The present relative of these is now £9.42111. This has resulted in savings 
o f f  1 87m. The average percentage saving is 16.56%. By comparison the piesent 
annual cost of operating the Group is approximately £70,000. 

In addition to the financial savings achieved the supplier base in these contracts has 
been reduced from an initial 73 to 30 or approximately 60%. 

A number of intangible benefits have also been identified and these include 

+ Increased communication and co-operation between hospitals, 
Standardisation and rationalisation of certain products. 

+ Progress on generic specifications. 

The success of the Group to date is also measurable by a number of other factors 
namely. 

+ The high level of support and co-operation received from the relevant 
hospital personnel. 

+ The number of enquiries from hospitals interested in becoming members. 
+ Positive feedback from suppliers. 



Appendix I 

OUTLINE JOB DESCRIPTION FOR THE POST OF REGIONAL 
MATERIALS MANAGER 

PRIMARY FUNCTION:- 

Responsible for directing the purchasing and materials management function. This 
will involve managing and overseeing the following aspects of the job:- 

(a) Purchasing 

The Regional Materials Manager's brief will extend to all transactions involving the 
purchase of goods and services and would include: 

all consumables 

equipment 

services 

service contracts 

information technology 

drugs and medicines 

developing and implementing purchasing policies and procedures in line with 
legislation and national guidelines. 

establishing policies and procedures in respect of product selection and 
establishing User Groups where appropriate. 

developing appropriate relationships with suppliers to ensure a high level of 
quality, service and value for money. 

ensuring compliance with all legislative requirements both European and 
national in respect of all purchases of goods and services. 



(b) Stock Management 

The Regional Materials Manager's brief in respect of stock management will include 
the setting of policies and procedures in respect of all stocks held both centrally and 
locally and would include stocks held in: 

- central stores 

- CSSD departments 

- pharmacies 

- user departments 

The Regional Materials Manager should initiate procedures which will ensure that 
economic and appropriate stock levels are held in all storage points. 

(c) Warehousing and Distribution 

The Regional Materials Manager will have overall responsibility for the 
warehousing and distribution functions. Helshe will review the operation of 
warehousing and distribution and formulate proposals and policies to ensure that the 
function is carried out in an efficient and effective manner. 

(d) Staff Management 

The Regional Materials Manager will have responsibility for the overall 
management of all supplies and materials management staff. Ths includes staff in: 

- purchasing and contracting 

- warehouse and distribution 

- stock control 



The Regional Materials Manager will ensure that appropriate arrangements are in 
place for: 

- training of staff 

- motivation & commitment of staff 

- recruitment 

(e) Information Technology 

The Regional Materials Manager will ensure that appropriate IT systems are 
developed and utilised in respect of the materials management function. 

(f) Performance Measurement and Reporting 

The Materials Manager will ensure the production of regular and timely reports on 
performance aspects of materials management to the CEO and Finance Officer as 
appropriate. 

(g) Position in Management Structure 

The Materials Manager will report to the CEO and should liaise closely with the 
Finance Officer. Helshe should be a member of the senior executive management 
team. 

(h) Salary and Conditions 

The salary package should be competitive with comparable posts in industry in 
order to attract the calibre of person required to undertake this important role. 


