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EXECUTIVE SUMMARY  
 

 In support of the planned health system reform in Ukraine the MOH has developed a Concept Note 

on procurement reform. The creation of a dedicated CPB for healthcare is envisioned in this Concept 

Note. This report elaborates on the function of a CPB in support of healthcare reform based on the 

specifics of the context in Ukraine and drawing from experiences in other countries. 

 Healthcare spending is a significant part of GDP in all EU countries. As most EU countries have 

public financed healthcare systems (at least partly or full) the EU public procurement laws apply. 

Tendering for the procurement of pharmaceuticals, medical supplies and equipment is therefore 

widespread. 

 Traditionally most EU countries have procurement at national level for vaccines, communicable 

diseases and pandemics. Some countries have a long history of procurement collaboration between 

hospitals regionally or in other groupings. The use of procurement for outpatient medication is less 

common but is gaining traction. Currently the rapid increase in cost of healthcare also contributes to 

the development of many new procurement initiatives with the objective to contain cost of and manage 

access to e.g. medicine for oncology and orphan diseases. 

 The organization and level of collaboration differs a lot, ranging from individual contracting 

authorities issuing tenders, joint procurement initiatives to central purchasing bodies that pool demand 

of associated contracting authorities and from centralized purchasing organizations acting as wholesalers 

to intermediaries awarding contracts, operating dynamic purchasing systems or concluding framework 

agreements to be used by contracting authorities. 

 Ukraine has made important steps in the reform of public procurement. The MEDT is the driver of 

the reform of public procurement. Several laws and resolutions have been adopted to bring public 

procurement law and by-laws in line with international standards and to fight corruption. An e-

procurement system ProZorro and electronic platforms for public procurement are functioning and a 

CPB pilot has just been completed. The MOH should work closely with the MEDT and build on this 

foundation and experienced gained. 

 The healthcare market is in most EU countries a highly regulated market. The government 

regulations are triggered by concerns related to market failure, equitable access for patients and cost 

containment. The regulations aim for three (sometimes conflicting) objectives: ensuring access, 

controlling cost and industry interests. This creates a unique context for healthcare procurement. Price 

regulation, reimbursement decisions and procurement are linked and all three have an impact on pricing 

and cost for the payer and/or patient. 

 Active procurement strategies can leverage the spending power of the MOH to achieve better value 

for money. Through the consolidation of spending power and the transformation of procurement from 

an administrative to a professional strategic function the MOH can contain cost and expand treatment 

options for the population.  Procurement reform including the creation of a new CPB can yield 

significant savings for Ukraine, as was shown by the outsourcing of procurement to specialized 

international organizations. 

 The establishment of a national healthcare specific CPB in Ukraine is a logical step and in line with 

the general trend in EU countries of leveraging public spend for healthcare. A specialized body further 

acknowledges the unique characteristics of the healthcare market and the need to professionalize 

procurement to increase effectiveness and efficiency. 

 The core function of a CPB is the source to contract process, including contract management. 

Strategic supplier management and performance management is a logical complementary activity. The 

CPB needs to start with a very clear focus on procurement. Hence the CPB as intermediary is the 

preferred model. 

 The changes to the Ukrainian Law on medicines that enhance competitiveness of the pharmaceutical 

market by offering fast track registration, introducing the possibility to import medicines by state 
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enterprises on behalf of specialized procurement organizations should be made permanent as they 

would allow the CPB to develop specific procurement strategies to overcome market failure. 

 Further the procurement by international specialized organizations needs to remain a possibility for 

three reasons: first, a full transition of all procurements to a CPB before the expiry of the temporary 

arrangement is not possible and second, leveraging the unique services from specialized organizations for 

specific products (like GDF for TB medication, UNICEF for vaccines) is a sensible procurement strategy 

and third, to have a plan B available if and when required. 

 Risk management in the CPB has the objective to ensure value for the taxpayer’s money and an 

uninterrupted supply of quality medicines and medical supplies. Risk management requires a 

comprehensive and coherent approach from the CPB. The most prominent risks experienced in Ukraine 

are: corruption/collusion; lack of professionalism in procurement function; lack of accountability in the 

procurement function; healthcare market characteristics. The CPB has its own responsibility in managing 

those risks, but also must work in close cooperation with other stakeholders including anti-corruption 

authorities and market regulators to create an environment that supports the CPB in achieving value for 

money for the population of Ukraine. 
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INTRODUCTION 
 

The Health System Reform Strategy for Ukraine 2015-2020 has resulted in a new model of 

healthcare financing in Ukraine. The purpose of the new model is to have clear government guarantees 

for healthcare, a better financial protection of individuals in case of disease and an efficient and fair 

allocation of public resources and reduction of out of pocket payments. The strategy includes: 

 

1. Government guaranteed healthcare benefit package: 

 Clear scope of free of charge services; 

 Official, clear simple co-payment system; 

 Services in the guaranteed package are provided by healthcare providers of all ownership types. 

2. A single national healthcare payer (purchaser): 

 A clear distinction between payer and healthcare provider; 

 Funds for the guaranteed benefit package are pooled in a unified national fund; 

 Artificial boundaries between budgets of oblasts, cities and rayons are erased; 

 The government pays for services where they are received by the patient (the exterritoriality). 

3. New mechanisms of payment for health services (the money follows the patient principle): 

 The government refuses to maintain and upkeep the healthcare facilities infrastructure through 

itemized budget financing. It makes a gradual switch to paying healthcare facilities for the actual 

services rendered to patients.  

4. A stronger role of communities. New roles of the central government and local authorities: 

 Communities act as founders and owners of efficient competitive healthcare facilities selling 

services to the government, insurance companies, and individuals; 

 The government - as the purchaser (on a competitive basis) of the scope of services guaranteed 

for each and every citizen; 

 Community residents have leverage to control quality of health services provided. 

 

Core element of the strategy is the provision of a state guaranteed package that covers the payment 

of services and medicines at the amount prescribed by law for: 

●  Emergency medical care; 

●  Primary health care; 

●  Secondary (specialized) medical care; 

●  Tertiary (highly specialized) medical care; 

●  Palliative care. 

 

The law describes patients’ entitlements and liabilities and lists the principles guiding implementation: 

equity, quality, efficiency, fairness and flexibility of access to needed services, predictability and planning, 

free choice of physician, competition between and non-discrimination of service providers. As such it 

defines not only the healthcare financing but also the organization of the healthcare system, including the 

roles and responsibilities of all stakeholders, their relations and the financial flows in the system. 

The responsibilities of the MOH as central executive authority are listed explicitly as: 

●  Policy development; 

●  Analysis and forecasting of the needs for services and medicines; 

●  Functions as a sole national customer of health care services and medicines under the state 

guaranteed package; 

●  Systematic performance monitoring to support continuous improvement of quality of services; 

●  Development of the detailed description, tariffs and adjusting coefficients; 

●  Conclusion, modification and termination of health care contracts and reimbursement 

agreements; 
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●  Implementation of measures, ensuring accountability and compliance;  

●  Receipt and processing of personal health data and other information about patients and about 

health care service providers needed. 

Many of these responsibilities have a link to procurement, most explicitly the functioning of the 

MOH as sole national customer of health care services and medicines under the state guaranteed 

package. As such the MOH directly or indirectly buys services and products. This creates a potentially 

very strong position for the MOH in the market. The creation of CPB for healthcare which is envisioned 

in the Concept Note can support the MOH in translating this position into tangible results that could go 

wasted if procurement isn’t used strategically. 

 

1. The business case for procurement 
 

The 2017 OECD Report “Tackling wasteful spending in health”1 identifies procurement as a core 

strategic instrument to reduce the cost of medicines and medical supplies. Procurement however should 

not exclusively focus on price, but also needs to ensure/contribute to the responsiveness of the supply 

chain to the needs (right product, right quality, right time, right place) and long term economic 

sustainability to ensure the availability and affordability in the long term as well. 

Not using procurement or ineffective procurement processes result in higher prices and wasteful 

spending of public funds. And although price comparisons are complex and often difficult due to a lack of 

transparency, the wide variety of prices between countries and within countries are an indicator of 

ineffective procurement processes as there is often no real justification for these differences.  

In 2013 the ex-factory list prices of 31 innovator cancer drugs in 16 EU countries, Australia and 

New Zealand showed a price range from 28% to 388%2. The prices do not take into account discounts 

and rebates that might have been negotiated as these are confidential. A common characteristic of the 

managed entry agreements is the use of confidentiality clauses. 

Also prices differences for generic pharmaceutical between countries3 and e.g. the price difference 

of 25% and 47% for respectively needles and blood tubes paid by different hospitals of the National 

Health Service in the United Kingdom highlight the ineffectiveness of procurement process. Both 

markets at least in theory should be much more competitive and therefore show more converging 

prices. 

Other indications of the ineffectiveness of procurement processes (and at the same time of the 

potential of reform) are the price reductions after the implementation of procurement reform.   

Leveraging spending and approaching procurement in a strategic manner can result in very significant 

cost savings. In 2010 SCMS/PEPFAR developed an innovative strategy for the procurement of ARVs 

bringing South African prices in line with international price, a 46% reduction. Setting an informal 

benchmark that proved sustainable4. The breakthrough change was a shift of contract from the 

distributor directly to the manufacturer while still maintaining the DDP Incoterms. That shifted all 

responsibility to the manufacturer, including the responsibility for the management of the distributor and 

ensured internationally competitive prices. This is a strategy to consider for the procurement for 

national programs given the structure of the market in Ukraine.    

Also the outsourcing of healthcare procurement in Ukraine to specialized international organizations 

resulting in 40% savings on a total spend on medicines for national programs of 6 billion UAH (222 

million US dollars) illustrates the potential of procurement reform. Extrapolating these savings to the 

total current spend of 12 billion UAH would lead to estimated savings of 175 million US dollars. 

                                                
1 Tackling Wasteful Spending on Health, OECD 2017 
2 Cancer drugs in 16 European countries, Australia, and New Zealand: a cross-country price comparison study, 

Vogler et al, 2016 
3 Analysis of Medicine Prices in New Zealand and 16,European Countries, Vogler et al, 2015 
4 https://blog.usaid.gov/2011/03/strategic-investment-helps-south-africa-scale-up-hiv-treatment/ 
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Active procurement strategies can leverage the spending power of the MOH to achieve better value 

for money. Through the consolidation of spending power and the transformation of procurement from 

an administrative to a professional strategic function the MOH can contain cost and expand treatment 

options for the population. Procurement reform including the creation of a new CPB can yield significant 

savings for Ukraine. 

The EU is encouraging the creation and use of CPBs to reform public procurement. CPBs create the 

opportunity to take a more strategic approach in public procurement that contributes to achieving 

policy objectives. CPBs can be created with general mandates as well as sector specific CPBs or CPBs 

specializing in regional/municipal procurement.  

It is important to notice that centralized purchasing organizations under the EU directive can both 

act as a wholesaler by buying, stocking, selling and distributing goods as well as act as intermediaries by 

awarding contracts, operating dynamic purchasing systems or concluding framework agreements to be 

used by contracting authorities. 

The purpose of a CPB is generally defined: 

●  Achieving savings by aggregating demand and leveraging public spend; 

●  Improving efficiency of procurement processes leading to lower transaction cost; 

●  Professionalization of public procurement, improved capacity and expertise.  

A 2017 OECD overview of CPBs highlights that next to the procurement on behalf of other 

contracting authorities, the conclusion of framework agreements has become an important 

responsibility. The CPB has a more and more a strategic role as enabler of effectiveness and efficiency 

through the use of framework agreements and other procurement tools like direct purchasing systems. 

 

2. CPBs in the EU 
 

Healthcare spending is a significant part of GDP in all EU countries. As most EU countries have 

public financed healthcare systems (at least partly or full) the EU public procurement laws apply. 

Tendering for the procurement of medicines, medical supplies and equipment is therefore widespread. 

The organization of procurement however is very diverse. 

Tenders are being issued by a wide variety of organizations. Often contracting authorities are 

running tenders themselves in other instances CPBs run tenders on behalf of contracting authorities. 

Sometimes general procurement entities are used in other instances specialized medical ones. There are 

entities that take care of international needs for a number of countries (e.g. flu pandemics), of national 

programs (e.g. vaccination), regional needs or a group of hospitals. 

The type of collaboration can be distinguished according to the following dimensions: 

●  Level of specialization (product specific, healthcare specific, general); 

●  Economies of scale (supra- and international, national, regional, group, individual); 

●  Voluntary or binding participation; 

●  Scope of collaboration (information sharing, coordinated buying, joint negotiations/tendering, 

joint contracting, order management, storage, distribution and payment); 

●  Ownership, legal status and financing of collaboration. 

Some collaboration are centralized purchasing bodies as defined in the EU Public Procurement 

Directive others are example of less institutionalized “joint procurements” by a number of contracting 

authorities. Some CPBs act as wholesalers (buying, stocking, selling and distributing goods) others 

operate as intermediaries by awarding contracts, operating dynamic purchasing systems and concluding 

framework agreements for contracting authorities. 

Hence the organization of procurement differs significantly with not one model emerging as the best 

practice. Usually structures developed overtime in response to challenges faced or opportunities 

observed. 

Traditionally most EU countries have procurement at national level for vaccines, communicable 

diseases and pandemics. Some countries have a long history of procurement collaboration between 
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hospitals regionally or in other groupings. The use of procurement for outpatient medication is less 

common, but is gaining traction. 

The rapid increase in cost of healthcare result in many new procurement initiatives by countries and 

healthcare service providers like hospitals with the objective to contain cost and manage access of e.g. 

medicine for oncology and also orphan diseases. In parallel to the developments in procurement, 

pharmaceutical policy initiatives are being developed to balance the power in the pharmaceutical system 

and to address observed market failures (unaffordably high priced medicine, withdrawals of old off 

patent products, products not introduced in certain markets, unmet needs). 

The establishment of a national healthcare specific CPB in Ukraine is a logical step and in line with 

the general trend in EU countries of leveraging public spend for healthcare. A specialized body further 

acknowledges the unique characteristics of the healthcare market and the need to professionalize 

procurement to increase effectiveness and efficiency.  

The Annex B has a non-exhaustive list of procurement collaborations including national CPBs. 

 

1.1. In patient medication 
 

In most EU countries hospitals are procuring medicine directly from industry. Prices are determined 

through direct negotiations and tendering. In general these consider medicine and supplies for which a 

competitive market exists. In a number of countries hospitals have pooled their procurement and 

established their own procurement bodies (e.g. Amgros in Denmark is the pharmaceutical procurement 

service for the five regional authorities in Denmark. It is a public-sector organization owned by the 

regions. It was established to create economies of scale and achieve administrative savings by centralizing 

the procurement of pharmaceuticals. 

In Ukraine a CPB can support the procurement of hospitals and regional health authorities through 

the provision of framework contracts. 

 

1.2. Outpatient medication 
 

The use of tendering for outpatient medicine is growing. The tendering focuses almost exclusively 

on the market segment with generic competition. For the segments with no or limited competition 

negotiated procedures are preferred. In the Netherlands insurers use tenders to select preferred 

suppliers, in Germany insurers use tenders to acquire rebates. Belgium used in sporadic but stopped5. 

Denmark uses some form of tendering. Prices are fixed for 14 days and manufacturers submit price 

changes every 2 weeks. Pricing is published nationwide and pharmacists are obliged to offer substitution 

by the cheapest product. Reimbursement is based on internal reference pricing. 

In Ukraine a CPB should develop a procurement strategy to leverage MOH spending power and 

assure value for money for outpatient medication. See also pricing and reimbursement. 

 

1.3. High priced medication 
 

More and more countries make use of centrally negotiated prices or agreements for high priced 

medicine. These medicine are usually also not included in DRG tariffs but funded out of separate 

(hospital) budgets. In response to the rising prices of medicine and the budget constraints more 

initiatives to jointly procure these expensive medicines are starting to gain traction.  

A number of countries e.g. Czech Republic, Italy, Netherlands monitor the market developments 

very closely through horizon scanning and renegotiated/retender as soon as the competitive situation 

changes through competing products or generic entry. 

                                                
5 Tender systems for outpatient pharmaceuticals in the European Union: Evidence from the Netherlands, 

Germany and Belgium, Kanavos et al, 2009 
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●  8 University hospitals in the Netherlands launched an initiative to jointly procure expensive 

cancer medication in February 2017; they were later joined by insurance companies. They focus 

on the oligopolistic market segment where there is some choice; 

●  MOH in Netherlands, Belgium, Luxembourg and Austria started a joint negotiating initiative for 

the patented high priced medicine. 

These negotiations results in a wide range of price/volume agreements or managed entry 

agreements. These agreements are usually confidential. 

In Ukraine a CPB can together with the MOH analyze the markets and determine the most 

appropriate procurement strategy. This can support negotiations by the MOH as part of the pricing and 

reimbursement process and/or negotiations/tendering by the CPB as part of a procurement process.  

 

1.4. National programs 
 

 Procurement for a national program is often performed by the program responsible organization or 

institution. They also take care of the distribution either through own means or through contracted 

service providers. Most EU countries have a limited number of such programs, e.g. vaccines for 

immunization programs, yearly flu vaccinations. 

Given the much higher number of programs in Ukraine centralizing procurement for this type of 

programs under a CPB will bring added value to the MOH. The management of the supply chain will 

remain a responsibility of the national programs. 

In this light it should also be noted that the new initiatives developing in EU especially for the 

procurement of high priced medicine at central level can be considered as a kind of new national 

programs that are emerging. 

 

1.5. Patented medicine 
 

 The use of procurement to set prices of patented medicine is not widespread while this could result 

in significant price reductions.  

 Mexico created a CPB named Coordinating Committee for the Negotiation of Prices for 

Pharmaceuticals and other health supplies (CCPNM6) for the annual negotiation for public procurement 

prices for patented medicine / single source medicine / medicine without therapeutic substitutes. For all 

other medicine the public sector buyers have to issue tenders.  

The role of the CCPNM is 1) to determine which medicine to be included in the negotiations; 2) to 

prepare comprehensive information for the negotiations; 3) negotiate prices for the whole public sector. 

The negotiations result in framework contracts covering all public procurement of patented medicine.  

                                                
6 Breve 14, Mexico’s Coordinating Commission for Negotiating the Price of Medicines and other health inputs. 

IADB, 2016 
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The annual reports of the CCPNM showed that, for most patented medicines, every year the 

negotiations resulted in large price reductions with reference to the preceding year. According to the 

reports, the accumulated direct savings (e.g. price reductions resulting from the negotiation) over 2008-

2011 reached a total of 355 million7 US dollars. 

Besides better pricing the process has also resulted in: 

●  Better organized public procurement patented and single-source medicines, leading to more 

homogeneous prices and treatment schemes;  

●  Increased certainty for purchasers and suppliers with regard to the prices and quantities of 

medicines purchased and improved communication between the two; 

●  Improved understanding of the market and the therapeutic schemes used by public health 

institutions; 

●  Smoother, more efficient purchasing processes and transactions; 

●  Enhanced market stability and availability of medicines; 

●  Encouragement of inter-institutional learning and cooperation in a fragmented health system 

through shared procurement practices; 

●  Enhanced sharing of information on the patent status of a vast number of drugs, which is 

generally difficult to obtain in low and middle income countries.  

The Mexican example is an approach to consider for Ukraine for the procurement of patented 

medicine for the public sector. It could also determine the reimbursement tariffs for these medicines.  

 

3. Procurement Reform in Ukraine 
 

Ukraine has made important steps in the reform of public procurement. The MEDT is the driver of 

the reform of public procurement. Law of Ukraine on public procurement and by-laws have been 

adopted to bring public procurement law in line with international standards and to fight corruption, 

including an obligation to use of an e-procurement system for public procurement (ProZorro). Since 

August 2016 all purchasing at the expense of the State budget of Ukraine and local budgets has to be 

done through the ProZorro system. 

                                                
7 A new entity for the negotiation of public procurement prices for patented medicines in Mexico, Octavio 

Gómez-Dantés, 2012. Accessed 22 feb 2018, http://www.who.int/bulletin/volumes/90/10/12-106633/en/ 
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With a share of 15% of GDP and over 20.000 contracting authorities8 public procurement makes up 

a significant part of the Ukrainian economy. As a consequence public procurement has spending power 

and the ability to influence markets. A CPB is a manner to effectuate this.  

As part of the procurement reform MEDT has drafted regulations for CPBs. A CPB adds value in 

public procurement by 

●  Combining spending power of individual contracting authorities;  

●  Increasing effectiveness and efficiency of procurement processes; 

●  Enhancing professionalism of public procurement: 

o Concentration of scarce professional capacity; 

o Supporting contracting authorities with professional capacity.  

It further contributes to a clear distinction between requester and buyer, an important separation of 

responsibilities in preventing corruption. 

The creation of a healthcare specific CPB will bring the same added value to the MOH and is a 

logical step in procurement reform in support of the health system reform. The Concept Note states 

explicitly the following objectives for the healthcare CPB. 

●  Strengthening the role and functions of the MOH as a central executive body, which ensures the 

formation and implementation of state policy in the field of creation, production, quality control 

and sale of medicines and health care products by transferring procurement functions to the 

procurement organization; 

●  The acquisition of economically feasible and safe medicines and health care products for 

patients; 

●  Conducting of transparent procurement at the national and international levels in accordance 

with the principle of open competition and non-discrimination for all potential suppliers; 

●  Achieving reasonable prices for medicines and health care products at a price/quality ratio; 

●  Elimination of corruption risks; 

●  Rational use of public funds; 

●  Reduction of bureaucratic and administrative costs; 

●  Optimization of the procurement cycle. 

The MEDT has just completed a CPB pilot which was launched in 2016. One particular challenge the 

CPB encountered was the lack of trust of contracting authorities in the CPB. Handing over an important 

task as procurement is not easily done. In the MEDT CPB pilot both market experts and supplier 

representatives were consulted in open meetings to provide input for technical specifications of 

products. A constructive relationship with suppliers supports effective tender design and processes and 

increases participation in tenders. Resulting in a more effective and efficient procurement process. 

The subsequent evaluation of the pilot confirmed the importance of these tasks as the lack of trust 

with clients was observed as one of the biggest challenges. The idea of transferring procurement to 

another organization is not easily accepted. Being sensitive to the needs of key stakeholders is also in 

the Sigma brief identified as a critical success factor.  

The MOH should work closely with the MEDT and build on the experienced gained in the pilot 

CPB. 

 

4. Pricing and reimbursement 

 
Procurement of medicines cannot be discussed without looking at pricing and reimbursement 

systems for medicines (and to a lesser extend medical supplies) in general. A good overview9 of a typical 

set up of activities leading to procurement is pictured below. 

                                                
8 Impact of Prozorro, Kijv School of Economics, 2017 
9 How can voluntary cross-border collaboration in public procurement improve access to health technologies in 

Europe, Espin et al 2016, WHO Policy Brief 
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In the middle of the picture in green are the core procurement activities that lead to the economic 

transaction. In grey the activities closely related to procurement (pre and post); in the blue the 

regulatory activities that impact procurement and in orange the private sector that brings 

pharmaceuticals to market.  

Price regulation, reimbursement decisions and procurement are linked and all three impact pricing 

and cost for the payer and/or patient. The use of one policy instrument impacts the others.  

The overview also shows that the pharmaceutical market is a highly regulated market in many 

countries, including all EU member states. A recent WHO Europe publication on pharmaceutical 

policies and practices10 stated that all EU countries have price regulation in place for pharmaceuticals.  

The government regulations are triggered by concerns related to market failure, equitable access for 

patients and cost containment. The regulations aim for three (sometimes conflicting) objectives: ensuring 

access, controlling cost and industry interests. 

The practices applied can be classified in supply side interventions and demand side interventions.  

The supply side practices can be classified in 4 categories11. 

                                                
10 Pharmaceuticals pricing and reimbursement policies in Europe 

WHO TBS – October 2016 
11 Analysis of differences and commonalities in pricing and reimbursement systems in 
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●  Price regulation or price control: 

o Cost plus pricing; 

o External reference pricing; 

o Internal reference pricing (ATC4 or ATC5); 

o Value based pricing through e.g. economic evaluations & health technology assessment; 

●  Direct expenditure control: 

o Discounts are mandatory or negotiated reductions in the drug’s final price for certain 

institutional payers; 

o Rebates are returns of a specified proportion of the sales made by a manufacturer to an 

institutional purchaser over a given time period; 

o Payback is a risk-sharing mechanism that requires manufacturers to return a certain part of 

their “excess” revenue to a purchaser if sales exceed a previously determined target; 

o Price-volume agreements. 

●  Profit control; 

●  Tax benefits. 

The demand side practices aim to change the behavior of the actors on the demand side physicians, 

pharmacists and patients through: 

●  Physicians: 

o Encouraging good prescribing practices by physicians through information sharing;  

o Alignment of incentives that reinforce behavioral change and increase cost consciousness 

and rational use of medicine;   

o Prescribing of INNs only. 

●  Pharmacists: 

o Alignment of pharmacy financial incentives (mark ups, fees, discounts, rebates) with policy 

objectives; 

o Substitution of brand name products by generics. 

●  Patients: 

o Information and education; 

o Cost-sharing (through co-payments, co-insurance, deductibles). 

●  Payers/insurers: 

o Selective financing and reimbursement practices: 

a) Reimbursement status of a product / indication through positive and negative lists. 

b) Setting fixed reimbursement for all products in a group 

c) Using HTA to determine value of a product→ pricing 

In a study to determine the best practice based on stakeholders’ perspective12 it is concluded that 

the best mix is dependent on the priority of policy goals of a country. It further concludes that different 

groups of medicine (patented (new) high cost medicine, generics) require different approaches and that 

the process to take reimbursement decisions need to have very clear rules, be transparent and executed 

timely. A regular review of processes and outcome is considered best practice as well. Most countries 

also have different approaches for pharmaceuticals used in ambulatory care vs pharmaceuticals used in 

hospitals. 

Not surprisingly these conclusions resemble the principles of good strategic public procurement.  

 

 

 

 

 

                                                                                                                                                       
Europe” J. Espin, J. Rovira, 2007  
12 Study of the policy mix for the reimbursement of medicinal products, Vogler S, et al 2014 
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4.1. External reference pricing 
 

The majority of the countries (23 out of 31) use ERP as the main systematic criterion when setting 

the price of new drugs. ERP is used as supportive criterion in Belgium, Finland, Italy, Poland, Spain and 

Germany.  

For instance, in Italy, ERP is currently used as additional information during price negotiation 

procedure for all reimbursable pharmaceuticals, whilst in the past it has been used as the main criterion 

for pricing reimbursed pharmaceuticals. In Spain, ERP is used to control the price of medicines for which 

there are no alternatives available on the Spanish market. 

ERP is mainly used for reimbursed/prescription medicines. The scope is not always clear and can 

differ covering in-patient/outpatient and patented/generics. Reference pricing is a little less frequent used 

for generics than for patented medicine.  All reference countries for Ukraine apply reference pricing for 

patent and generic medicine, except Hungary (only patented).  

ERP should be used with caution as list prices are often inflated and do not reflect the actual prices 

paid. Pharmaceutical companies prefer the use of discounts and rebates rather to prevent lower list 

prices. As they fear the spillover of lower prices to other countries. 

 

 
 

4.2. Internal reference pricing 
 

Internal reference pricing is often used to determine maximum prices for generics and 

reimbursement tariffs or rates for all medicine. The picture below shows the countries applying internal 

reference pricing. Also with internal reference prices attention should be paid discounts and rebates. 

Manufacturers prefer to compete via discounts and rebates to pharmacies rather than through lower 

prices. These discounts often do not reach payers or patients. 

 



Technical Report on options for acquisition of medicines for Ukraine 

16 

 
 

 

Internal reference pricing is applied in many different ways as summarized in the table below. 
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And last but not least procurement is used. Procurement deals with the actual economic transaction 

that takes place. In the inpatient market these transactions usually take place between hospital and 

supplier and in the outpatient market between patient and pharmacist.  

Tendering is used especially in the in-patient sector, but also sometimes in the outpatient sector 

(Netherlands/Germany).  

Some countries have opted for the outpatient sector for using more dynamic reimbursement 

policies that encourage competition through opportunities for price adjustment and obligatory 

prescribing practices (cheapest product first, monitored by electronic subscribing systems) 

(Spain/Denmark). 

 
 

In conclusion it is a strategic choice if, how and where to apply procurement in addition to the 

other policy tools. See further the next chapter. 

 

4.3. CPB to support reimbursement 
 

The change (over time) from an input based system, financing service delivery capacity and products 

up front, to an output based financing system through reimbursement for services and products changes 

the procurement and supply chain strategy. Supply chain management coordinates the flow of 

information, the flow of money and flow of goods. The flow of information and flow of money need to 

be well arranged and then the flow of goods will follow. The change to a reimbursement system changes 

those flows. 

Under a reimbursement system, the actual management of the supply chain and the supply chain 

risks are the responsibility of the wholesalers/distributors and pharmacist involved in the supply chain.  

Under a reimbursement scheme, the doctor prescribes, the pharmacist dispenses the medication free of 

charge or for a prescribed co-payment to the patient. The doctor gets reimbursed for his service and 

the pharmacist is reimbursed for his/her product and/or service.  

The physical distribution of medicines is organized by the pharmacist or retailer who manages 

his/her stock and orders the medication from the wholesalers/distributors and pays for the medication.  
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Under a national payer/insurance system the payer/Insurer is a contracting entity. A CPB, as a 

professional procurement organization, can procure on behalf of the payer/insurer. The choice of 

procurement strategies, tender/negotiation approaches and contracting types need to be determined 

based on the specific market segment and policy objective. These decisions take place in the wider 

context of the pharmaceutical pricing and reimbursement policies.  

In essence a tender or negotiation for contract under a reimbursement system is still a tender for 

the supply of products except with possibly different guarantees, different Incoterms and different 

payment terms. E.g. in the Netherlands insurance companies use tendering to determine preferred 

suppliers of pharmaceuticals for ambulatory care under a reimbursement system. Pharmacists are 

subsequently instructed to dispense the product of the preferred supplier instead of other brands. 

Further the healthcare service providers owned by regional authorities or other public authorities 

are contracting authorities that can use or can be obliged to procure under framework contracts while 

being reimbursed for the services or products through DRG tariffs. 

Hence under a reimbursement system procurement has a similar role as under any other system. 

Leveraging public spend and using competition to achieve better prices and conditions and increasing the 

effectiveness and efficiency of public procurement. 

 

4.3.1. Setting reimbursement tariffs 
 

Reimbursement tariffs are normally not determined through tendering (see further pricing and 

reimbursement). 

Although Spain and Denmark use a system were manufacturers have the opportunity to frequently 

update prices and the reimbursement tariff is based on the lowest generic price. Pharmacists have an 

obligation to offer this cheapest product to the patient first. Although these are strictly spoken not 

tenders, they constitute a kind of permanent competition and determine the reimbursement tariff.  

Tendering for public sector suppliers through strategies that balance objectives and fit the specific 

market segment is an option that should be explored further as reimbursement rates should reflect 

actual prices. After all the maximum wholesale price is a maximum price. 

 

4.3.2. Discounts and rebates 
 

Discounts and rebates for institutional payers are applied in many EU countries. In some countries 

they are universally applicable, in other countries they are negotiated individually with each 

manufacturer.  

In the Netherlands insurance companies use tenders to select preferred suppliers of 

pharmaceuticals for outpatient care and Germany insurers use tenders for rebates on list prices to 

select suppliers for outpatient pharmaceuticals. 

In Ukraine the discounts and rebates in the market should benefit the institutional payer rather than 

the channel partners. Hence reimbursement rates should reflect the actual price or the discounts and 

rebates should benefit the national insurer. 

Rebates and discounts are significant. E.g. in Austria the price for 95% of all inpatient medication are 

30-35% lower than retail prices. A survey covering 25 EU countries showed discounts in individually 

negotiated generics contracts of up to 50 percent list prices. 

Procurement can also support the control of expenditure under a reimbursement system by 

incorporating volume or spending related clauses in contracts that limit the total spending while 

ensuring access under managed entry agreements and other price/volume agreements. This can take the 

form of paybacks if a certain budget ceiling is reached.  
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5. CPB’s priorities 
 

 

5.1. Procurement processes 
 

Procurement is made up of three process cycles: 

 Strategic sourcing; 

 Supplier management; 

 Order management. 

 
 

Zooming in on those processes gives an indication of the activities that need to be covered while 

designing and developing the procurement to support the health care reform strategy of the MOH.   

●  Source to contract: 

o Spend & demand analysis; 

o Supply market research; 

o Sourcing strategy development; 

o Tendering / Negotiation and supplier selection; 

o Contracting. 

●  Order to pay: 

o Formulating request; 

o Purchase ordering; 

o Order fulfilment; 

o Invoicing & payment. 

●  Supplier management: 

o Segmenting the supplier base; 

o Align relationship/governance; 

o Managing supplier performance; 
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o Joint improvement planning. 

The core function of a CPB is the source to contract process, including contract management. 

Strategic supplier management and performance management is a logical complementary activity. The 

order management cycle can be a responsibility of the contracting authority/national program/healthcare 

service providers. Alternatively this can be contracted with state or private sector logistics companies. 

As indicated before CPBs under the EU directive can act as a wholesaler (buying, stocking, selling 

and distributing goods) and/or as intermediary (awarding contracts, operating dynamic purchasing 

systems or concluding framework agreements to be used by contracting authorities).  

In essence the difference between both models is the scope of activities taken on by the CPB. A 

CPB as wholesaler takes on full control of and all risks in the supply chain. A CPB as intermediary leaves 

those responsibilities with suppliers and contracting authorities. 

MOH CPB needs to start with a very clear focus on procurement. Hence the CPB as intermediary is 

the preferred model.  

An effective execution of this intermediary role requires a range of procurement activities.  

The CPB should gradually bring the health sector expenses of 12 billion UAH on pharmaceuticals 

and medical supplies fully under its control. A CPB in Ukraine should first focus on the procurement for 

the national programs and the establishment of framework agreements supporting procurement by 

hospitals. Tendering for the outpatient sector is less common. A decision requires a more detailed 

comparison of policy options for the specific market segments. 

 

5.2. Continuous learning and innovation 
 

Professional procurement in healthcare is a field of growing importance due to the rising cost of 

healthcare globally. It is in most countries still an underutilized and immature function that needs to 

develop and innovate to deliver on its potential and find solutions for the challenges it faces.  

A new CPB therefore needs to be an organization that is designed for learning and continuous 

improvement in: 

●  Market intelligence: 

o Sources available in local, national, global markets: 

- Patent information. 

o Enhancing price transparency: 

- National, international; 

- Discounts and rebates; 

- Mark ups. 

●  Enhancing competition: 

o Market entry; 

o Generic substitution; 

o Biosimilars; 

o Analogue substitution. 

●  Consolidation of procurement: 

o Pooling demand; 

o Joint negotiations; 

o Sharing of information. 

●  Effective communication with stakeholders: 

o Monitoring of consumption; 

o Forecasting and supply planning; 

o Procurement strategy development/acceptance. 

●  Tender design & contracting: 

o Category management;  

o Standardization of nomenclature; 
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o Evaluation of tender process results, short / long term impact; 

o Tender design for specific market segments; 

o Specific contracting mechanisms tailored to specific market segment.  

●  Increased communication/participation through e-procurement tools: 

o Reducing the cost of participating in tenders; 

o Reducing the cost and effort in running tenders; 

o Supporting innovation in tendering, negotiations and contracting.   

 

6. Optimize the provision of medicines 

 

6.1. Market structure and supply market research 
 

The supply market for health can be divided in two parts. The highly regulated market for the supply 

of medicines and the far less regulated market for supplies and equipment. 

Entry to the pharmaceutical market is regulated through the issuing of market authorization for a 

product to be brought on the market by the applicant. From a distribution and demand perspective in 

general 3 segments can be distinguished: 

●  Over the counter medication (OTC); 

●  Outpatient medication; 

●  Inpatient medication. 

Price regulation is in most countries applicable only on outpatient medication and in-patient 

medication. Healthcare providers are paid through reimbursement by insurances and co-payments by 

patients. For outpatients the reimbursement tariffs for both the services and medicines are set 

separately, for inpatient the cost of medicines is often included in a combined tariff for the treatment of 

a patient in a DRG. Price regulation is applied in all EU countries. 

The pharmaceutical market in high income countries is in most instances is more strictly regulated 

that in low and middle income countries. The pharmaceutical market is because of the explicit market 

authorization a national market. At the same time the market is dominated by large global 

manufacturers of patented medicines and global manufacturers of generic medicines. Some countries still 

have domestic industry producing mainly generic medicines and OTCs. 

The market for medical supplies and medical equipment is less regulated. This market has much 

more characteristics of one internal market for the whole EU and is in general considered to be more 

competitive. 

A thorough market analysis is required to determine the competitiveness of the market in Ukraine 

for each product. The competitiveness of the pharmaceutical market is determined by the number of 

products available on the market and whether these products are actually competing with each other. 

The fact that many manufacturers are represented by only a few distributors limits competition, 

especially if it is distributors bidding on tenders rather than manufacturers.  

The demand side can be characterized in a similar manner through the number of buyers: one, a few 

or many. Also here the pharmaceutical market differs from a normal market in the sense that actual 

demand is determined by the physician who prescribes and not the patient. Due to this indirect demand 

and the further protection of patients through insurances pharmaceutical markets are not very price 

sensitive. Unless the payer organizes the buying the balance of power is usually with the supplier. 



Technical Report on options for acquisition of medicines for Ukraine 

22 

 
Porter’s five forces model that describes the competitiveness of the market illustrates the challenge 

for procurement in the pharmaceutical market in Ukraine. All the power rests with few distributors in 

the market, the incumbent suppliers. But at the same time this also should guide procurement in 

developing the appropriate strategies. 

 

6.2. Life cycle analysis 
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During the life cycle of a product the actual market situation changes overtime. Amgros, a Danish 

CPB, uses a life cycle approach as part of their market analysis. The lifecycle highlights the different 

challenges that procurement needs to overcome through their sourcing and procurement strategy. The 

market currently has two big failures: too expensive products that are not affordable and too cheap 

products that cause a supply risk because suppliers lose interest and leave the market.  

Too expensive medicines are caused by a lack of competition (no or only very limited number of 

suppliers). A sustained presence of at least 4 sources in the market that are genuinely competing with 

each other is required for effective competition. The FDA in July 2017 announced expedited review of 

generic applications for products with less than 3 generic sources. Good procurement strategies 

encourage competition. Some measures to enhance competition can be used in procurement: 

●  Competition at ATC4--> therapeutic group rather than chemical substance (ATC5); 

●  Reimbursement levels determined at group level (internal reference pricing); 

●  Expedite generics registration/Bolar provision; 

●  Trips provisions: 

o Government use license/compulsory use license. 

●  Increasing the number of sources for selected segments of the pharmaceutical market that are 

considered not competitive enough by offering fast track market authorization; 

●  Allowing for / encouraging parallel importation for products priced more affordable in other 

countries. 

At the same time some products are too cheap resulting in a supply risk: 

●  Market too competitive, procurement strategies need to take economic sustainability of the 

market into account; 

●  Secure supply through framework contracts:  

o Ceiling price; 

o Mini competition e.g. on availability, lead time, service with lesser emphasize on price as 

framework contract ensures competitive prices; 

o Some volume guarantees could increase attractiveness for suppliers. 

 

7. Approaches for the procurement of selected categories of medicines and 

medical devices 
 

7.1. Medicines for rare (orphan) diseases 
 

Rare diseases are often serious, chronic and life-threatening. The EU definition of a rare disease is 

one that affects fewer than 5 in 10 000 people. At present, more than 6000 rare diseases are known; 

around 80% of them are genetic disorders and half of them occur during childhood. Grouped together, 

rare diseases affect 6–8% roughly the same as diabetes13, hence the total number of people suffering 

from a rare disease is high. 

Often but not always the cost of medicines for rare diseases are high and the increasing number of 

treatments brought to market cannot be funded out of the available health budgets. 17 EU countries 

have negotiated “managed entry agreements” for high priced orphan medicines14. Besides such 

agreements no real solutions have been found to deal with this challenge. The EU is considering 

pharmaceutical policy measures and encouraging a more effective use of procurement. New initiatives to 

negotiate jointly with the pharmaceutical industry are being developed. Currently Belgium, Netherlands, 

Luxembourg and Austria have launched an initiative to jointly negotiate prices for orphan medicines.  

Recommended procurements aspects to consider: 

●  CPB to develop a specific procurement strategy for each orphan disease; 

                                                
13 Access to new medicines in Europe, WHO 2015 
14 Negotiating prices of drugs for rare diseases, Henrard S et al. 2017 
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●  Enhance competition by offering fast track registration for generic medicines/biosimilars and 

new orphan medicines; 

●  Consider joint negotiations with other countries in specific cases; 

●  Managed entry agreements can be considered in combination with the establishment of 

expertise centers and patient registries. 

 

7.2. Vaccines 
 

Most EU countries procure vaccines through national programs. In Ukraine the CPB can take on this 

procurement on behalf of the national program. Technical assistance and coordination with UNICEF can 

benefit the procurement. Vaccines require a specific procurement strategy due to global shortages. 

Careful product selection and harmonization of product specification can improve procurement 

opportunities. Vaccines are also one of the market segments that see the development of joint 

procurement between different countries e.g. the joint procurement by the Baltic countries of some 

vaccines. Most countries take this next step in consolidating/coordinating because of the specifics of the 

market with only a limited number of global manufacturers. 

The Law of Ukraine on public procurement allows for outsourcing of the procurement of healthcare 

products to United Nations organizations. Hence UNICEF could be contracted by the MOH going 

forward.  

●  CPB to develop a specific procurement strategy for vaccines; 

●  Coordinate with UNICEF; 

●  Consider contracting through UNICEF; 

●  Explore for joint procurement with other countries; 

●  Explore the joint procurement of vaccines under the Baltic Partnership Agreement. 

 

7.3. Medical devices 
 

The procurement of medical devices requires a similar process as the procurement of medicines. 

Hence ideally Ukraine establishes a list of “approved medical devices for procurement”. Depending on 

the specific type than procurement can be done centrally or through the use of framework agreements.  

A specific category of medical devices is medical equipment. Medical equipment usually requires 

installation, calibration, commissioning, maintenance, repair, user training and decommissioning at the 

end of life. Often consumables and spare-parts are required for use. Often equipment is paid through 

consumables and maintenance/service agreements.  

This requires a more advanced procurement strategy that takes into account the total cost of 

ownership over the lifetime of a machine. EU procurement law encourages the use of Most 

Economically Advantageous Tender criteria over the lowest price criteria to evaluate the procurement 

of such equipment. Hence a CPB should develop a specific procurement strategy for this category taking 

into account the total cost of ownership.  

 

8. Steps to establish a CPB 
 

The MOH has together with input from stakeholders developed the Concept Note. This provides 

the strategic direction and action plan for the creation of the CPB for healthcare. And although the 

timeline needs a significant revision the Concept Note as such is still valid.  

The Sigma project of the OECD15 gives in a policy brief recommendations for the creation of CPBs. 

And although these recommendations are intended for general CPBs they can be extended to sector 

specific CPBs, including to the healthcare CPB in Ukraine. These are: 

                                                
15 Sigma Brief 467, Centralised Purchasing Systems in the European Union, OECD 2011 
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●  Take a step-by-step approach; 

●  Take an integrated approach; 

●  Build centralization on the principles of a decentralized public procurement system: 

o Differentiated approach taking into account client perspective. 

●  Closely involve key stakeholders; 

●  Take strategic operational decisions: 

o Which goods and services should be covered, initially and in the medium term; 

o A voluntary or compulsory system or a mixed solution; 

o Types of framework agreements and call-off systems to be used; 

o What kind of electronic platform should be developed; 

o How are the CPB’s operations to be financed; 

o Organization and staffing; 

o Capacity-building of staff and also of customers and suppliers. 

Creating a new CPB is an organizational development process. The design of the organization needs 

to be driven by the strategy of the CPB and the operational context. It requires a holistic view of the 

organization. It is a process that is organic and adaptive based on social interactions with stakeholders, 

rather than implementing a blueprint. As indicated before there is a wide variety of models and all can 

work provided they are well managed and executed provided that the interest of key stakeholders are 

taken care of in a balanced manner. 

 

8.1. Legal context 
 

The procurement of medicines is governed by Law of Ukraine on public procurement, Law of 

Ukraine on medicines and a number of by-laws. 

The Law of Ukraine On amending some Laws of Ukraine on ensuring timely access of patients to 

the medicines and medical products and Law of Ukraine on public procurement both makes an 

exemption for procurement by named specialized international organizations on behalf of the MOH. 

Supplies and services to be purchased under procurement contracts between the MOH and those 

specialized international organizations shall be made in accordance with the internal rules and 

procedures established by relevant specialized international organizations. 

In essence these Laws and by-laws also introduced more competitiveness and flexibility of the 

Ukrainian market in several ways like fast track and free registration of medicines, simplified marking 

requirements and importing procedures for the medicines, etc. These provisions make that specialized 

international organizations can procure a wider range of products and can procure from a wider range 

of suppliers including directly from foreign manufacturers. 

The procurement through specialized international organizations has resulted in 40% savings for the 

MOH. Both above mentioned Laws have been instrumental in achieving these savings. The expiration of 

provisions on procurement with involvement of specialized international organizations on March 31, 

2019 will reduce procurement options, reduce competition and increases the risks of corruption/bid 

rigging. Enhancing procurement options is essential for both the specialized international organizations 

and a new CPB. Therefore it is recommended to make these provisions permanent and to extend the 

use of these provisions from specialized international organizations only to specialized international 

organizations and the CPB.  

Recommendations: 

●  Establish a CPB for the provision of medicines and medical supplies in compliance with the 

regulations for CPBs of the MEDT: 

o MOH to develop a proposal based on the draft regulations for the establishment of a CPB in 

close coordination with MEDT; 

o Use the Concept Note as basis for the proposal.   
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●  Make permanent the changes to the Ukrainian legislation that enhance competitiveness of the 

pharmaceutical market: 

o This supports the functioning of specialized international organizations in achieving the 

highest public health impact. 

●  Extend the reach of the aforementioned changes from specialized procurement organizations 

only to include the CPB: 

o This enhances procurement options for the CPB in a similar as in place for specialized 

international organizations. Designating the MOH CPB as a “specialized international 

organizations” under the Law would achieve the same. 

These recommendations support the establishment of a MOH CPB. The changes to the Law are 

required to enhance competitiveness of the market that contributed to the success of the specialized 

international organizations. The CPB should have the same options as the specialized international 

organizations in developing specific procurement strategies. Further the procurement by specialized 

international organizations needs to remain a possibility for three reasons: first, a full transition of all 

procurements to a CPB before the expiry of the temporary arrangement is not possible; second, 

leveraging the unique services from specialized international organizations for specific products (like 

GDF for TB medicines, UNICEF for Vaccines) is a sensible procurement strategy; third, to have a plan B 

available if and when required. 

 

8.2. Oversight 
 

The Concept Note states that the supervisory board of the CPB consists of representatives of 

central executive authorities, international and public organizations and has to be selected through a 

special procedure determined by the Cabinet of Ministers of Ukraine. 

Recommendations: 

Ideally the supervisory board has representatives of central executive authorities especially the 

MOH, MEDT and the Ministry of Finance: 

●  MOH, Manager; 

●  MOH, Manager responsible for national health insurance; 

●  MOH, Manager responsible for national programs; 

●  MEDT, Manager; 

●  MEDT, Manager responsible for CPB/ProZorro; 

●  Ministry of Finance, Manager. 

Representation of regional and local health authorities: 

●  Representative Regional Health Authorities; 

●  Representative Local Health Authorities. 

Representation of the civil society: 

●  Representative of beneficiaries in the form a patient organization; 

●  Representative of anti-corruption organization. 

Representation of international organizations: 

●  Representatives of international organizations can have an advisory role in the supervisory 

board. 

Together these representatives with their constituencies can provide comprehensive oversight of 

the CPB, but are also in a position to provide the support required for the success of the CPB.  

 

8.3. Organization, role, responsibilities 
 

Strategic sourcing and supplier management should be the core focus of the CPB. The emphasize 

needs to be on the source to contract cycle and related contract management and supplier 

management.  
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The end2end process however does play an important role in the design of the procurement 

strategy and in the agreements concluded with suppliers. As the contracts need to specify not only the 

physical flow (what products to be delivered where, when) but also the information flow and financial 

flow.  

A monitoring and reporting system for contract compliance and performance need to be developed 

based on the supply chain and order management information available. Monitoring performance and 

compliance ideally would have been managed through the ProZorro system. This would reduce the 

administrative burden on contracting authorities as no additional reporting would be needed. Especially 

in the case of a fee for service model, the actual use of framework contracts (call offs) need to be 

known.   

Among others the lessons learned from the MEDT CPB pilot include: 

●  The transfer of procurement from a client to the CPB requires a solid business process for 

collecting demands, aggregating those demands; 

●  In order to ensure professional expertise for certain product groups the concept of category 

management was introduced. The category specialist is also responsible for analyzing the market 

and designing tender strategies and tender specifications; 

●  Standardization of catalogues and nomenclature and tender documents will improve efficiency 

and effectiveness of the procurement process.  

Recommendations: 

●  The CPB should keep a clear focus on the source to contract process and stay out of day to day 

order management; 

●  The ProZorro system should support the contract management, including the utilization of 

framework contracts by contracting authorities; 

●  Distinguish the following roles/responsibilities in the CPB:  

o Market assessment;  

o Client relations (forecasting & demand planning, reporting contract performance); 

o Negotiation & Tender Strategy & Execution (specifications, requirements, terms); 

o Contracting (legal); 

o Supplier relations (performance, compliance); 

o Support functions (IT, administration, HR). 

Each of these roles requires a specific expertise and has a specific focus. The different roles interact 

in a logical way, see the picture below. 
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8.4. Funding models and legal status 

 
Professional specialized procurement services provide value for money in two ways:  

●  Efficiency and effectiveness of operations (operating cost). A CPB takes on procurement 

activities previously executed by others. In some instances this can result in savings elsewhere in 

the health sector. A clear example of this would be the fees currently paid to international 

organizations for the procurement that is outsourced. In situations where procurement is just 

one of the responsibilities of an healthcare worker, the savings are less obvious, but will allow 

the healthcare worker to focus on other tasks; 

●  The expenses for national programs are estimated as 6 billion UAH (221 million US dollars). 

Savings in the cost of medicines and medical supplies are making healthcare more affordable and 

will allow the treatment of more patients for the same budget. 

Professional procurement services provide a very high return on investment.  

Most CPB in the EU are financed through a fee to be paid by the clients at the moment they 

procure/call off under framework contracts and in some cases to be paid by the suppliers. The fee is 

usually in the range of 0,6% to 2%. In Italy the CPB is funded by the Ministry of Finance part lump sum 

and part performance based. 

Again all models can work. A fee for service model fits in theory more with a voluntary CPB and the 

budget funded model with a mandatory CPB. Ideally the funding model provides the right incentives and 

is (perceived) fair at the same time. Sometimes a fee for service model is seen as model that encourages 

a CPB to be customer oriented; at the same time the model is criticized as it does not incentivize the 

CPB to achieve the most cost effective contract. It is seen as a counterproductive incentive for the CPB 

and makes the CPB vulnerable for criticism.  

The services of the pilot CPB of MEDT were free of charge for the customers and financed by 

MEDT. The MOH Concept Note states that its implementation is carried out at the expense of 

charitable contributions and other sources not prohibited by law, and does not require the allocation of 

additional budget funds. 
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The MOH CPB will procure for the national programs therefore it is fair to finance the CPB out of 

the budget of these programs. Hence no additional budget is needed. In case organizations participate 

voluntary fee for service can be applied.  

●  Funding out of the MOH state budget: 

o The state as payer/insurer of the basic package could be the main beneficiary of the services 

of the CPB; 

o The CPB could contribute to the control of expenditure by the state on healthcare by 

establishing pricing and other terms/conditions.  

●  Funding out of budget of the national programs: 

o The national programs are benefitting from the services of the CPB; 

o The national programs can allocate budget to the CPB related to the size of their 

pharmaceutical budget. 

●  Funding out of the budget of participating contracting agencies: 

o Fee for services. 

●  Launch funding: 

o The Global Fund to Fight AIDS, Tuberculosis and Malaria; 

o The World Bank. 

The legal status of CPBs differs. Most of the time it takes the form of a public owned company with 

either the state or the regions or a combination of the shareholders. They normally have a not for profit 

nature. Other legal forms like a government agency are also observed and can work too, while the 

status as state owned company generally is considered to provide a bit more operating space for a CPB. 

However it still means they need to be in “good condition” to have sufficient funds to develop the 

organization and the services.  

Recommendations: 

●  Establishing a CPB will take time and investments upfront while the services and anticipated 

benefits cannot be enjoyed yet by contracting authorities. Therefore start up financing is 

required to set up the organization; 

●  Based on the procurement needs and allocated budgets of the participating contracting 

authorities the CPB should draft a multi-annual budget that can be financed pro-rata by the 

national programs and possibly the national health insurance (Italy can be taken as an example); 

●  The choice between a state owned company and a government agency, needs to be based on 

legal advice specific for the Ukrainian context. In general a state owned company is the more 

usual model.  

 

9. Risk mitigation plan 

 

9.1. CPB risk management 
 

Risk management in the CPB has the objective to ensure value for the taxpayer’s money and an 

uninterrupted supply of quality medicines and medical supplies. This is not coincidentally the same 

objective as the CPB has. The CPB is created to overcome the challenges and risks experienced in the 

public procurement for healthcare in Ukraine. Dealing with risks therefore has to be part of the DNA of 

the new CPB. 

Risk management requires a comprehensive and coherent approach from the CPB. The CPB has its 

own responsibility in this, but also has to work in close cooperation with other stakeholders including 

anti-corruption authorities and market regulators to create an environment that supports the CPB in 

achieving value for money. 

The most prominent risks experienced in Ukraine are: 

●  Corruption/collusion; 

●  Lack of professionalism in procurement function; 
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●  Lack of accountability in the procurement function; 

●  Healthcare market characteristics. 

Some of the risks like collusion (bid-rigging) are illegal under competition Law, some risks are illegal 

under anti-corruption law, like kick-back payments. But there are also risks that lead to suboptimal 

results of a procurement because of a lack of professionalism in the public procurement function and the 

characteristics of the pharmaceutical market.  

Each of these behaviors in itself impacts the outcome of procurement process negatively, at the 

same time they are interlinked. A professional procurement functions designs the procurement strategy 

taking into account the characteristics of the market and counters anti-competitive and corrupt 

practices. At the same time unprofessional practices enhance opportunities for collusion and corruption 

to take place. 

Mitigating these risks requires a coherent and sustained use of all legal, policy, strategy, 

organizational and operational means to raise awareness prevent or reduce occurrence and limit 

consequences, like:  

●  Anti-competition Law;  

●  Anti-corruption Law;  

●  Law on public procurement; 

●  Law on medicines: 

o Market regulation: entry, pharmacovigilance & quality, price regulation; 

o Healthcare policy, health system, coverage and reimbursement policies. 

●  Professional Procurement: 

o Mandate CPB; 

o Relation with other entities in MOH; 

o Relation with contracting authorities; 

o Organization, roles, responsibilities; 

o Healthcare market intelligence; 

o Procurement strategy and planning; 

o Procurement procedures; 

o Relation with suppliers. 

●  Code of ethics; 

●  Transparency. 

 

9.2. Corruption/collusion 
 

Corruption in healthcare is prevalent in all EU-member states16. Based on 86 cases/examples, 

literature review and stakeholder interviews the study concludes that corruption in the health sector 

occurs in all EU member states. The nature and the prevalence of corruption differ across the EU 

member States. The report distinguishes 5 types of corruption. Corruption in procurement is one of 

them. 

 

                                                
16 Study on Corruption in the Healthcare Sector 

HOME/2011/ISEC/PR/047-A2, October 2013 & updated report 2017 
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Most of the risks experienced in Ukraine are common risks in public healthcare procurement and 

not unique to Ukraine. Many of the 86 examples listed show similarities to the situation in Ukraine. The 

study defines the following forms of corruption and list of risk indicators. 

Types of corruption: 

●  Paying and receiving bribes; 

●  Paying and receiving kickbacks; 

●  Embezzlement (diversion of assets); 

●  Conflict of interest; 

●  Collusion in public procurement; 

●  Trading in influence; 

●  Revolving door policies; 

●  Regulatory (state) capture; 

●  Clientelism/favouritism/nepotism. 

Risk indicators for corruption: 

●  Lack of transparency & access to information; 

●  Weak control and audit mechanisms (internal/external); 

●  Limited or no civil society & participation; 

●  Beliefs, attitudes, social value system in society that tolerates corruption; 



Technical Report on options for acquisition of medicines for Ukraine 

32 

●  Policy, legal and regulatory framework: 

o There are no or weak special measures to prevent and detect corruption; 

o The government has no or a weak anti-corruption program in place; 

o Codes of Conduct/Codes of Ethics are non-existent or weak; 

o Inconsistent legislation, both within and between countries (loopholes). 

●  Human resource management 

o The salaries of healthcare providers are low and/or irregular; 

o Healthcare providers are not paid fee-for-service (salary based); 

o The number of public providers is relatively high. 

●  Economic factors: 

o There is scarcity of resources (healthcare professionals, drugs, medical devices);  

o Public spending on healthcare is relatively low; 

o Out of pocket payments are relatively high (i.e. patients pay for healthcare consumed); 

o The healthcare system is tax-based. 

●  Procurement and authorization of medical supplies: 

o There is a high level of decentralization; 

o There are most often a small number of providers participating in the procurement process; 

o Drugs are actively promoted to physicians; 

o Purchasing method (restricted tenders, quotation-based methods, direct ordering); 

o There are only a few providers of medical supplies (market power). 

The study concludes that fighting corruption requires a combination of effective generic anti-

corruption policies and practices (legislation, enforcement), policies and practices aimed at addressing 

fundamental health system weaknesses (managerial and financial), a general rejection of corruption by 

society (including a self-regulation by health sector actors), and specific anti-corruption in healthcare 

policies and practices. 

Several countries (e.g. Czech Republic, Croatia) have achieved some success in fighting corruption 

through a combination of anti-corruption and procurement policies and measures: prosecution of and 

conviction in some high profile corruption cases; procurement reform (centralized/unified procurement 

in combination with increased transparency). 

The UN procurement handbook elaborates more specifically on the procurement risks in 

healthcare. These risks occur in every stage of the procurement cycle from product selection, pre 

bidding, bidding, evaluation, to contract implementation. The Annex A gives an overview of the risks, 

possible consequence and practical mitigating actions than can be taken.  

Recommendations: 

●  Director and supervisory board responsibility: 

o This implies that risk management is a subject of strategic importance and must be a 

responsibility of the director and a priority for the supervisory board.  

●  Constructive stakeholder relations: 

o The CPB should take the lead in establishing open and constructive relations with those 

entities in particular with the MEDT as well as with the Anti-Monopoly Committee to 

ensure a good appeal procedure while preventing tender trolling.  

●  Alignment with other MOH actors/entities: 

o Alignment with other entities of the MOH that impact either the demand side (composition 

of basic package, composition of EML/clinical guidelines, contracting authorities, etc.) or the 

supply side (State Expert Center, State Service of Ukraine on Medicines and Narcotics, etc.). 

 

9.3. Professional procurement to manage risks 
 

Professional public procurement is the main tool a CPB has to manage risk. The risk mitigating 

actions in the UN procurement practitioner's handbook illustrate this.  
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Also the OECD guidelines on the prevention of bid rigging in public procurement illustrate this in a 

very practical manner. It lists common types of bid rigging, the market/product characteristics that are 

conducive for bid rigging, indicators that should raise awareness and good procurement practices that 

help to prevent collusion and ensure value for money for the taxpayer. Also the strengthening of public 

procurement through the use of e-procurement systems, increased transparency through open 

contracting as being implemented in Ukraine contribute to more robust procurement systems and 

fighting corruption. 

The recommendations below therefore focus on the creation and continuous development of a 

professional procurement organization. 

Recommendations: 

●  The CPB needs to invest in market intelligence capacity, including legal/IP-, economic/pricing- 

and clinical expertise to support sourcing and the development of procurement strategies and 

planning; 

●  The CPB needs to develop policies and SOPs in line with best public procurement practices; 

●  Develop contract monitoring capabilities to monitor supplier performance: 

o Including follow up (corrective actions and preventive actions (black list).   

●  Hold contracting authorities and procurement bodies accountable: 

o Obligatory reporting of all procurement transactions and prices.  

●  Develop procurement analytics to identify opportunities and risks: 

o Analysis of procurement transactions and prices. 

●  Become a learning organization with a thorough performance measurement and review function;  

●  The CPB needs to develop a Code of ethics for employees, contracting authorities and 

suppliers;  

●  The CPB needs to develop a whistleblower and complaint procedures. 

 

9.4. Specific Risks as identified by Anti-Corruption Action Center 
 

The Anti-Corruption Action Center has produced a number of reports about procurement of 

medicines in Ukraine. The last one is “Transparent/non transparent procurement of medicines in 2016”. 

Comparing procurements done by specialized international organizations with prior procurement of the 

MOH and with regional procurements by hospitals. The report paints a grim picture of overcharging, 

lack of competition and widespread corruption due to a lack of accountability. It further highlights the 

use of state institutions to interfere with procurement processes. Too many ways to influence the 

procurement process and too many people that want to profit. Since the outsourcing in 2015 of national 

procurement to specialized international organizations, the same problems shifted or more likely 

continued at regional level.  

The Anti-Corruption Action Center lists the following problems: 

1. Ukrainian distributors; 

2. Pressure from law enforcement bodies; 

3. Backroom arrangements between market actors;  

4. Blocking procurement by filing complaints with the Anti-Monopoly Committee of Ukraine; 

5. Corruption in procurement effectively eliminating competition; 

6. Lack of accountability of contracting authorities (public buyers). 

Again, most of these issues are not unique to Ukraine, but are present in other countries as well.    

 

9.4.1. Pharmaceutical market, role of distributors in Ukraine 
 

The pharmaceutical market in Ukraine is dominated by a small number of distributors. A number of 

those companies are not independent but are interlinked e.g. through shared ownership, hence are part 

of a bigger group. As a consequence the market at wholesaler/distributor level is far less competitive 
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than it looks on the outside. In essence it is like an oligopoly with only a few players. The challenge is 

further increased by the fact that each of the distributors has exclusive representation of a wide range of 

manufacturers. This actually implies that the competition between products is virtually non-existent. It is 

the distributor who is in control of a range of normally competing brands. This market structure leads 

to a lack of competition and overpricing. 

In most EU countries price controls are in place in pharmaceutical markets. Introduction of such 

price controls or even standard prices/benchmarks e.g. in Czech Republic reduces the risk of overpaying 

due to a lack of competition considerably17. Secondly in Czech Republic legislation that allowed 

“anonymous shareholders” was abolished as it facilitated corruption. Also the situation in the health 

sector in Slovakia resembles Ukraine18. E.g. Slovakia has implemented a national register of beneficial 

ownership of shell companies to reduce the risk of collusion between bidders. Increased awareness of 

corruption risks and professional procurement are however preconditions for this type of measures.  

Recommendations: 

●  In order to ensure competition the CPB should have the opportunity to deal directly with 

manufacturer/registration holder, including international manufacturers;   

●  A CPB needs to perform a thorough sourcing process. Including a market analysis to determine 

number of independent sources of a product in the market. If the number is small (<4), 

competition is not sufficient and an alternative procurement strategy need to be taken. E.g. 

international tendering in combination with fast track registration; 

●  Transparency and check of preferential ownership of suppliers to determine competitiveness of 

the market; 

●  Parallel import of medicines. EU legislation does allow parallel import; 

●  The exclusive distributor should not be the contract partner, but rather be rewarded for the 

service required and provided (e.g. import and delivery). The manufacturer needs to include 

those services in his/her price if requested. This can be achieved by selecting specific Incoterms 

for a tender. Consider e.g. to procure EXW or CIP, and arrange import with one of the logistics 

companies; 

●  Analysis of spend, consumption, prices and price differences to highlight “odd” transactions;  

●  Bringing spend of regional health authorities under control directly through pooling demand and 

contracting, indirectly through the use of framework contracts or catalogue buying. The risk of 

corruption increases with decentralized procurement as less clear distinctions between 

requester and buyer are in place and the number of suppliers is often limited. The use of 

framework contracts can eliminate this to a large extend. 

 

9.4.2. Pressure from law enforcement bodies  
 

Undue pressure from law enforcement bodies compromises procurement processes. The filing of 

criminal cases, pressure on customers/tender participants and seizure and unauthorized disclosing of 

confidential information have been reported in the past.  

State or regulatory capture (the use of state institutes to advance private interests) is not an issue 

that can be tackled by the CPB alone. This issue needs to be addressed by the MEDT and MOH, 

through the Cabinet of Ministers of Ukraine and institutional reform. Close cooperation with a MEDT is 

therefore of critical importance. 

As an example both Czech Republic and Croatia have made improvements in fighting corruption in 

healthcare through a combination of measures and policies. In both countries high profile corruption 

cases have been prosecuted and have resulted in convictions. This has a deterrent effect on corruption 

                                                
17 Study on Corruption in the Healthcare Sector, HOME/2011/ISEC/PR/047-A2 

, Ecorys, October 2013 
18 Monitoring transparency in healthcare sector 2012-2017, Slovakia Transparency International 
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and shows that fighting corruption is taken seriously. Fish starts rotting from the head, and that is also 

were fighting corruption needs to start.  

Recommendations: 

●  Establishing a constructive and open relation with law enforcement bodies and other institutions 

that can have impact on the CPB is also very important in this respect;   

●  Transparency, accountability and professionalism of the CPB are factors that can reduce the 

impact; 

●  The design of tenders and business processes of the CPB and the transparent execution are 

important safeguards for the CPB.  

 

9.4.3. Backroom arrangement between market actors 
 

The pharmaceutical market structure with limited competition is a risk factor for collusion between 

bidders. Aligning tender bids to ensure higher prices, allocation of markets can occur easily. See also the 

OECD guidelines on prevention of bid-rigging. 

Backroom arrangements are very much linked to the structure of the market as explained in first 

paragraph of this chapter. The limited number of distributors and the relations between them create an 

environment with a high risk of collusion. The report on corruption in the healthcare sector in the EU 

lists many examples from practically every EU member state. Especially vertical corruption, e.g. schemes 

to influence the inclusion of products in reimbursement list or essential medicine list and schemes to 

manipulate tender specifications to favor a specific supplier. Also horizontal collusion, cartels, have been 

investigated and fined in the EU. Several countries have prosecuted “pay to delay” deals in which one 

supplier pays off another supplier to prevent entry of a (generic) competitor product. Measures to 

mitigate the risk of backroom arrangements are similar to the ones described before.  

Recommendations: 

●  Ensure the transparency and integrity of the process of establishing the Essential Medicine List, 

including standardization of product specifications. Disclosure of conflict of interest, etc.;   

●  Develop strategies to enhance the competitiveness of the market (e.g. new entry→ fast tracking 

registration); 

●  Adjust the procurement strategies in case of limited competition (e.g. manufacturers instead of 

distributors);  

●  Cooperate with the Anti-Monopoly Committee of Ukraine in case of suspected bid-rigging; 

●  Procurement analytics, including patterns/trends to detect irregularities (using ProZorro and 

open contracting principles to increase transparency and monitoring of procurements); 

●  Prosecution of suspected cases of collusion. 

 
9.4.4. Blocking procurement through Anti-Monopoly Committee of Ukraine 

 

Filing complaints about the procurement process with the Anti-Monopoly Committee of Ukraine is 

a frequently used tactic to prevent the timely completion of tenders. After investigation the Anti-

Monopoly Committee of Ukraine often rejects the complaint. This tender trolling leads to supply chain 

disruptions and the need for emergency buys. 

The independence and integrity of the Anti-Monopoly Committee of Ukraine is an important 

safeguard for the integrity of the procurement process. As such the Anti-Monopoly Committee of 

Ukraine supports the work of the CPB. The misuse of the Anti-Monopoly Committee of Ukraine to 

block progress of tenders to the advantage of e.g. incumbent suppliers or resulting in emergency 

purchases is a problem acknowledged by the MEDT. MEDT is working on improved regulation to tackle 

this challenge. An important objective here should be that interruptions of the supply chain will be 

avoided.  
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At the same time a CPB can mitigate the risk of complaints through the Anti-Monopoly Committee 

of Ukraine through the development of clear procedures, standard specifications and the 

professionalism of the procurement process in general. This can lead to a reduction in the number of 

complaints and will support the Anti-Monopoly Committee of Ukraine in the (quick) evaluation of the 

validity of the complaints and the subsequent resolution. The CPB procedures should also ensure a 

timely procurement planning and execution of the procurement process (well ahead of actual needs) to 

ensure that delays do not immediately impact the continuity of the supply chain.  

The potential conflicting objectives of procurement entity and an anti-monopoly of competition 

authority is acknowledged e.g. in the Anti-Cartel Manual19 of the International Competition Network. 

Chapter 2 deals with the “Relationships between Competition Agencies and Public Procurement 

Bodies”. Close cooperation between both entities are encouraged as they can strengthen each other. 

The chapter lists examples of cooperation from many countries including EU countries. 

Recommendations: 

●  CPB can reduce the risk through sound procedural management, standardization of tender 

documents, standardization of catalogues and nomenclature;  

●  CPB need to establish a constructive and open relation with the Anti-Monopoly Committee of 

Ukraine; 

●  Long term procurement planning 

 

9.4.5. Price confidentiality 
 

Manufacturers often ask price confidentiality in exchange for lower prices. Manufacturers also prefer 

discounts and rebates over lower prices. While public procurement requires transparency and cannot 

handle discounts and rebates easily.  

Payers often feel obliged to participate in order to achieve the best results for themselves, while 

they probably would prefer to see the system to be transparent. The driver of the system is the desire 

of manufacturers to price differentiates in markets to maximize profits and incentivize sales. The secrecy 

strengthens the negotiation position of the manufacturer. 

The external reference price system is used by manufacturer to inflate prices for patients and 

payers. The acceptance of rebates and discounts in exchange for secrecy makes payers and buyers 

complicit; they maintain a system in exchange for some financial gains for themselves, while of course 

the same game is played in other countries.  

Except for pricing itself, transparency is also needed to increase cost awareness in the health system 

and to fight corruption. Transparency is essential to fight corruption. Hence the recommendation would 

always be to go for transparency first over discounts.   

 

                                                
19 Anti Cartel Manual, Chapter 2, Relationships between Competition Agencies and Public Procurement Bodies, 

International Competition Network, 2015 
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ANNEX A. RISK MATRIX UNITED NATIONS PROCUREMENT PRACTIONERS HANDBOOK 
 
Phase Risk Possible Consequences What to do 

Strategic 
organizational 
procurement 
analysis and 
planning 

Failure to secure ongoing 
supply critical to the 
organization. 

●  Failure to achieve key 
organizational results. 

●  Total costs of procurement too 
high. 

●  Analyse organization’s procurement 
portfolio, function & capability and 
undertake strategic procurement 
planning. 

Planning of a 
procurement 
activity 

Insufficient lead-time. ●  Inadequate supplier response. 

●  Higher prices. 

●  Involvement of procurement officers 
in project planning phase. 

Requirement 
definition 

Biased or restrictive 
specifications/ToR/SoW. 

●  Claims of unethical or unfair 
dealings. 

●  Inadequate supplier response. 

●  Use functional performance 
specifications. 

●  Apply relevant international standards 
where available. 

  Inadequate specification/ToR/ 
SoW. 

●  Significant variety in offers 
received. 

●  Insufficient responses. 

●  Offer of goods/services that do 
not meet needs. 

●  Difficulty in evaluating 
competing offers. 

●  Possibility that evaluation 

process may not stand up to 
audit scrutiny. 

●  Follow advice in the organization’s 
Procurement Manual. 

●  Be familiar with the requirements of 
the specification/ToR/SoW. 

●  Get training in writing 
specifications/ToR/SoW. 

●  Allow industry to preview 
requirements. 

●  Seek offers again and incur extra 
management effort. 

  Requisition splitting. ●  Claims of unethical or unfair 
behaviour. 

●  Inability to achieve economies 
of scale. 

●  Higher total cost of acquisition. 

●  Training requisitioners in 
procurement. 

●  Separation of functions to ensure 
possible breaches are identified and 
prevented. 

Sourcing Wrong approach to market. ●  Inadequate or inappropriate 
supplier response. 

●  Higher prices. 

●  Selection of inappropriate 
procurement method. 

●  Analyse supply markets. 

  Misrepresentation of facts by 
potential suppliers. 

●  Claims of unethical or unfair 
dealing. 

●  Breach of contract. 

●  Independently verify supplier 
qualifications. 

  Outdated information on 
potential suppliers. 

●  Inadequate supplier response. ●  Maintain supplier rosters. 

  Informal commitments to 
suppliers by requisitioners 

●  Claims of unethical or unfair 
dealing. 

●  Train requisitioners. 

●  Separation of functions. 

Selection of 

procurement 
strategy 

Delayed requisitions to 
create false emergencies. 

●  Claims of unethical or unfair 
dealings. 

●  Higher total cost of acquisition. 

●  Early involvement of procurement 
officers in project planning. 

●  Training of requisitioners 
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●  Seek justification of emergencies. 

●  When not justified follow regular 
procurement process. 

  Selection of inappropriate 
procurement strategy. 

●  Inadequate or inappropriate 
result. 

●  Not achieving best value. 

●  Agree on desired outcomes & 
objectives with client. 

●  Seek offers again and incur extra 
management effort. 

Preparation 
and issuance of 

solicitation 
documents 

Use of inappropriate 
evaluation criteria. 

●  Inadequate or inappropriate 
result. 

●  Not achieving best value. 

●  Consider implications of the 
evaluation criteria. 

●  Seek offers again and incur extra 
management effort. 

  Terms and conditions 
unacceptable to suppliers. 

●  Loading of costs in offers. 

●  Many qualifications to tenders. 

●  Too few bids. 

●  Check with the market. 

●  Develop commercially acceptable 

terms. 

●  Use standard conditions of contract. 

●  Check that responsibility for risks is 
not allocated to suppliers for factors 
outside their control. 

  Uncertainty among suppliers 
because of new and unusual 
conditions of contract. 

●  Loading of costs in offers. 

●  Disruption. 

●  Adverse impact on the 
organization’s professional 
recognition. 

●  Use standard conditions. 

●  Seek the legal office’s approval to 
conditions of contract. 

●  Allocate risks appropriately. 

  Provisions of inadequate 
information. 

●  Loading of costs in offers. 

●  Great variation in offers. 

●  Difficulty in clarifying and 

closing offers because of 
extensive requests from 
suppliers for clarification 

●  Ensure that staff is suitably trained. 

●  Review documents before issue. 

●  Know your market. 

  Actual or perceived 

favouritism in providing 
information. 

●  Supplier complaints. 

●  Political intervention. 

●  Withdrawal of offers. 

●  Implement standardized procedures 
for responding to inquiries. 

●  Advise all suppliers of all responses to 
inquiries received. 

Receipt and 
opening of 
offers 

Actual or perceived breach of 
confidentiality. 

●  Supplier complaints. 

●  Political intervention. 

●  Mistrust by suppliers. 

●  Establish formal security procedures. 

●  Perform regular security audits and 
reviews. 

●  Advise suppliers of security measures. 

●  Train staff. 

Evaluation Failure to observe effective 
evaluation procedures. 

●  Inconsistency in evaluation of 
offers. 

●  Potential for ethical dilemmas. 

●  Subjectivity in outcome of 
evaluations. 

●  Perform regular audits of procedures. 

●  Ensure that staff are suitably trained 
and experienced. 

  Failure of offers to meet ●  Need to re-tender. ●  Ensure that the specification is 
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needs. understandable. 

●  Know the marketplace. 

  Failure of evaluation to 

identify a clear winner, 
leading to selection on 
subjective grounds or new 
criteria. 

●  Claims of unethical or unfair 
behaviour. 

●  Ensure that selection criteria are 

appropriate, well defined, and 
measurable before tenders are called. 

  Selection of inappropriate 
supplier. 

●  Failure of supplier to fulfil 
contract. 

●  Perform financial and technical checks 

on suppliers before awarding the 
contract. 

●  Reject offers from unacceptable 
suppliers. 

●  Improve evaluation procedures. 

  Selection of inappropriate 
goods/services. 

●  Failure of the goods/services to 
meet the need. 

●  Ensure that users are involved with 
the evaluation. 

●  Improve technical evaluation 

procedures responsibility for handling 
in-confidence documents. 

  Insufficient number of 
responses. 

●  Need to start procurement 
again. 

●  Delays to procurement 
schedule. 

●  Poor value for money due to 
limited competition. 

●  Use a proven and recognised way to 
notify the suppliers of the 
requirement. 

●  Allow for sufficient time for suppliers 
to prepare offers. 

●  Consider publishing two to three-year 
forward estimates of major purchase 
budgets. 

  No response from known 
high-quality suppliers. 

●  Failure of offers to meet needs. 

●  Greater uncertainty about 
suppliers’ capabilities. 

●  Seek early industry participation. 

●  Know your market. 

●  Request tenders from selected 
suppliers. 

Procurement 
review and 
award 

Contract approval not 
obtained. 

●  Delays in contract award. ●  Ensure adherence throughout process 
to rules and procedures. 

●  Ensure adequate documentation of 
process. 

Contract 
finalization and 
issuance 

Masking, by apparent 
agreement, of different 
expectations of buyer and 
supplier. 

●  Contract disputes. 

●  Delivery delays. 

●  Possible cost variation. 

●  Define terms carefully. 

●  Record each party’s obligations. 

●  Clarify all ambiguities. before signing 
the contract 

●  Keep full and accurate documentation. 

  Deadlock on details of 
agreement. 

●  Delays in delivery. 

●  Need to restart the 
procurement. 

●  Increase in costs because of 
legal action. 

●  Investigate better ways of sharing 
risks. 

●  Distinguish between essential and 
non-essential goals and requirements 
for negotiations. 

  Undue concession to 
suppliers 

●  Reduction in value for money. 

●  Claims of unethical and unfair 

●  Negotiate on commercial terms. 

●  Ensure that negotiators are adequately 
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practices. 

●  Purchase of less suitable 
product. 

●  Inefficiency and misuse of 
resources. 

trained. 

  Failure to secure mandatory 
conditions. 

●  Inability to finalize contract. 

●  Delays in delivery. 

●  Possible variations in cost. 

●  Inefficiency and misuse of 
resources. 

●  Distinguish between essential 
requirements and others before 
negotiating. 

●  Consider variations in the contract. 

●  Refuse the offer. 

  Grossly unfair or onerous 
requirements on the supplier 
in the contract conditions. 

●  Contract disputes. 

●  Invalidity in the contract. 

●  Legal action. 

●  Poor working relationship with 
the supplier. 

●  Negotiate on commercial terms. 

●  Consider fairness and reasonableness 
of terms. 

●  Ensure that negotiators are adequately 
trained. 

  Failure to reflect the terms 
offered and agreed in the 
contract. 

●  Contract disputes. ●  Make a final check of the draft 
contract with the supplier. 

●  Keep records of all negotiations and 
agreements. 

  Inadvertently creating a 

contract without appropriate 
prior approval. 

●  Increased expense to negotiate 

out of the contract and paying 
damages. 

●  Committing other associated 
work before main contract 
exists or falls through. 

●  Ensure that staff is appropriately 
trained. 

●  Establish procedure to ensure that 
appropriate approval is obtained first. 

Contract 
management 

Variations in price and 
foreign exchange. 

●  Cost overruns. ●  Agree on prices and the basis of 
prices. 

●  Determine the basis and formula for 
calculating variations in the solicitation 
document. 

  Unwillingness of the supplier 
to accept the contract. 

●  Delays in delivery. 

●  Need to restart the 
procurement. 

●  Seek legal redress if non-acceptance 
causes loss. 

●  Negotiate the concerns of the 

supplier but ensure that the integrity 
of the contract remains. 

  Failure by either party to 
fulfill the conditions of the 
contract. 

●  Contract disputes. 

●  Failure or partial failure to 
satisfy the needs. 

●  Delays. 

●  Inability of anyone to work on 
the project or procurement. 

●  Legal action. 

●  Review Past Performance Record. 

●  Ensure proper contract management. 

●  Hold regular inspections and get 
progress reports. 

●  Ensure that all staff working on the 
project know the contract conditions 
and the buyer’s responsibilities. 

●  Establish appropriate record-keeping 
systems. 

●  Maintain accurate records and 
documentation. 
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Logistics Leaving the choice of the 

freight forwarder to the 
suppliers. 

●  Many different freight 

forwarders handling the 
organization’s transport of 
goods. 

●  No control over performance 

of freight forwarders in case of 
delays. 

●  Choosing the right Incoterm so that 

control of Freight Forwarder is under 
the control of the organization. 

●  Long Term Agreements with 
prequalified freight forwarders. 

  Shipping of certain goods 
without having the recipient 
government’s permit of 
importing these goods. 

●  Goods arrive at the country of 
destination but cannot enter. 

●  Recipient may be required to 
pay the cost of storage in the 

port and applicable liner charges 
until the permit / authorisation 
is issued. 

●  Cargo may deteriorate or go 

missing during this waiting 
period.   

●  Knowledge of which countries require 
which licenses for which goods. 

●  Request such licenses already in 
advance, i.e. as early as possible during 
the procurement process. 
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ANNEX B. EUROPEAN CENTRAL PURCHASING BODIES IN HEALTHCARE 
 

Sources: 

●  https://ec.europa.eu/growth/content/8945-innovative-public-procurement-can-lower-pressure-

health-budgets_en 

●  http://www.ehppa.com/Members 

 

1. France Innovation Partnership: Resah, a central purchasing body in France procuring on behalf of 

a number of 150 member hospitals and nursing homes, presented an example where they made 

use of the innovation partnership procedure to procure an IS system for telemedicine. It was 

stressed by Resah that the supply part of the contract should not have an overly long duration 

due to the fast advance of technological progress in innovative devices at reasonable cost. 

2. European procurement: Under the procurement platform HAPPI, coordinated by Resah and 

financially supported by the European Commission, 20 European healthcare organizations 

participate in the joint purchase of innovative products and services. So far, the partners 

developed and purchased over 150 innovative medical solutions with the help of their 

procurement strategy. It comprises of early market studies and communication of the tender to 

a multitude of companies including small and medium-sized enterprises (SMEs). The use of 

functional instead of technical specifications in the tender notices was crucial in this project. 

3. Germany: The German Purchasing Association EKK consisting of 75 municipal hospitals set up a 

professionalized procurement system which included defining common procurement needs, 

market analysis and defining quality criteria. Through the subsequent joint purchase of medical 

devices, the system enabled considerable savings for hospitals. 

4. Germany: EK-Unico GmbH is the purchasing community of 12 German University hospitals and 

with a purchasing volume of over 1.4 billion EUR is one of the leading purchasing groups in 

Germany. www.ek-unico.de 

5. Finland: In a similar way, the Finnish government plans to replace the individual procurement of 

medicines and medicinal products by hospitals with 18 new centralized regional purchasing 

bodies to achieve economies of scale. 

6. Norway: Sykehusinnkjøp HF is a public non-profit GPO, owned by the four Norwegian regional 

health authorities. The company was established in December 2015 after a decision by the 

regional health authorities to pool all procurement resources in the public hospital sector into 

one strategic procurement company responsible for procurement at the national, regional and 

local level. http://sykehusinnkjop.no 

7. Portugal: SPMS is a public enterprise created in 2010, functioning under the guardianship of the 

Ministries of Health and Finance. Its aim is to provide shared services – in the areas of 

purchasing and logistics, financial services, human resources, information and communications 

systems and technologies – to organizations operating specifically in the area of health, in order 

to “centralize, optimize and rationalize” the procurement of goods and services within the 

National Health Service (NHS). http://spms.min-saude.pt/ 

8. Slovenia: In Slovenia, the needs of hospitals are procured by a centralized purchasing body in the 

Ministry of Public Administration. It concludes two-year framework agreements for all hospitals 

with several bidders who comply with the selection criteria. 

9. Belgium: Mercurhosp 

http://mercurhosp.be/ 

10. UK: NHS Solutions 

http://www.commercialsolutions-sec.nhs.uk 

11. Switzerland: CAIB is a public non-profit central purchasing organization which was created by 

the University hospitals of Geneva and Lausanne. CAIB leads the purchase of all the necessary 

products and services for the hospitals including: pharmaceuticals, medical devices, biomedical 

https://ec.europa.eu/growth/content/8945-innovative-public-procurement-can-lower-pressure-health-budgets_en
https://ec.europa.eu/growth/content/8945-innovative-public-procurement-can-lower-pressure-health-budgets_en
http://www.ehppa.com/Members
http://sykehusinnkjop.no/
http://spms.min-saude.pt/
http://mercurhosp.be/
http://www.commercialsolutions-sec.nhs.uk/
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equipment and non-medical products. CAIB provides the supply chain for the university 

hospitals. 

12. Joint Procurement Instrument: So far, 24 EU countries participate in this joint procurement 

facility. Coordinated by the European Commission, the Joint Procurement Instrument facilitates 

the mass purchase of vaccines in cases of serious cross-border threats to health. The scheme 

allows more equitable access to pandemic vaccines, improves the security of supply, and offers 

more balanced and constant prices. 


