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SEALTH SERVICE SUPPLY CUUNCLL

FUTUKE OBJECTIVES FOR THE SUPPLY FUNCTION IN THi Moo IN ENGLAND

The Secretary of State and RHA Chairmen have considered this
paper and endocrsed the Supply Council's objectives described
in it, which, if achieved, will lead to savings that will be
available for other patient care functions.

1. Introduction

1.1 ILn May 1981 the Supply Council issued 1its Circular
SCC(81)2 on the "Future Organisation of the Supply
fFunction in the NHS in England® in which it
detailed the roles, functions and responsibilities
relating to supplies for the new District fealth
Authorities ang the Regiconal Health Authorities.

During the succeeding two years, until July 1983,
negotiations between RuAs, DHAs and the Council
were carried out on the proposec management and
organisation structures that would best meet tne
Councll's IrecOmMmMEenaaticons.

1.7 Suppiy Council support has now been given Lo Loe
proposals maae DY all the fourteen Riaas. Tnas
suppoert, 1n every “Case, was based on the criteria
contained in paragraphs 10, 11 and 12 of SCC(81l}Z.

1.3 witn the completion of thils tirst phase ot
establishing the "Future Organisation®™ 1t 15 now
oppcortune to determine the priorities ana
strategles for the second phase development
ot "Future Objectives®™ that are essential for
co-ordinacing National actlon and, if appropriate,
for inclusion in Regional planning guidelines.

7. Responsipility for Effecting Improvements

2.1 Trne Supply Council

2.1.1 witnin its statutory remit the Councii's
task is to develop, in consultation with
Health Authorities, National policies that
will help make the best use of supplies
resources and contribute to the avoidance
Ol waste.




5.,1.2 the Council will progress and innovate
investigative and evaluative work on
products that srier tie best prospects for
achnieving cost benefits in tne Mid. Thos
wiil be done in partnersbap wilth Regronad
vealtn sulhoritics wilh wiom Cione
comtiunlcal 1ons wiil be establizhud. Phiee @
will be to avolia duplication oL wiforh 1b
the NdS anu to establilh monitorlng and
performance criteria Lor measuring
achievements aga:nsl the National policies
promulgated by the Council.
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2.1.3 Tne Councii will maintain close contact with
the DHSS on Government porocurement policy
and will advise Health Authorities on how
these alffect existing policies. 1t will

o pursue in conjuncticn with NHS prolessionals

4 i and the Scientific and Technical Branch ot

3 the DHSS tne further development Of
standarus; evaluation Ol equipment; product
approvals and guality assurance eLC.

5.1.& Close liaison and consultation with tne NnS
rrairsing Authority; tne whitley Councils;
the Computer Policy Committree; the 3teering
Group on-Health Services inrormation on aii
matiters appertalining Lo the supply

e function will also be maintained by Lne

%i Council.

= . .

& 2.1.5 fFuture Nat}onai objectives, such as

o contained in Lhls paper, will be submitted
: to the joint meeting between the Secretary

6f Stave and RraA Chairmen 1n accoraance with
the accountabillty obligations IOY Special
Health Authorities. 1L supportied, detailea
policies relative to tnese will be
poromulgated in Product Policy WNotes or by
Circulars.

2.7 Regional Healtn Authorities (RHAS)

ko

K 2.7.1 Communications

k& 1t is essential that communications and

i consultation betwesn the Supply Counc:ii ana
- all Healtn Authorities are speedy, etfective
% and reflect the urgencies that constantly

5 cccur and are common in the commercial and
%; industrial markets.
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5.2.2 wegional Supplies Committees {(HS5CS)

7o provide the mechanism for this
communication, each Rna should estaplish a
ksl Or eguivalent wnich will inciude, where
appropriate, representation ol Distrzct
Hoaloh Aauthorities (Lihs).

{r iz envisaged tnat such a Comwmirtten, GF
equlvalent, will operate with uelegatea
sutnorliy from the RHA in respect of 1ts
regional responsibllity for supplies
matters which are for direct communlcation
with the Supply Council.

1t will be for the RSC tec ensure tnat DHAS
provide input to 1ts wOrk winich will lead to
full co—operation ang commltment from taem
to the implementation of National anc
Regional supplies policlies.

5.2.3 The Regional Supplies Officers’ Role

viie Regional Supplies Ofticer (Rs0), as the
Sepior Ofticer responsible LO toe kih,
tnrougl: the Regional Acminisirator, for tne
oftectiveness of the [unctlon, will as a
meper oI tne National Supplies Lialson
Committee be the Lormal channel oI
communicalion between tae Regional Suppiies
Committee and the Supply Council,
particularly on tiae level oi CumaLLmeEnt in
hig Region to national and regicnal poliicies
rhat will be proposec and promulgated from
time to time.

3. perceived Snortcomings 1in tne NrS Suppliles Function

3.1 The supplies tunction in the NBS deals with
purchasing; contractlng; speciiying; storage;
distribution; orasring and consumption - all or
which are encompassed 1n the term "Procurement”.

3.2 A number of major common shortcomings in
procurement have been identified by £i1x previous
surveys over the past 25 years most or which still
exist although to a lesser degree than berore.
These are:-

a. The lack of management iniormaticn systemes.

b. Too much (duplicated) stock helid in too many
stores.

c. Uneconomic distribution and use of transport.




d. Excessive variety in specilications and
stanyards.

e. Too many small value orgers.

£, Too few fixed guantity contractis.

g. The need to employ better gualifiec supplies
statr.

The Supply Council agrees with these snortcomings
and 1n addition has identitfied cthers. The
following paragraphs set out the Council’s
objectives to deal with them. Within the national
framework Regional Health Authorities should set
targets for improving supplies services, These
will of necessity vary according to local
circumstances and should be agreed jointly between
the Supply Council and the Region concerned.

4. Objectives to deal with Perceived Shortcomings 1n

4.1

P supplies

The lack of management information systems

The Supply Council regards the need for improved
supplies inrormation asg a top priority for every
Health Authority. A supplies information system 1s
& management tool essential to the achlevement of
these future opjectives, It 1s convinceco that
better supplies informaticon will also lead to
savings in material costs, svafr, accommodation and
in the improvement of services to users and
consumers of supplies. The development of a
National Supplies Vocabulary (NSV) to provide the
NHS with a common supplies language and code for
all its procurement activities is integral to the
development of informatlon sSystems.

The sSupply Council's objective on this 1mportant
issue will be to ensure the continuation of
appropriate central funding tor the ongoing
development of a computer based supplies
information system {(S13) as recommended by Lnhe
Supplies Information Working Party and supported by
the Council in 1its Circular SCC(81)3. Tne Council
will issue another Circular on this which will set
out guidelines for Health Authorities to draw up
their proposals for the introduction of 51I5. It
will also promote the introduction of changes to
make the NSV system easier to maintaln and increase
its responsiveness to user needas.



% ihEe tarJgely Lo aChieve Uhls OLJellive wa i sewi -
= : a. witnin a period of two years:

515 to be avallable to run on computers using
the "PICK' operating svystem or the ICL VMe
operating system. Introduction of changes to
procedures for maintaining the NSV system
incluaing use of computers with on-llne &CCess
to intormation on the NSV, Agcption ol 5ls by
ali dealth Authoritles.

b. Within tilve years;

Acnieve universal application withuin the NHS ot
NSV coding conventions for identitying both
stock and non-3tock item transactions ana where
appropriate the use of the NSV code by
suppliers. '

4,7 Yoo much duplicated stock tielag 1a Lo0 many stores

Surveys comtissioned by the supply Councll and
those carried out by Reglonal Health Authoritles
have indicated that the NHS has too many smaill
stores all stockling similar items. A major
objective of the Council 1s the rationalisation of
the existing storage and distribution system.
Stock~holdings should be reviewed to ensure that
only thoce items are held i1n stores taat need to be
kept there, The &ouncil will promulgate policies
designea to secure for the NiS a flexible storage
and distribution system whici 1s adegquate [or its
stock-holding needs and which allows the Nods to
take advantage ot bulk purchasing contracts where
appropriate.

Targets to acnieve this objective wlill be:-
&, withln two years:

acliteve an lncrease in tne preseni rate ot
stock turnover to at least four time:s per annum.

pb. within five years:

establish a fully ceo-cordinated storage ana
distribution service by furtner rationalisation
oI tne Regional stores network.




Uneconomic aretribution and use€ of transport

gurveys show that unco-ordinated alstribution costs
for goods can be excessively high as a percentaye
51 ex-works prices. ‘Greater €cCoOnoOmiIes will toliow
with better storage and contracting. Regional
qealth Authorities will reguire to assess these
costs in therrs Reglons, particularly on goods
delivered direct, and to produce plans tor regucing
tnef.

Excessive variety in spec1t1cat10ns and standarads

Primary prloritles tor the Council ana Health
Authorities are 0O secure greater co-oraination ok
NHS puxchasinq by the use OL common standards and
Specitzcations.

The development and acceptance oOf standards and
performance speClilcations for products 1s a
pre-regulsite to more co-ordinated procurement.
Greater co-orainatlon O procurement enables
~ontracLs £oO be placed witn manutacturers for a
proguct that will allow for optimum yolume
production at lowest unit prices: it reguces
storage costs DY virtue ol variety reductlon;
better quallty assuraice procedures cai be imposed
and testiny cab pe carried oubl on manutacturers
products at na cost to the NHb. '

The sSupply Council 1s comnitted to the Government's
initiatives containea 1n 1iLs whitce Paper on
wsrandards, Quality and International Competxtiveness"
and will:~-

a. discourage the use of purely NHS specifications;
and

L. wlil nelp to devejop 1nscead British Standaras
suitable ror reterence 10 puplic Contracts.

This objective will pe actionea 1n coliaboration
with the Department's Scientific ana rechnical
granch and the British Standards Institute 1f
appropriate.

The Suppliy Council's target to achaeve this
objective will be:-

a. Witnin 2/3 years:

jdentify existing specifications and standards
most commonly acceptec 1n tne NHS and conrirm




their continued use by all Healih Auihorities.

b. Keview current work by any body deve loping

unique standards and re-assess thei. peea o L
ageveloped as British Stancdards toll “wina the
reaching ot agreement with British '« andards

Institute on the mode of operation.

¢c. Agree ruture roles tor the sScientityc andg
Tecnnical Branch and the British Stajsgards
Institute on standards; product appigvals:
accreditation; reglstration and ceri,fication
schemes as they relate to NHS suppiies.

Too many small value orders

Thousands ob small value ordéers are placad and in
S0Mme instances processing Costs exXCeed tihe yaiue of
goods Or services being ordzred. LaIge pumbers ot
orcers are often sent to one supplier i, 4 day or
waek Lrom the same nospital or Healtn Auzhority.

It is for Reglonal Suppiies Committees 1y gzssess
tnls shortcoming and to introuuce Operdl opal
policies that will stop tne practice,

The target to achieve Lhis oblective will pe:-
a. WwWitnin 1 vear':

lgenticy extent of praclice by sStat,._j1cal
analysuis.

b. Introduce new ordering procedures ang policies
tor departments in hospitals etc,

Too rew fixed guantity contracLs

Inis shortcoming has already been dealt with in
certain cases by the Council's Product Policy
Nctes. To aate no general poiicy has beepn made.
The "call-ori" type of "contract" has lLren the norm
for Health Authorities to negotiate and tgllow. In
essence this so-called "contract" 1s a ,,yrchasing
arrangement with no legal commitment oy o;ther
party to it. AS suppilers are aware ol the
position and cannot be sure o:¢ the volume of
business they might get, their prices rotlect this
and NHS Authorities do not, thereiore, yet jgll
value for the Lotal expenuilure made on the
prouuct. 1ln order to redress this sSituation a
primary objective must be tor dealth Auingrities to
negotiate fixed prices for fixed guantiiy or
exclusive contracts that are legalily binging.
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Substantial cost henefits wili accrue 1 this 13
done but it will reguite commitment from all
parties LO the contbract.

National pullcies crilanat lng Lrom toe Counct i will
invarlably reguire tlhiis commitment. Wiy LGl
Supplies Comnltiees will also necd to conslder Ll

on all thelr existing and Luture contracts.

The targets toO achieve this objective will be:=
a. Within one year:
where possible. re-negotliate existing
sarrangements® on a £irm price for guantity or
exclusivity and ensure commi tment by UsSErs; and
kb, Within two years:
211 ruture contracts to pe firm in price 1in
return tor commitments On gquantities and or

exclusivily.

Phe need Lo employ better gualillea suppiies stail

bn order 10 Lmprove on Nils suppliew performance
through change:s 16 the mode ob coutracting and
girstribution theve 13 urgent need for improvements
in the level ot protessxonai compeLence coupied
with an adequate career structure for Suppies
Officers. Regional Supplies Orficers must have a
responsibility for the training of all supplies
gtart in thelr Regions and should also advise OO
and contribute toO supplies related training for

P

other statf in the NHS.

The SupplLy Councii has initiatec¢ the process of
reviewing the pattern of training, deveiopment and
gualifaications recessary to suppert an adeguate
graaing and career structure for supplies staft.

Its future targets to meet objectives will be
directed at the need to revise all NHs 'in-house’
training CoOufses and the adoptlion of grade relatea
minimum gualificatcion reguirements 7 consultatiorn
with RHAs, the National Training Authority ana
whitley Councils.

Nationai co-ordinatlion of Procurement

Many ot the shortcomings jisted above are, as has
peen said, the results or fragmenteu use ot total
National supplies resources which, if better



co-orulnated, would provide cost benciits to all
dealth Authorities that could pe utilised tor

patient care.

fhe Council has selected 62 products on which
priority investigations and evaluations have been
initiated. All ot them have poterntial for
prouucing 5avings guickly anc a detalied schedule
listing each product and its cost reduction target
has been included in the Council®s Annual Report
for 1982/83 to the Secretary oi State which has
been circulated to all Health Authorities.

The Council will contlinue to develiop and
co-ordinate similar product assessments although in
future it will be looking to Realonal Supplies
Committees to undertake & share of the total
National programme of lnvestigative and evaluative
work which, after coming to guantifiable economic
assessments, will lead to recommendations being
made to the Council for the promulgation of
National policies.

5. Other Objectives

5.1

Apart rrow the shortcomlngs identibiea by previous
studies and the above objectives and targets st Lo
alleviate them, the Councii and RHAS wiil also nerag
to have regara to the igllowing oblectives.

improved Quality Assurance

The Supply Councll strongly supports the quality
assurance schemes developed by the DHSS to provide
users in the NHS with information about reliable
sources of suppliy. The Council will monitor the use
made 0l these schemes by the NHS and will promote
their extension in consultation with Regional
Supplies Committees.

pncouragement of a strong ana innovative U.K. dealth
Care Industry

Closer relationships between Healtn Authorities ang
thelr suppliers 1s essential to encourage a
strongly competitive and lnnovatlve atmosphere.

The Council will continue to seek to carry cut its
Iunctions in such a way as to encourage the U.K.
Health Care Industry to satisty the needs of the
NHS and to builld up a successiul export market.
This will involve close links being established
between the NdS and individual suppliers, traade
associations and with the British Healtn Care frade
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and Industiry Council. tt will also be neCcessary
for Regional Authorities as managers ol
multi-million pound contracts either LOF their own
Kegion Or On menhalf ot other Reglons Lo Lords
“partnershlpa“ with contractors to epsure etiective

performance of the contracts.

Measuring Progress

Tne Sunpiy Council's remit includes the
»iptroduction and continuous review Ol arrangements
to make the best use of NHS supply resources” and
it is intended that the procedure for doing s0 Must
be (etermined with rRegional Authorities in tue
immediate tuture. It will be necessary tor the
Council and regional Supplies Committees to jolntly
monltor progress being macde and to include results
in the Council's Annual Report to the Secretary of

state.

fhe Council will l1ssue a Policy Circular on this
after agreement ias been reached witn the Regional

puthorities.

29tn December 1983



