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Background

_/’\\[} Diocare Limited

BACKGROUND TO THE PRIME
VENDOR CONTRACT

< MSD unable to meet hospital
demand

»» Poor quality and counterfeit
products being bought

» High prices
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HE PRIME VENDOR CONTRAC
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Stock — more than 500 items

100% delivery within 10 or 21 days
Fixed prices for 12 months

All items subject to independent analysis
Lowest possible price

Non exclusive
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The Prime Vendor & P

Crown Agents and Diocare worked
previously together on a successful
project

We have the complimentary skills

Decided to partner and won the
contract in competition



C rOwn Ag e n tS _/[] Diocare Limited

Highly experienced international
procurement specialist of
pharmaceuticals and hospital supplies

Office In Tanzania since 1976
Registered Tanzanian company

Employs professional buyers; has its
own shipping and inspection
companies and its own bank
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Tanzanian manufacturer and stockists
of a range of pharmaceuticals

Have their own warehouses and
distribution systems

Have worked with MSD and Tanzanian
hospitals for many years

Understand the local and regional
market
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However, we immediately experienced
problems and were unable to supply all
the items on time

In addition we also experienced
significant quality problems



Situation Analysis LY o

Crown Agents

These problems arose because:

N/

< We underestimated the complexities of
contractual compliance and mobilisation

*  Order volumes did not attract suppliers
*  We experienced quality problems

»  Stock demand from the hospitals differed
substantially from forecast (on some items)

» The Crown Agents/Diocare relationship was
stretched

“ Imports were delayed by Pre Shipment
Inspection
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M E M S/ E L CT _/\[] Diocare Limited

Through this our customer,
MEMS/ELCT remained
supportive



Crown Agents

Supply Chain Enhancements L] ueun

The teething problems are being overcome by:

The appointment of a qualified project manager
Expanding the prime vendor resources

Managing our supplier relationships

Enhancing our partnership with all parties

Seeking to get true stock demand from the
hospitals



Lessons Learnt _AEY g

The PV concept is a good one, but is new to all
of us. Our experience has indicated .......

o Appropriate contractual terms are
essential

o All parties must work together

o Supplier relationships are critical

X Recognising that lessons will be learnt as
the contract progresses because in
practice it will be challenging
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Not going into the detail — the
Prime Vendor concept could be
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Future Actions - Process 7\ .-

HOSPITALS

1 2 3 4 5 6 7 8 9 10 11 12

A

4 WEEKS STOCK OF EACH SKU OR A MINIMUM OF ONE CASE

USAGE BY HOSPITAL RECORDED ON A WEEKLY BASIS
TRIGGER POINTS GENERATE REPLENISHMENT REQUEST TO CENTRE

8 WEEKS STOCK (+10%) OF EACH SKU OR A MINIMUM OF TWO CASES
FOR EACH HOSPITAL. EACH HOSPITAL TREATED AS A LOGICAL DEPARTMENT IN THE
INVENTORY SYSTEM

TOTAL PHYSICAL STOCKHOLDING + 10% FOR “JUST-IN-CASE”
IMPREST SYSTEM WITH MINIMUM STOCK TRIGGERS BASED ON
LEAD TIMES FOR PROCUREMENT REPLENISHMENT

S

PROCUREMENT FEEDS TO MAIN STOCK
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