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Abstract

The article points out the new challenges of collaborative procurement in the healthcare
sector. The research focuses on the optimization of healthcare purchasing through the
reduction of costs without any prejudice to the quality of healthcare performances, but also
assuring rationalization and innovation. Moreover, the importance of collaborative
procurement is particularly evident considering the ensuing valorization of the diverse
professional skills and their use of strategic purchasing power in their relationships with
economic operators.

Article

Purchasing aggregation and the professionalization in the public procurement field
have become two of the most important challenges for public purchasers and for procuring
authorities in general and particularly in the healthcare sector®.

The importance of the public procurement is indeed evident to-date. It is worth
mentioning that the procurement market can reach approximately 15% of EU’s GDP and
account up to 20% of developing countries’ GDP?. Such considerable percentage determines
a strong purchasing power that can be driven towards innovation and the creation of value.

Nonetheless, an overall vision of public organization strategic power is still missing,
probably as a widespread fragmentation of procuring entities is still present. This is often an
obstacle to a complete and comprehensive vision of the possible strategies of public
procuring policies. Thus, the promotion of every form of collaborative procurement so as to
obtain instruments to steer the uses of such considerable resources is of the utmost
importance®.

In general terms, every government, local authority and public organisation, utility
and agency at any level is endowed with contractual autonomy and can purchase according
to international, European and national rules depending on the case, pursuing the goal of
obtaining the best value for money*. However, the demand of reducing public expenditure,
even as a result of the economic crisis, as well as the goal of the European Union to increase
competition in the public market can improve the value of any form of collaborative
procurement and of professionalization, thus achieving a wider and more comprehensive
vision of the different market conditions and characteristics.

Nevertheless, in order to create an Internal Market, the European legislator set
common rules for the Member States referring to the principles and procedures of public



contracts awarding®. An effective internal market in the supply and services sectors has to be
accomplished yet, in the healthcare sector too. Healthcare purchasing is surely a strategic
sector in the area of public procurement. The reduction of resources seems to require the
development of public procurement policies in order to maintain a high level of protection
(as to the healthcare performances), taking into account the new costs associated to the
evolution of medical science, too. In fact, collaborative procurement optimizes public
purchasing, especially, but not only, thanks to the economy of scale it achieves.

Purchasing aggregation entails reduction of costs and consequently may facilitate the
achievement of such goals becoming creator of value. These costs concern on the one hand
the prices of goods and services - for each unit - and, on the other hand, the awarding phase
of public procurement (including human resources savings, both in terms of time and
money). The large volumes purchased determine a higher purchasing power by assuring the
effectiveness of the public action and by acquiring health care products (drugs, equipments,
medical devices) and services at better market conditions and at the best value for money.
Furthermore, public bodies may enjoy the benefits arising from the reduction of costs and
time related to autonomous award procedures (according to a rough calculation the cost of
an autonomous award procedure can reach 20,000 €). Moreover, purchases aggregation
entails the reduction of human resources involved in the award procedures thus allowing -
with a view to improving the control of the performance phase - their assignment to the task
of monitoring contracts performance and possible infringements®.

Purchases aggregation is not only an instrument to reduce costs, as it can drive
innovation, by promoting competition between economic operators. Indeed, collaborative
procurement does not harm the development of competition, as it has been claimed, rather
being an instrument that helps to improve its value ensuring a competitive quality level.
Regulatory rules at European level have been introduced in 2004, so as to rationalize public
procurement, providing a European definition of Central Purchasing Bodies’. In fact, it has
been considered that those techniques can help increase competition and streamline public
purchasing in view of the large volumes purchased by these organizations. Obviously,
collaborative procurement affects the role played by the contracting authorities , as long as
an aggregated awarded procedure differs greatly from an autonomous one. In other words,
the purchaser is not a person acting individually anymore, since, to the contrary, he is part of
a team of several people with different professional skills (technical, methodological,
economic, legal, engineering etc.). Those skills are often out of reach for most contracting
authorities within the healthcare sector and require the implementation of forms of
aggregation?®,

In this context, an organization such as a central purchasing body can enhance these
skills and implement some new purchasing techniques such as those defined by the 2004
European Directives (framework agreements®, electronic auctions, dynamic purchasing
systems), with the aim of managing better the coordination of public demand, by referring to
more complex award procedures.

Moreover, in the most evolved legal systems, central purchasing bodies conduct
extensive studies in the relevant markets that the purchasers cannot carry out on their own.
The knowledge of the market structure enables the outlining of suitable procurement
procedures, in order to fill the gap of common standards to ensure the monitoring of the
exact performances, to define more precisely the sum of lots included in the procuring
procedures or to identify the best moment to launch a new award procedure or a framework
agreement!®. This seems to ensure the expansion and the strengthening of competition and it
helps promote the entry of new firms (new economic operators) on the market (also SMES).



With regard to this latter aspect, we may recall that the «Small Business Act Europe»
improves the activity of SMEs in accordance with the principle «Think Small First»'%. This
does not mean that the award procedures should remain below the European threshold, but,
on the contrary, it entails the creation of award procedures with lots that are territorially and
quantitatively adapted to the system of the providers, by identifying the territorial level that
is optimal for the aggregation and by ensuring the participation of more innovative SMEs,
even from abroad®?.

The optimal level for collaborative procurement in the healthcare sector is normally
identified by the kind of goods and services needed. Therefore it may be at a local, regional,
national level and, under a more innovative perspective, at a European level. Indeed,
geographic regroupings can be identified aiming at federating hospitals that operate on the
same territory, as well as regroupings set by nature of the organization (because of the
homogeneous characteristics they present). This does not exclude forms of centralization
based on the creation of networks in which each organization can specialize itself in order to
purchase certain categories of specific goods and services, even on behalf of others (one for
drugs, the others for consumable medical devices).

The implementation of policies of collaborative procurement can not only contribute
to the increase of the purchasing power of public bodies, but also to the improvement of the
quality of public expenditure. More specifically, the proper use of the public demand can
drive the relevant market to a change in order to positively orient the choices of the
enterprises, thus rising social and environmental standards and achieving a better and more
sustainable quality of life for citizens®®.

However, it can be pointed out, that, on one hand, the percentages of aggregated

purchases are different from State to State and, on the other hand, that physicians'
preferences can -at times- make such aggregation more difficult, especially with regard to
those operator-dependent products (i.e. any kind of medical device)!*. Nevertheless, even
the latter hypothesis does not exclude centralization, as the possibility of collecting data and
cataloguing suppliers, also by means of more complex framework agreements with more
economic operators can be considered, by involving doctors too in the definition of the
technical specifications.
The prospect aimed at pooling public purchases could be developed through the creation of
a network of European purchasers, composed by Central Purchasing Bodies or Professional
Buying Organizations. Thus, the evaluation of benchmarks comparing the prices of
equivalent products (or services) becomes a foreseeable possibility, in order to set shared
contractual terms designed for the promotion of a true European competition.

Indeed, if the European Union pursues the goal of the achievement of a internal
market, it should be noticed that the public demand still results highly fragmented compared
to the offer of companies, which seems to be more structured. For example, referring to the
health products market sometimes and for certain categories of products only few suppliers
(even on a worldwide level), who organized themselves by creating supply chains in order to
meet the public demand, can be identified. Moreover, in a few years the computerization
(and the data filing system) of these complex procedures will be complete. It will radically
change the possibilities of comparing services and prices obtained, as well as the possibility
to set benchmarks. To-date for example, in Italy, the costs of medical devices are extremely
different depending on the hospital, even in the same area. Thus, the Ministry of Health
encouraged centralization of purchases by means of a government bill aimed at creating a
database of medical devices, in order to control consumption and expenditure of products.



Computerization seems to ensure transparency and controls on the quality of goods
and services®™. This control will not only be performed on the award procedure. Its scope
will include the control of the quality of health care provided by doctors in relation to
quality and the quantity of devices and treatments provided. In this context, the role of
central purchasing bodies could really become strategic since the exchange of information -
supported by electronic tools - seems to allow for a coordination to develop common
contract terms which may, in turn, lead to a truly internal market in which the best hospital
purchasing practices could be identified and innovative solutions could be developed?®.

The development of standard contract models (with reference to different categories
of purchase), and of uniform contract terms including reference to the execution phase of
contracts and payments can promote the participation of a higher number of companies.

By way of example, in Italy it was noted that the payment terms for health providers
can reach almost 800 days. This situation surely discourages participation in public
procurement. From this perspective it would be, in the European area, take the forms of
experimentation and fruitful cooperation with a view to comparing contractual conditions,
achieving coordination of procedures, defining models of typical contracts, and perhaps,
initiating joint award procedures!’. This cooperation could achieve the definition of a draft
European Directive proposed by public purchasers (not by the high European institutions)
who can define models of uniform contracts, defining all aspects, from award procedures to
the execution of the contract. This perspective seems to contribute to the development of an
effective competition among European suppliers. Such competition should improve the
quality of healthcare performances in the public interest and collaborative procurement
could really become creator of value'®.
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