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When we started with Procurement for Impact (P4i) in 2013 
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Our objective was straightforward:  To Increase Access to Products   
By  fundamentally changing the way we work across the supply chain 

Earlier 
involvement 
and closer 

collaboration 
with 

manufacturers 

Improving our  
purchasing 

capability  and  
changing our  
contracting  

models 

Optimising the 
international  
supply chain  

to reduce cost 

Better planning &  
scheduling  to 

support 
continuity of 

supply 

Delivering more 
products at the 
right time and 
place to more 

people 

Sourcing moved  in-house with the procurement agents’ role re-defined 

http://www.manilatimes.net/national/2009/feb/21/yehey/top_stories/20090221top9.html
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Procurement transformation for health products 
P4i – Procurement for impact 

 Direct engagement with manufacturers 

 Improve disbursement 

 Leverage GF spend 

 Organization and Tools 

 Market Dynamics strengthening: 

 API and Formulation capability 

 Market and Supplier analysis 

 COGS capability 

 Private sector style strategy formulation 

and implementation 

Focus 

 Annual Spend through Pooled Procurement 

Mechanism/PPM: US$ 1.2 billion  

 Long term agreement with manufacturers 

underwritten with PPM volumes 

 Savings of US$ 340 million health products 

through global tenders on ACTs, bednets 

and ARVs 
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Performance achieved to date 



The opportunities and requirements for manufacturers 
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Feature Impact for Manufacturers 

Longer term contracts: 2 - 5 years Ability to make financial plans and 

optimize API sourcing and production 

efficiencies 

Financial volume commitments Risk mitigation 

A focus on total cost of ownership Viability of inward investment  

Search for value added services Opportunity for innovation and investment 

Key Quality Requirements 

• WHO PQ and/or SRA approvals 

• National registrations 

GMP and supporting administrative 

processes 



Our Methodology 
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A connected process to maximise value  

(which is not limited to purely to cost) 

UNDERSTAND DESIGN ENGAGE MANAGE 

Going to the real 

places, meet the 

stakeholders and 

understanding 

the facts. 

Defining a set of 

objectives based 

on findings and 

designing an 

approach to 

deliver them 

Designing 

tenders to meet 

our objectives 

Working with  

suppliers to drive 

continuous 

improvement 



ARVs: Spend Profile 
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• Increasing demand with increasing numbers on treatment 

 

• Pooled Procurement Mechanism = 50-55% Global Fund spend = 20-22% of the 

LMIC market       leverage but flexibility in supplier selection 

  

other national, 
bilateral & 

multilateral funds,  
$350 

Government of 
South Africa,  $250 

PEPFAR,  $400 

Global Fund,  $500 

Funding sources for ARVs in low and middle income countries, USD 
millions (2012)

2012 



Supplier Delivery Performance 
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96 

34% 

70 45 74 

25% 16% 26% 

On-Time 8-30 30-60  Over 60 

TEE and TLE 

64 

46% 

29 14 33 

21% 10% 24% 

On-Time 8-30 30-60  Over 60 

25% 50% 75% 100% 

AZT FDCs 

Supplier delivery performance has been poor 

Data source: PFSCM PPM data 2013-2014 



The new procurement approach was broad based and designed to 

address a range of objectives – it was not just about price 
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These objectives will result in a new 

form of supplier engagement   

• Shorter lead times 

• Improved delivery 

performance 

• Mitigate force majeure 

 

 

 Continued supply of all 

products through all stages 

of the lifecycle 

 De-risk API supply chain 

 Improved forecasting, 

payment and administrative 

processes 

 

 

 More affordable 1st and 2nd 

line regimens through 

leveraged volumes 

 Improved planning and 

longer term contracts 

 Use supplier expertise 

 Collaboration to protect 

reasonale margins  

 

Sustainable Supply 

Competitive Pricing and 

Affordability 

On-Time Delivery 

Quality and Regulatory 

 Longer shelf life 

 Broader country   

registration footprints 



The Product Strategy: Key Elements 
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1. The product strategy was based on  lifecycle 

management to drive affordability and 

availability. 

  

2. Initial volume commitments will be made out 

to the end of 2016 

 

2. New entrants will be encouraged by capping 

volume commitments in the early lifecycle 

stages. 

 

3. Suppliers will be encouraged to supply both 

high volume and low volume products by 

bundling contracts through the tender 

process 

 

 



A two track approach to supplier engagement 
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Following the tender process two types of contract were awarded. 

Approach  Profile Engagement Model 

Longer Term 

Shorter Term 

Type 1 

(Supplier Partnerships) 

 

Type 2 

Supply Contracts 

Allocated and Committed Volumes 

Annual joint business plans 

Allocated and Committted Volumes 

 



The Tender Process 
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3 

Tender Preparation 

2 rounds  of  
Q+A 

Tender Evaluation and Product Allocation 

Initial 

Commercial  

Evaluation 

 

 

 

Selection for 

 Stage 2 

 Workshop 

Participation  

Schedule 
B1 

Commercial 
and 

Technical 

Schedule 

B2 

RFI 

Schedule 

B3 

RoadMap 
Evaluated 

Collaborative 

Workshops 

 

and BAFO 

Final  

Evaluation 

Volume 

Allocation 

Stage 1 Stage 2 

Type 2 Contracts 

Type 1 Contracts 

BAFO 

This is what the suppliers have submitted 
(B3 may be in different formats. 

July Sept Oct Dec 



Weighting criteria  

To achieve a complex range of objectives a number of criteria were evaluated 

– schematically and illustratively: 

The overall weighting comprised   

• 46 % price criteria  

• 54 % other technical & value elements 

Commercial and 

Technical 

Initial Sales Price 
(Best And Final Offer) 

Technical Critiera 

(Sustainability) 

Shelf Life 

API Security 

Delivery 

Performance 

Segment 

Coverage 

Collaborative 

Workshops 

Potential Value 

(Price Targets) 

Ability and 

Approach 

Commitment   

Derived from Derived from 

Derived from 

…including… 



Key outcomes 

The long term collaborative agreements will support continuous supply through 

improved lead times and better delivery performance  

Supply risks mitigated with multiple awardees per product and diversification of 

API sources 

Proposals received for improvements to the supply of paediatric products 

Cost reductions for optimal 1st & 2nd line regimens for adults & children: 

immediate and further reductions over time 

The new approach will drive further improvements through the deployment of 

objectivized annual business plans 

Vendor managed inventory linked to commitments a viable solution to respond to 

stock-outs across Global Fund portfolio  

Delivers Global Fund’s Market Shaping Strategy through underpinning long term 

sustainability both at a product and market level. 



THANK YOU 
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WHO UNAIDS Annual Meeting with Pharmaceutical Stakeholders 

20 March 2015 
Geneva 
 



HISTORY: disbursement distribution since 2002: USD 26.2 billion 

Sub-
Saharan 

Africa 
59% 

Asia 
23% 

EECA 
8% 

LAC 
6% 

MENA 
4% 

HIV/AIDS 
56% 

Malaria 
34% 

Tuberculosis 
7% 

Systems 
Strengthening 

2% 

HIV/TB 
1% 

Largest HIV disbursements 

Ethiopia $1,013.7M 

Tanzania $717.0M 

Rwanda $663.5M 

Zambia $636.2M 

Malawi $545.9M 







• USD 12 billion was pledged in the last replenishment for 2014-2016 

 

• Between 2014 and 2016 the spend to combat the three target diseases will 

be USD14.6 billion 

 

 ….including USD 7.8 billion for HIV across 105 countries 

 

…which based on historical trends, translates into a spend of at least 

USD 3.4 billion on medicines and health products 

 

 

 

 

• Formal replenishment preparation for 2017 -2019 begins December 2015   

 

2014-2016 

2017-2019 



USD 4.6 billion still to be reviewed under the New Funding Model 

through 2015 



Increasing spend with increasing numbers on treatment 
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THANK YOU 


