
A decision-making resource for 
ministries of health and other 
public health supply chain 
affiliated organisations who are 
considering outsourcing as an 
option to improve supply chain 
performance.

This toolkit is a repository of outsourcing guides including tools, practices, and processes 
to optimise both decision-making and implementation. The toolkit is sourced from 
public- and private- sector experiences and initiatives across Africa, as well as good 
practices identified from around the world. 

In the Outsourcing Toolkit you will learn:
• How to approach outsourcing as an offering that improves healthcare service provision 
• How outsourcing is applied based on its demonstrated benefits across a portfolio of countries
• How to establish the purpose of an outsourcing initiative, the roles and responsibilities for execution, as 

well as performance expectations 
• How to develop an investment case by reviewing the costs and benefits of outsourcing compared to using 

in-house capabilities
• How to conduct a rigorous vendor evaluation and selection process 
• How to develop an approach for managing organisational transitioning that includes strategic and 

operational risk mitigation strategies
• How to ensure appropriate levels of management oversight through monitoring risk and performance 

against expectations
• How to use the Outsourcing Toolkit and Framework to achieve the above

What is Outsourcing? 

Outsourcing involves hiring a party outside an organisation to perform services and create goods that 
traditionally were performed in-house by the organisation’s own employees and staff. Outsourcing in the 
supply chain is a process of moving a segment, or segments, of the supply chain from within the organisation 
to an outside supplier. Examples of supply chain segments that can be transitioned to outside suppliers include 
production, procurement, warehousing, distribution, transport, etc. 

When managed optimally, supply chain outsourcing is a value-enhancing activity assisting an organisation to 
focus on core competencies and to deliver increased customer value. Outsourcing provides access to facilities, 
knowledge, and capabilities that were initially inaccessible or unaffordable, and the chance to leverage 
these resources. Typically, skills and expertise considered non-essential focus areas of the organisation are 
outsourced. Outsourcing can reduce financial and labour costs by lowering necessary investment in property, 
equipment, assets, and vehicles for segments such as transportation, warehousing, and network systems.
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Why have an outsourcing toolkit?

The toolkit is a guide and reference document that supports a ministry of health and other public health 
supply chain organisations to improve supply chain performance through outsourcing. The toolkit identifies 
approaches and experiences that can positively impact healthcare delivery and improve the performance of 
country supply chains. It provides steps, processes, practices and tools for those at various stages of their 
outsourcing journey.

Who should use this toolkit?

This toolkit was created for use by government departments and partners. If you are in senior management 
at a ministry of health, central medical stores, logistics agency or in the procurement, finance and treasury 
department you will find this toolkit valuable. It is also applicable to implementing partners or donors.

How to use this toolkit?

We suggest that you go through the toolkit in the order it has been created. Start with Process Steps and move 
to Enabler Tools. The easiest way to navigate is to use the forward and back arrows on each page. If you are 
coming back after working through everything or are only curious about one or two areas, you can navigate to 
the section that is most applicable to you using the navigation bar at the top of the page. 

For specific guidelines on how the outsourcing toolkit is designed, see the Framework page.

Who developed this toolkit?

The Outsourcing Toolkit (OSTK) project was launched in May 2020 by Africa Resource Centre (ARC) with 
support from the United States Agency for International Development (USAID), the Global Fund to Fight Aids, 
Tuberculosis and Malaria, and the Bill & Melinda Gates Foundation. Development of version 1.0 received inputs 
from stakeholders across the Democratic Republic of the Congo, Kenya, Mozambique, Uganda, and Zambia. 
More than 50 interviews took place over 14 weeks with key stakeholders from the public sector, donor partners, 
implementing partners, and the private sector. Stakeholders shared inputs, examples, and case studies from 
their outsourcing experiences to shape the OSTK.

Please see the acknowledgements page for a complete list of contributors to this toolkit.



About the Outsourcing 
Toolkit framework

The process steps, enabler tools 
and tool guides are hosted in a 
simple framework for structure   
and ease of reference.

In this chapter you will learn:

• The Outsourcing Toolkit framework
• Four sequential Process Steps that build on each other to result in successful outsourcing
• How to use the four Enabler Tools that support the delivery of the process steps
• How to navigate the framework and Outsourcing Toolkit
• Hints and tips for navigating the Outsourcing Toolkit and website

The Outsourcing Toolkit frameworkThe Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Understanding the framework
The outsourcing toolkit is composed of four process steps and four cross-cutting enabler tools. The toolkit 
framework demonstrates the sequence of the Process Steps, supported by the Enabler Tools.

What is a Process Step?
The Process Steps constitute the end-to-end process of outsourcing from assessing, evaluating, contracting, to 
implementing. These sections are the sequential steps to the outsourcing process and contain guide, tools and 
guidelines to inform and guide decision making in the outsourcing context. The Process Steps form the pillars 
of the Outsourcing Toolkit.



What is an Enabler Tool?
The enabler tools are the foundational supporting blocks to the outsourcing toolkit. They cover the supporting 
Policy, Advocacy and Governance, People and Technology tools and guides used to enhance and assist the 
Process Steps. The Enabler Tools are cross-cutting and can be used throughout the Outsourcing Toolkit.

How is the outsourcing framework composed?
The Outsourcing Toolkit Framework shows the structural relationship between the Process Steps and Enabler 
Tools. The sequence of Process Steps is supported by the Enabler Tools. Using a ‘house’ analogy, the process 
steps are the ‘pillars’ of the house and the Enabler Tools are the ‘foundations’ supporting the house for 
outsourcing.

How do I navigate this toolkit? 

The framework is a guide to help move from a review to successful implementation for outsourcing. The 
framework takes you through three phases:

Review

The Process Steps 1 – Assess 
– and 2 – Evaluate – define the 
‘What’ activities for outsourcing: 

• What is the current 
healthcare supply chain 
structure and level of 
performance?

• What problem or 
opportunity could be 
addressed by outsourcing?

• What functional area 
provides an opportunity for 
participation?

• What choices need to 
be made to build the 
investment case? 

Expected outcomes

The Process Steps 3 – Contract 
– and 4 – Implement – define 
the ‘How’ activities for 
outsourcing. How to:

• On-board key internal 
stakeholders

• Brief and develop a request 
for proposal (RFP)

• Conduct effective vendor 
evaluations

• Craft and develop the 
contract

• Manage the transition to a 
vendor successfully

• Effectively implement key 
performance indicators 
(KPI’s) and performance 
metrics 

• Implement appropriate 
management and oversight 
processes and structures

Support for the process

• The Enabler Tools support 
the entire outsourcing 
process. 

• Throughout the toolkit, the 
Enabler Tools support the 
Process Steps. 

• Connections between 
the Process Steps and 
their supporting Enabler 
Tools are shown in each 
introductory page. 

• The Enabler Tools enhance, 
strengthen and bolster the 
delivery of each Process 
Step.

Hints and tips
Where do I start?

Start with Process Step 1, Assess. You can skip Assess and go to Evaluate if a well-documented supply chain 
assessment has been completed in the last two years or if there’s a well-established understanding of why and 
what the organisation wants to outsource.

There are relevant tools, guides, processes, examples within the Process Steps and/or Enabler Tool sections 
For completeness, we suggest studying the Enabler Tools and/or associated Process Steps that pre-sequence, 
follow or connect with that section.

For a complete list of the guidelines, tools, process and practices included in the Process Steps and Enabler 
Tools see the Tool Index.



Introduction to 
Process Steps
The Process Steps constitute the end-
to-end process of outsourcing from 
assessing, evaluating, contracting, to 
implementing.

As you work through these Process Steps, you will learn:

• How to conduct an in-country supply chain assessment to assess outsourcing potential to improve supply 
chain performance

• How to evaluate outsourcing possibilities using vendor assessment tools, financial and performance 
analysis to support decision-making

• How to use rigorous processes to select a suitable vendor, negotiate a win-win contract, and define the 
management oversight structures

• How to successfully transitioning of the organisation to an outsourced partner and implement performance 
management and governance procedures
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There are four Process Steps. Each Step builds on the one before it.The Outsourcing Toolkit
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About the Process Steps

The Process Steps form the pillars of the Outsourcing Toolkit framework. The four Steps constitute the end-to-
end process of outsourcing from assessing, evaluating, contracting to implementing. These are the sequential 
steps to the outsourcing process. As you work through each Process Step you will find guides, tools and 
guidelines to inform and guide the decision-making process.

Process Steps 1 and 2 define the ‘What’ Tools for outsourcing: 
• What is the current healthcare supply chain structure and level of performance?
• What problem or opportunity could be addressed by outsourcing? 
• What functional area provides an opportunity for participation?
• What choices need to be made to build the investment case?



Process Steps 3 and 4 define the ‘How’ Tools for outsourcing:
• How to on-board key internal stakeholders
• How a brief and RFP should be developed
• How to conduct effective vendor evaluations
• How to craft and develop the contract
• How to manage the transition to a vendor successfully
• How to effectively implement KPIs and performance metrics
• How to implement appropriate management and oversight processes and structures

Key questions each Process Step is answering

Each Process Step has been designed to answer a common question about outsourcing and help you find a 
solution that results in successful outsourcing. As you read through the questions note ones you need answers 
on and the Process Step where you will find the solution.

1. Assess
• Why outsource?
• What are the 

benefits of 
outsourcing? 

• What current 
performance levels 
exist?

• What assessment 
tools exist to support 
identification of 
opportunities and 
decision-making for 
outsourcing?

2. Evaluate
• What is the 

investment case for 
outsourcing (or not)?

• What are core versus 
non-core functions?

• If a decision is made 
to outsource, how 
can third-parties be 
benchmarked and 
reviewed?

3. Contract
• What are the critical 

steps required for 
contracting the right 
vendor? 

• What are best 
practices for 
developing win-
win contracts 
with outsourcing 
partners?

4. Implement
• What tools 

can assist to 
effectively manage 
the transition 
to outsourced 
partners?

• What procedures 
exist to accurately 
and successfully 
monitor the 
performance of 
third-party logistics 
(3PLs) providers?



Introduction to 
Access
This first Process Step, Assess, will help 
you conduct a review of current supply 
chain performance in order to identify 
potential functional areas that could be 
outsourced

In Assess you will learn

• How to prioritise and analyse KPIs
• Which supply chain assessment option is appropriate for your purposes
• What tools and technology are available to assist you with your assessment
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Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

A supply chain assessment aims to provide a qualitative and quantitative 
perspective of supply chain performance. 

This first step, Assess reinforces the importance of overarching KPI development and analysis techniques to 
inform whether an outsourcing opportunity exists or whether further analysis is needed. 

There are three options for supply chain assessment that you will learn about. The first, refresh, is the option to 
update a previous assessment. The second is a light review which involves a self-assessment and basic supply 
chain mapping. 

The third option is a comprehensive self-assessment or deep dive of the entire supply chain. The option you 
choose will depend on whether an assessment has recently been conducted, the availability of resources, costs 
and timeframe expectations.

Finally, you will learn what tools and technology is available to assist you with your assessment.

To complete the Assess Step you will need to:

Prioritise and 
analyse KPIs

Select a supply 
chain assessment 
approach

Identify supporting 
tools and 
technologies



Assess will help you to determine:
• The level of assessment required
• Whether an outsourcing opportunity exists
• Who needs to agree
• How long the process will take
• Whether more analysis needed? 
• What product considerations (e.g. cold-chain), data collection methods and assessment benefits and costs 

are needed

During Assess you will undertake the following activities:
• Identify stakeholders  
• Determine which level of assessment is needed
• Collect data to prepare for the relevant work-stream
• Set up workshop sessions
• Review assessment options and benefits   
• Prepare a mandate for the assessment 
• Conduct the analysis 

To conduct the Assess Step you will need to form a cross-functional 
project team.

Suggested team design:

Department or skillset

YES Chief Planning O�cer

Procurement NO N/A

Finance YES Senior Finance O�cer

Logistics Agency YES Director of the Central
Medical Store

Conducts data collection, collates existing
assessments, prioritise KPIs

Logistics: Functional Supply
Chain

YES Functional activity specialist Supports head of Logistics Agency in respect to
functional needs

Provincial Logistics Agency Dependent on approach Provincial Health O�cer Supports head of Logistics Agency in respect to
geographic needs

Local Logistics Agency Dependent on approach District Health O�cer Supports head of Logistics Agency in respect to
geographic needs

Enabler Departments - Legal,
Human Resources, Technology

Human Resources

Technology

Legal Counsel
Human Resource Director
IT Director

Assesses impact of pr ospective outsourcing
change to organisation

Required for Process Step
(Yes / No) Typical role Requisite responsibilities

Policy and Planning

Chief Procurement O�cer

Ability to analyse procurement policy position 
towards outsourcing

Determines budget, resources to support proposed 
assessment

Pre-assesses technology gaps and opportunities for 
outsourcing

At the end of the Assess Step you will have:

• Clarity about which parts of the supply chain are underperforming 
• Clarity about which parts of the supply chain might become bottlenecks to achieving goals
• Consensus to investigate potential outsourcing options further
• A baseline dataset as input to the outsourcing investment case in the next Process Step, Evaluate



Assess is connected to the following Enabler Tools:

Policy: 
Align assessment results and 
capability scores to the country’s 
defined overarching health 
goals and relevant procurement 
policy.

Advocacy and 
governance: 
Ensure support has been 
developed with senior 
management to conduct the 
supply assessment with buy-in 
for outsourcing.

Technology: 
Assess and unlock the role for 
and potential of technology 
within the supply chain and 
determine supplier fit.
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Prioritise and analyse
key performance
indicators
Understanding, setting and selecting 
KPIs is a key step ahead of choosing 
any supply chain assessment option.

In this section you will learn

• How to link a supply chain assessment to your strategic goals
• What a KPI is
• About the two types of KPIs
• Which type of KPI is appropriate for your stage of supply chain maturity
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win-win agreement, and 
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outsourced partner, 
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management and  
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How does a supply chain assessment link to the ministry of health’s 
existing goals?

This first step, Assess reinforces the importance of overarching KPI development and analysis techniques 
to A supply chain assessment must be aligned to performance attributes and strategic goals. In the context 
of this analysis, a supply chain assessment helps to objectively determine whether a functional outsourcing 
opportunity exists for the ministry of health. The assessment must link to specific performance attributes and 
associated strategic goals. 

An illustrative example of strategic goals is given below:

Performance attribute

1. Reliability

2. Responsiveness

3. Agility

4. Cost

5. Assets

Strategic goals (illustrative)

To consistently get orders right and ensure product quality 
standards are met

To achieve a consistent cycle time in the speed of provision of 
products and service

The ability to respond to changes (external influences) that impact 
the supply chain

The cost associated with operating the supply chain - value and 
efficiency

Effective utilisation of assets in managing the optimal fulfillment of 
supply chain services



What is a KPI?

Strategic goals are often measured using KPIs. A KPI is a standard for measurement of process performance 
in a supply chain. A KPI measures the ability of a process to achieve the strategic objective(s) associated with 
performance attributes. KPIs provide the standard for measurement of supply chain performance. KPIs are 
overarching and applicable to all three supply chain assessment approaches. There are two types of KPIs that 
measure performance within the functional framework:

• Core KPIs
• Optional KPIs

Core KPI?

Core KPIs are the ‘must-have’ performance metrics to conduct any supply chain assessment and are essential 
to assess supply chain functions and activities. Setting and selecting core KPIs as performance metrics for each 
of the functional areas is a key step ahead of choosing any supply chain assessment option. The purpose is to 
have a baseline set of ‘must-have’ KPIs/performance metrics which will be applied and measured as individual 
activities with the healthcare supply chain. Typical core KPIs include forecast accuracy, on time in full delivery, 
price compliance, stock-outs, warehouse cost, and outbound on-time delivery. 

A typical example is illustrated below:

Core KPI’s used for a Supply Chain Assessment

Forecasting

Procurement

Warehousing and
Inventory 
Management

Distribution

Human Resources

Data and Information

Forecast accuracy
Source of funds

Vendor on-time and in full delivery rate (OTIF)
Percent of international reference price paid

Stocked according to plan
Stockout rate by tracer commodity by 
level in the system
Stock accuracy
Order �ll rate
Wastage from damage, theft and expiry
Cost of warehousing operation

Sta� turnover rate

Facility reporting rates on time

Functional Area

•

•

•
•

•
•

•
•

•
•

•
•

•
•

On-time delivery to Facility (OTIF)
Percentage of orders placed by health facilities as emergency orders

Optional KPIs

Optional KPIs are appropriate for more developed health supply chain system assessments. They complement 
core KPIs and are appropriate for the assessment of more developed public health supply chain systems. They 
may provide a more detailed analysis of specific performance areas. Optional KPIs may be adapted to country 
custom and practice. 

See an example of optional KPIs on the following page:



Stock turn per annum
Number/duration of temperature excursions 
in cold storage facility
Stockout rates of one or more tracer products 
by facility
Order turnaround time
Percentage of incoming batches tested for quality
Percentage of product batches tested that meet 
quality standards

Optional KPI’s used for a Supply Chain Assessment

Forecasting

Procurement

Warehousing and
Inventory 
Management

Distribution

Human Resources

Data and Information

Functional Area

 Supply plan accuracy•

•
•

•

•
•

Cost of distribution operation •

Percent of supply chain positions vacant •

Facility reporting rates – complete reports•

•
•
•
•
•
•

•

Percentage of orders place as emergency orders
Supplier �ll rate
Procurement methods employed
Percentage of health products procured listed on 
the National
Essential Medicines List or similar document for 
other products 
Customs clearance time



Access

Select a supply chain 
assessment approach

In this section you will learn

• Learn about three approaches available for supply chain assessment
• Understand which is suited to your current supply chain maturity level 
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Various supply chain assessment options exist for countries based on 
available resources, timeframes and need states. 

For countries who have done a comprehensive supply chain assessment 
in the last two years:

Refresh Approach 
If you have substantive supply chain performance reports, studies, and data from recent 
detailed assessments (e.g. a supply chain mapping, a capability maturity model assessment) 
consider the refresh approach.

If you have not done a comprehensive supply chain assessment in recent 
years, there are two choices:

Light Review 
Conducted where a country chooses to use internal data from a limited scope of its supply 
chain operations — one to two functions and/or one to two geographies. Effectively a self-
assessment with a narrow scope and base-level performance perspective.

Deep Dive
Conducted where limited insights and understandings exist of the strengths and weaknesses 
of a country health supply network (both functionally and geographically) — a light review 
would not produce an acceptable and objective baseline of current supply chain reality.

Each of these approaches will be discussed in detail.
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Refresh Approach 
An updated review of a recently 
completed assessment can be 
conducted rapidly and with limited 
resources. A refresh assessment 
consolidates analysis of historic reports 
and current performance reviews.

In this section you will learn

• The actions, benefits, tools, timelines and steps required for the refresh approach
• The four steps to run a refresh assessment of a country supply chain
• The workshop process for the refresh approach
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The refresh approach at a glance

Actions

Review all data and outcomes of the recent supply 
chain studies and assessments — optional to run an 
update of in-country supply chain mapping, flows 
of product/information; review of core functional 
KPIs.

Benefits

Provides rapid response to identify an outsourcing 
need/opportunity with low application of resources 
in a reduced time-frame.

Supporting Tools

The refresh approach can leverage and perform a 
supply chain mapping initiative to get an updated 
supply chain view. See the section on supply chain 
mapping tools for more.

Estimated Timeline

8-10 weeks



Step 1:
Preparation and 
data collection 

• Cross-functional 
working group 
formed including 
project initiation and 
charter, objectives, 
scope.

• Develop the project 
workplan, timeline 
and assign roles and 
responsibilities.

• Source and review 
recent supply 
chain assessment 
studies and internal 
reporting.

• This could include 
supply chain 
mapping studies, 
capability maturity 
model reports and 
documents, KPI 
analysis, existing 
KPIs and/or 
operational reviews.

Step 2:
Collate and 
review data

• Review all data 
and outcomes of 
the recent studies 
and assessments 
including functional 
maturity scores.

• Optional update of 
in-country supply 
chain mapping, 
stakeholders and 
flows of product / 
information.

• Collation of existing 
data outcomes and 
reports.

• Survey data, supply 
chain mapping 
reviews updated / 
checked.

Step 3: 
Data analysis 
and findings 

• Review and 
thorough analysis of 
core functional KPIs 
against strategic 
goals / objectives.

• Deep analysis of 
functional scores 
including geographic 
performance, bar-
charts, dashboards 
consolidated and 
prepared ahead of 
debrief sessions.

• Key findings report 
prepared.

• High-level 
performance gaps 
and opportunities 
identified.

Step 4:
Reporting and 
dissemination 

• Executive summaries 
completed and 
distributed to 
key stakeholders 
- documented 
results, scores of 
capability maturity 
model, supply 
chain mapping, KPI 
analysis.

• Stakeholder 
workshop held 
to review all data 
outputs and key 
findings of the 
assessment.

• Gaps and 
opportunities 
identified and 
agreed. 

• Sign-off for further 
evaluation of 
outsourcing.

There are four steps to undertaking a refresh approach:

Two weeks Two weeks Three weeks One week

Workshop process for the refresh approach
If you would like to undertake a refresh approach, you can use the following three-
part workshop process.

1. Historic performance 
review

Gather scores from recent 
supply chain assessment 
reports, studies to review.

Outcome: assessment findings 
reviewed and debated. Any gaps 
identified.

2. Current performance 
review 

Analyse core functional KPI / 
current performance reports.

Outcome: core supply chain KPIs 
analysed and assessed.

3. Group alignment to 
findings

Consolidate supply chain 
findings and assessment 
outcomes.

Outcome: gaps/opportunities 
identified. Next steps defined.



Access

Light review approach
A light review requires only the use of 
internal data to assess and determine 
potential gaps for outsourcing.

In this section you will learn

• The actions, benefits, tools, timelines and steps required for light review approach 
• The three steps to run a light review assessment of a country supply chain
• The three simple supply chain assessment options exist to assist countries with a light review approach

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

The light review approach at a glance

Actions

Element 1: Source internal operational data using 
existing supply chain and KPI reports through gap 
analysis.

Element 2: Commission targeted surveys of 
representative sites and facilities in specific 
underperforming geographies and/or functions in 
the supply chain; Consolidate elements 1 and 2.

Benefits

Provides a basic perspective of supply chain 
performance gaps in a defined functional scope or 
range of areas. Rapid response and low cost using a 

Supporting Tools

The light approach can leverage and perform a 
supply chain mapping initiative to get an updated 
supply chain view. See the section on supply chain 
mapping tools for more.

Estimated Timeline

The light review approach is narrow in scope — a 
targeted self-assessment takes two to three months. 



Step 1:
Data collection 

Form a small cross-functional 
working group to develop 
project initiation and charter, 
objectives, scope. Existing and 
new data is collected as follows:

• Existing data:
KPIs – pull and review 
existing operational data 
from KPI reports, existing 
available supply chain 
reports.

• New data:
Targeted survey – identify 
one to two functional or 
geographic areas where 
outsourcing may optimise 
supply chain performance. 
Then commission qualitative 
and quantitative surveys 
of representative sites or 
facilities in underperforming 
areas. Another option would 
be to use a supply chain 
mapping tool to provide 
visualisation of end-to-end 
supply chain flows.

Step 2:
Collate and 
analyse data 

• Collate existing data from 
the one to two functional 
and geographic data and 
performance reviews or field 
surveys.

• To assess and validate 
findings, conduct a root 
cause analysis with senior 
management teams in 
specific logistics and 
geographic functions 
through workshops, 
interviews and reviews.

• Identify high-level 
performance gaps and 
opportunities.

• Prepare preliminary findings 
ahead of stakeholder 
workshops

Step 3:
Reporting and 
dissemination 

• Executive summaries 
completed and distributed 
to key stakeholders

• Conduct a workshop to 
review feedback of key 
findings and outcomes of 
the self-assessment

• Gaps and opportunities 
debated and identified

• Senior management sign off 
for further evaluation as to 
whether an investment case 
is required for outsourcing

• Initial identification of in-
country candidate vendors 
for the specific

One-Two Months One week One week



Assessment 
model

1. Global Health 
Supply Chain 
Maturity Model

2. Effective 
Vaccine 
Management 
Assessment 2.0

3. Immunisation 
Supply Chain 
Process 
Scorecard

Three simple supply chain assessment options exist to assist 
countries with a light review approach:

Source

Bill & 
Melinda 
Gates 

World Health 
Organisation 
(WHO) 
Foundation

Gavi, the 
Vaccine 
Alliance

Description and/or 
purpose

Assists countries increase 
supply chain performance by 
focusing effort on improving 
constraints. Highlights areas 
where investments are needed 
and to understand when 
‘market maturity’ impacts 
the supply chain’s ability to 
improve performance

Provides countries with the 
materials and tools needed 
to monitor and assess their 
vaccine supply chain and clearly 
identify weaknesses within 
the system to help countries 
develop a comprehensive plan

Note: Only assesses cold chain

Supply Chain for Expanded 
Program on Immunisation (EPI)

Process Scorecard provides 
the immunisation supply chain 
task force and partners visibility 
on country performance and 
progress against targets

Note: Only assesses cold chain

Supply Chain for Expanded 
Program on Immunisation (EPI)

Time
frame

One 
to two 
weeks

Three 
to four 
weeks

One 
to two 
weeks

Outcomes

Measures strategic, 
tactical and operational 
processes in a single tool. 
Indicators are clustered 
in categories of critical 
components.

Measures the 
performance of 
vaccine and supplies 
management; quality and 
layout of sites, physical 
capacity of storage and 
transport, quality of fixed 
equipment / vehicles, 
human resource capacity 
and system, policies and 
procedures.

Measures the progress 
a country has made 
in implementing an 
immunisation strategy.



The deep dive approach at a glance
The deep dive approach is used where a country has a limited understanding of a supply chain’s strengths and 
weaknesses and the driving causal factors of performance — both functionally and geographically. Capability 
models and detailed assessment tools are available for diagnostic assessment — they typically measure 
capability and processes across supply chain functional areas (procurement, warehousing, distribution etc.) 
and cross-cutting enablers (human resources, financial sustainability, etc.) This approach involves a maturity 
model that comprehensively reviews a country supply chain strengths and weaknesses.

It provides detailed and comprehensive performance reviews that determine gaps and opportunities for 
supply chain strengthening. The results can be provided at different levels and/or functions depending on 
the requirements of the assessment. This type of approach provides the ministry of health with an objective 
(quantitative and qualitative) review of the strengths and weaknesses of its supply chain and helps to inform 
decision-making about whether to outsource.

Access

Deep Dive approach
The deep dive approach is used where 
a country has a limited understanding 
of a supply chain’s strengths and 
weaknesses and the driving causal 
factors of performance.

In this section you will learn

• What the deep dive approach is
• The four key phases for implementing a maturity assessment tool
• Existing models for countries considering a deep dive approach 

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Actions

Element 1: Commission a full capability and/or 
maturity assessment of the supply chain using one 
of the available and most suitable donor models 
(referenced in this Outsourcing Toolkit).

Element 2: This assessment approach may require 
a financial investment. Onboard ministry of health 
senior management to motivate for such resources 
(consultants may be required).

Benefits

Delivers end-to-end and strategic review of 
country health supply chain across all functions, 
geographies, facilities. Significant investment in 
resources and management effort by the ministry 
of health is required. Provides a comprehensive 
analysis of performance gaps and opportunities for 
outsourcing potential.



Supporting Tools

The deep dive review can leverage two additional 
tools to support a comprehensive supply chain 
assessment. These are supply chain mapping and 
geo-mapping tools.

Estimated Timeline

The deep dive approach using the National Supply 
Chain Assessment (NSCA 2.0), described below, can 
take up to nine months and may require resource 
support. 

Phase 1:
Planning and 
preparation 

• Form cross-
functional work 
team — align 
with senior 
management, 
confirm the scope 
and budget

• Engage and 
onboard donors as 
needed for funding 

• Determine 
assessment sites 
and data collection 
period

• Identify central and 
regional locations 
(ministry of health, 
central medical 
store)

• Source supply 
records

• Define resource 
requirements pre-
field survey phase 
(logistics / field 
managers, data 
collection teams) 

• Build master 
questionnaire

Phase 2:
KPIs defined 
and surveys 
conducted

• KPIs determined 
in line with 
assessment 
objectives 

• Assessment tools to 
include KPI data for 
tracer commodities 
(stock cards, 
Electronic Logistics 
Management 
Information 
Systems (eLMIS) 
reports, supply and 
distribution records, 
temperature 
excursion data etc.)

• Include actors from 
different levels of 
the country supply 
chain system 
(planning and data-
collection team 
members

• Field data collection 
preparation 
(training activities) 
including site 
notifications to 
inform field sites

• On-site data 
collection activities 
conducted 
(sampling at key 
levels of public 
health chain)

Phase 3: 
Manage, collate 
and analyse 
data

• Management, 
collation and data 
cleaning / quality 
assurance checks 
performed 

• Resolve data 
collection 
challenges

• Debrief ministry of 
health, donors and 
other stakeholders

• Preliminary and 
high-level findings 
for use during 
debriefs

• Core assessment 
team debriefs 
steering committee 

• Consolidated supply 
chain maturity 
scores for each level 
of the supply chain 
and functional area 
captured 

Phase 4:
Report key 
findings and 
KPI analysis 

• For each functional 
area: scores and bar 
charts illustrating 
the maturity score 
results for each level 
of the supply chain

• A table of 
percentage of ‘basic’ 
items in place, on 
average, by level for 
each functional area

• A ‘heat map’ and 
‘bubble chart’ 
depicted maturity 
scores by level and 
functional area with 
scores converted 
to relative colours / 
sizes

Four key phases for implementing a maturity assessment tool:

Four weeks Six-Eight weeks Six-Eight weeks Three-Four weeks



Existing models countries can use for a deep dive approach

National Supply Chain Assessment (NSCA 2.0)

Developed by USAID.
The primary purpose of the NSCA 2.0 is to inform and guide supply chain country and donor investments. It 
helps to identify and prioritise poor performing areas in the public health supply chain — provides and monitor 
the impact of specific supply chain improvement activities and/or investments overtime against national 
performance indicator targets.

Outcomes 

Assesses inputs and processes across functional areas and cross-cutting enablers. Measures supply chain 
performance and capability by identifying bottlenecks and gaps across the supply chain. Provides quantitative 
scores across functional areas at each level of Supply Chain. KPIs divided into core or optional KPIs.
Timeline: 29 weeks

Below is an example from the NSCA 2.0 capability maturity scores for functional 
performance. The heat map is a key management summary report which helps 
determine potential functions for outsourcing.

Functional Area/Level HC

n=45 n=17 n=6 n=1 n=4

MoHRegion Central 
medical store

Hospital 
L1

Central 
warehouse

Hospital 
L2/3 (govt)

Hospital 
L2/3 (private)

n=1 n=1 n=1

Forecasting and supply planning

Pharmacy and store management

Procurement

Distribution

Policy and governance

Strategic planning and 
management

Quality assurance
 and pharmacological

Logistic management 
information systems

Human resources

Financial sustainability

Waste management

-

-

38%

33%

52%

45%

61%

69%

18% 42%

39% 68% 66% 49% 26%

44% 53%

50%

54%

56%57%46%

52%

35%

37%

36%

26%

46% 48%

57% 15% 17%

46%

50% 69%

38%

84% 33%

30%

74%

59%

80%

47% 28%

65%

67%

55%

51%

47%

63%

58%

69%

38%

52%-

-

-

-77%

60%

-

-

-

--- --

- - -

-

-

-

74%

43%

67%

95%

58%

71%

48%

62%

14%

56%

58% 53%

41% 17%



The Global Fund Maturity Model

Developed by the Global Fund.

A deep dive model that diagnoses public health supply chains of grant recipients in order to support further 
development of their supply chains. Diagnosis is used as part of the overall strategic planning process for The 
Global Fund and partner resource allocations. The model gives an overview of performance across the whole 
supply chain and these are comparable to other countries.

Outcomes 

Measures performance of the grant recipients’ supply chain across three domains namely: 
physical flows;
• Data and reporting systems
• Organisation
• Capabilities

The maturity model is conducted in two parts:
• An outside-in maturity assessment which uses readily available external data
• A deep dive maturity assessment based on in-country data.

Timeline: 13 weeks



Access

Tools that support 
supply chain 
assessments

In this section you will learn

• Learn what tools exist to support supply chain assessment
• Explore examples of those tools being used in examples of specific countries

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Many tools exist to make supply chain assessments more efficient 
including:

Making use of existing tools allows you to gain from existing knowledge and assess 
your supply chain more effectively. A description of these tools, their purpose, benefits 
and examples are provided in this toolkit.

Supply chain mapping 
tools

A supply chain mapping exercise 
provides a visual perspective of 
the flows and key supply chain 
stakeholders. 

Geo-mapping 
tools

Geo-mapping assists in 
identifying areas where 
outsourcing could play a role to 
support supply chain functions 
and prioritise the allocation of 
resources in the overall health 
system. 

Reporting and 
dissemination

Reporting and dissemination 
help ensure the outcomes are 
communicated in a transparent 
manner.



Access

Supply chain 
mapping tools

In this section you will learn

• Be introduced to supply chain mapping tools
• Learn the purpose and benefits of supply chain mapping
• Explore an example of supply chain mapping of the Zambian healthcare supply chain
• Be provided with the activities required to implement a supply chain mapping workshop

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

What is a supply chain mapping exercise?
A supply chain is a system of organisations, people, activities, information, and resources involved in supplying 
a product or service to a consumer. A supply chain mapping exercise provides a visual perspective of the 
flows and key supply chain stakeholders. A country health supply chain map examines the end-to-end flow 
of commodities, relationships of the key stakeholders within the chain, and the functional requirements from 
source to the end patient. Supply chain mapping identifies the current status and identifies opportunities for 
optimisation through outsourcing.

The purpose of supply chain mapping is to:

• Define the ‘As-Is’ status of the healthcare supply chain (medicine distribution flows, stakeholders, public-
private participation, demands, risks) 

• Identify functional gaps and opportunities to optimise and improve supply chain performance
• Gain visibility to understand the critical levers and/or interventions required by the ministry of health to 

improve efficiency and effectiveness of the supply chain

Supply chain mapping is beneficial because it:

• Informs strategic decision making with respect to in-sourcing, outsourcing, capabilities, processes, practices, 
systems and policies

• Enables governments to identify non-core functions where outsourcing partners could potentially play a 
role

• Provides a baseline analysis in the development of a future road-map (‘to-be’) for the health supply chain
• Supports the building of internal government advocacy through an objective review of supply chain 

operations



An implementation and workshop guide for building a supply 
chain map
Once you have decided that you need to do a supply chain mapping exercise. The next step is to run a workshop 
and build a supply chain map. A rough guide for a supply chain mapping workshop is outlined here:

Activity 1: 
Developing the public health supply chain map 

Aim: Groups work to develop draft health care supply chain maps

Group work (about 1 hour) Divide participants into groups of 4-6 persons, each group must:

• Identify public health supply chain levels and entities within

• Identify which entity or entities are responsible for the key functional areas 

• Draw the flow of products and information between entities. Note how products are transported, who 
transports products, how and when information is shared (including types of logistics reports and 
systems)

• Indicate if health facilities order commodities from intermediate or central warehouses using a demand-
based “pull” system, or suppliers simply “push” products to health facilities 

• Identify monitoring and supervisory processes

• Identify funding streams and budget cycles

• List strengths, weaknesses, opportunities, and threats (SWOT) within the current supply chain

• Discuss current policies impacting the health supply chain



Activity 2:
Consolidating public health supply chain mapping outcomes

Aim: Group feedback, debate and consolidation of findings

Presentations and plenary discussions (20 to 30 minutes per group). Assign a note-taker (different to training 
facilitator) and the facilitator reviews presentation guidelines with the Groups: 

• Group members present their supply chain maps and SWOT analysis.

• The facilitator encourages questions, feedback, and comments from the room

• Facilitate a plenary discussion and collaborative review and revision of the public health supply chain 
maps toward the desired outcome – a common public health supply chain map that is supported by all 
stakeholders

• The facilitators ends the session by summarising key points and addressing outstanding issues to reach 
consensus amongst participants

• The facilitator listens, take notes, collects the draft maps and related documents produced during the 
workshop and captures relevant data from supply chain mapping workshop.

• specific logistics and geographic functions through workshops, interviews and reviews.

• Identify high-level performance gaps and opportunities.

• Prepare preliminary findings ahead of stakeholder workshops

Activity 3: (Optional)
Deeper analysis of the public health supply chain map

Aim: To leverage knowledge of supply chain and public health experts to:

• Clarify the distribution of roles and responsibilities within technical areas

• Identify strengths, weaknesses, opportunity and threats in/of/for/to the country’s 
health supply chain 

This exercise is best conducted by splitting participants into groups . The mapping workshop can incorporate 
activities that complement the field data collection exercise with the aim to maximise the benefit of bringing 
these supply chain stakeholders together. Possible activities include: 

• RACI (Responsible, Accountable, Consulted, and Informed) Analysis

• SWOT (Strengths, Weaknesses, Opportunities, and Threats) Analysis



Zambia

Health 
supply chain 
mapping 
example

This example of the Zambia healthcare supply chain 
map shows how mapping identified key players and 
medicine flows to patients.

Procurement

Ministry of
Health

MSL Central 
Warehouse -
Lusaka 5

MSL Hubs [7]
(2 Outsourced)

District Health 
Office (117)

Provicial
Health Office
(10)

CHAZ

ZAMRA-
Pharmaco-
vigilance,
Drug Registration

Development 
partners
(USAID, CHAI +)

Source Facility PatientNational
Warehouse

Regional Warehouse and 
Transportation

In-house wearhousing
and distribution 

Essential Medicines & Malaria

ARV’s & RTK’s

Vaccines 

Tuberculosis

Transfer as needed

Child Health 
Unit (<10%)

MSL
(>50%)
- [To be 
ZAMMSA]

CHAZ
(157 Members)
• 36 Hospitals
• 89 Rural Health
•32 CBO’s

% Contribution
to healthcare
commodities
and services

THE ZAMBIA HEALTHCARE SUPPLY CHAIN MAP

Health Centers
(1,131 Urban)
[409 Rural]

Health Posts
(307)

First Level
Hospital (84)

Second Level 
Hospital (16)

Third Level 
Hospital (6)

Import

Local 
Sourcing

Supply chain mapping in Zambia confirmed the roles 
played by stakeholders in the healthcare supply chain. 

The Government of Zambia, through the Ministry of Health, provide 
approximately 60% of all healthcare services and commodities in Zambia. 
The Zambia Medicines Regulatory Authority is the regulatory authority 
for the health industry in the country. The procurement and demand 
planning and forecasting mandate are with the Ministry of Health. 

Medical Stores Limited (MSL) are an autonomous parastatal institution. 
The majority of medicines and medical supplies in Zambia are received, 
warehoused, and distributed by MSL. MSL is transitioning to Zambia 
Medicines and Medical Supplies Agency who will take on the procurement, 
demand/supply forecasting and planning. 

Zambia also sources medical commodities from the private sector 
for manufacturing and importation. The private sector sources and 
performs inbound logistics (freight-forwarding, customs clearance). They 
also run retail pharmacies and provide partial outsourcing for MSL for 
transportation of commodities from regional warehouses to the +7000 
health facilities (last mile distribution). 

Faith-based organisations: The Church Health Association of Zambia 
(CHAZ) is a faith-based, privately run organisation that procure, store 
and distribute all their own medical commodities for Church Health 
Institutions in their association. CHAZ provides an estimated 40% of all 
medical services in Zambia. 

Co-operating partners, such as The Clinton Health Access Initiative 
(CHAI), provide administrative and facilitative support for specific 
healthcare operations. The co-operating partners do not provide 
logistical services within the supply chain system.



Zambia continued

Health 
supply chain 
mapping 
example

Development Partners, such as USAID, provide essential funding to 
support procurement and project initiatives. USAID and The President’s 
Emergency Plan For AIDS Relief (PEPFAR) are actively engaged with 
supporting the Ministry of Health in providing healthcare services. 

In Zambia procurement is performed by three key stakeholder groups: 
the Zambian Ministry of Health, CHAZ and donors.

The ‘as is’ review of the Zambia healthcare supply chain 
revealed outsourcing in four functional areas: 

Functional 
Area

Manufacturer/
Supply Sourcing

Inbound 
Logistics - Freight 
forwarding/
Customs 
Clearance

Quality and 
pharmacological

Forecasting and 
supply planning

Procurement

Warehousing 
and Storage

Distribution

Waste 
Management

In-Country Review - 
Zambia

The supply chain for Zambia 
sources medical commodities 
through private sector 
manufacturing and importation

Specialized units within MoH

ZAMRA are responsible for 
Pharmacological and Drug 
Registration 

MoH performs the forecasting 
functions for supply planning. 
CHAZ and GVMNT Hospitals 
also perform forecasting further 
down the supply chain

MoH, CHAZ, developmental 
partners (USAID, CHAI, the 
Global Fund) procure medical 
commodities - controlled by 
MoH.

MSL to control of procurement 
once transitioned to ZAMMSA

MSL manage and control 
central warehouses (5) and 
regional hubs (7). Facility leasing 
at 2 remote regional hubs 
(outsourced from 
faith-based organizations). 
CHAZ performs own 
warehousing and distribution.

MSL: Control distribution 
through hubs and DHO’s. 
Outsource transport from 
central warehouses and hubs.

Performed by MoH/ZAMARA 
and MSL

Outsourcing 
(Yes/No)

Yes

Yes

No 

No 

No

Yes

Yes

No



Access

Geo-Mapping 
Tools

In this section you will learn

• What geo-mapping is
• The benefits of geo-mapping
• Three possible approaches for a geo-mapping survey
• Four essential phases in the geo-mapping process
• How geo-mapping enabled the Ugandan Government to make clear decisions on its healthcare service 

delivery models

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

What is geo-mapping? 
Geo-mapping assists in identifying areas where outsourcing could play a role to support supply chain functions 
and prioritise the allocation of resources in the overall health system. Geo-mapping identifies and locates key 
health sites for improved supply visualisation and decision–making. Spatial data mapping can be used as an 
intrinsic tool to improve the in-country distribution of medicines to patients and facilities. 

The field of geo-mapping has many terms that you might not be familiar with. Two key terms that you should 
know are ‘geo-mapping survey’ and ‘Geographic Information System’ (GIS). A geo-mapping survey is the collation 
of information regarding the spatial distribution of health facilities and other key sites. GIS is a software tool 
that can be used to analyse, manage, and view geographical data. GIS can enable decision making by overlaying 
relevant metrics, such as the spread of the burden of disease and spatial distribution of health facilities, to 
enable strategic decision making by visually presenting data. 

Using GIS gives the ministry of health the ability to accurately geo-code and give coordinates for health facilities 
with a low churn rate. It also addresses the major challenge for less formal countries and geographies where 
road infrastructure is limited or there is a lack of coordinates. Finally, GIS creates the ability to cross-leverage 
existing databases (e.g. GIS data; Health Department data) within Government which can help provide a more 
complete picture of health service availability.

The benefits of utilising a GIS include:

• Improved supply chain visualisation and decision making through the availability of detailed insights;
• Identification of gaps or functions where outsourcing could be beneficial;
• Reduced costs and increased efficiencies particularly in logistics planning, fleet management and 

maintenance schedules; and
• Improved record-keeping through the registration of key sites and their important data (location, facility 

type etc.).



Possible approaches for a geo-mapping survey 

There are three possible approaches for a geo-mapping survey.

1. Perform in-house 
The first option is to perform the entire geo-mapping exercise with public sector parties with no involvement 
from outsourcing partners. This approach is used when the experience and expertise reside in-house. For 
example, when the public sector has a well-capacitated GIS Department to perform the full geo-mapping 
exercise including high levels of GPS and facility/database accuracy.

2. Partner with external partners 
In the second option, the ministry of health performs parts of the geo-mapping exercise with public sector 
resources. Other roles and functions of the geo-mapping exercise are outsourced. The types of functions that 
might be outsourced include the development of the survey guidelines or the contracting of a technical advisor 
from the private sector. Ministries of health can apply this approach when wanting to build in-house capability 
and sustainability of the database accuracy.

3. Outsource the geo-mapping  
The final option is to contract a third-party entity to perform the entire geo-mapping exercises in a fully 
outsourced arrangement with no to limited involvement with public sector entities. This approach can be used 
for a once-off initiative that does not require capability development in the ministry of health.



Essential phases in the geo-mapping process
Regardless of which approach you take for the geo-mapping process (in-house, partnering or outsourcing), 
there are four phases that the process will follow:

Phase 1:
Develop survey 
tools

This phase includes:

• Establishing survey 
objectives, develop 
the brief and work-
plan 

• Database reviews 
(GIS, health 
facilities, patients)

 
• Data collection, data 

security and quality 
checks, record and 
database uploads

• Customised app 
development; 
build the survey 
questionnaire

 
• Facility level 

identifiers e.g. 
hospital, clinic

• Ownership 
identifiers e.g. 
government / 
private 

• Basic services 
identifiers e.g. 
supply of water, 
electricity, mobile 
reception, internet, 
number of 
clinicians; road type

  
• Photo at facility; GIS 

coordinates

Phase 2:
Perform 
training and 
surveying

This phase includes: 

Training 

• Initiate training 
workshop with 
ministry of 
health field team 
supervisors

• Training materials, 
videos for  
supervisors, field 
teams

• Ministry of health 
workers trained 
in electronic data 
collection

 
In-field survey 

• Conduct an in-field 
survey per region

• Daily quality control 
and link to master 
facility list

• Quality control 
feedback and 
capture of any 
outstanding 
facilities

• Region report 
and sign-off by 
geo-mapping 
supervisors 

Phase 3: 
Data capture 
and quality 
control

This phase includes: 

• Data captured into 
the central system 
and downloaded 
from a server daily 

• Data checked for 
duplicates, blanks, 
incorrect survey 
entries 

• Coordinates 
checked to ensure 
accuracy within a 
10-metre range

• Data linked back 
to master lists to 
ensure all facilities 
and pharmacies are 
covered

• Photo of facility 
taken to ensure 
field teams visited 
correct facility and 
facility names / 
contact details are 
correct

Phase 4:
Data analysis 
and reporting

This phase includes: 

• GIS data to 
inform gaps and 
opportunities e.g. 
route optimisation, 
healthcare service 
delivery model 
re-design, depot, 
regional hubs, 
warehouse decision-
making 

• Identify supply chain 
network capabilities 
– such as remote or 
underserved regions 
with high population 
density.

• Geo-mapping 
identification 
of  areas where 
outsourcing could 
have an impact 
to improve and/
or strengthen the 
healthcare supply 
chain 



Uganda

Example 
of the geo-
mapping 
process
Geo-mapping 
enabled the Ugandan 
Government to update 
and verify their master 
facility list and to make 
clear decisions on their 
healthcare service 
delivery models.

The following example from Uganda will illustrate how 
the geo-mapping process can come together to help 
inform decisions about healthcare service delivery.

ARC, an external technical support team, partnered with the Ugandan 
Ministry of Health to collect accurate geo-mapping data for the analysis 
of differentiated service delivery models and assist the Ministry of Health 
in verifying and updating their Master Healthcare Facility Registry for all 
healthcare facilities.

ARC’s objectives, in support of the Ministry of Health, were to carry out 
a national geo-mapping survey of all healthcare facilities in Uganda, 
develop a Master Healthcare Facility Registry for healthcare facilities and 
alternative drug distribution points, develop guidelines and a standard 
approach to geo-mapping data in the health sector and establish gaps 
that existing in geo-mapping healthcare facilities.

Approach and outcomes:
The Ugandan Ministry of Health appointed a team of biostatisticians in 
15 regions to carry out the field survey.

• ARC supported the Ministry of Health with the development of survey 
guidelines, a mobile phone App development and setup, installation 
of the system on the Ministry of Health servers and devices, field staff 
training, quality control and general problem-solving support. 

• Due to ownership of the data collection process and survey tools, the 
Ministry of Health is able to continue to update the Master Healthcare 
Facility Registry ensuring data is kept accurate and up-to-date.

• By outsourcing functions, the Ministry of Health was able to 
successfully survey and register over 7,100 health facilities and 1,100 
pharmacies.

• The Ministry of Health partnered with private sector technical 
advisors in Uganda to plot over 7,000 facilities.

Geo-mapping tools and GIS data supports the public sector in identifying 
service delivery gaps, inform health sector planning, guide national and 
sub-national decision making. Geo-mapping provided valuable insights 
for decision making and supply chain management in Uganda.



“The geo-mapping process, with outsourced technical 
assistance from ARC, provided significantly improved 
visualisation and data accuracy.” 

– Comment from Ugandan Ministry of Health official 

Uganda continued

Example 
of the geo-
mapping 
process
Geo-mapping 
enabled the Ugandan 
Government to update 
and verify their master 
facility list and to make 
clear decisions on their 
healthcare service 
delivery models.

Before

• 3,694 healthcare facilities 
with coordinates in Health 
Facility Master List (MFL)

• No coordinates for 
pharmacies in National Drug 
Authority list

• Incorrect coordinates in MFL

• Facilities closed, duplicate in 
MFL

• Facilities missing from MFL

• Incorrect or outdated facility 
data in MFL

• No data existed on basic 
services

After

• 7,277 surveyed healthcare 
facilities with coordinates

• 1,181 surveyed pharmacies 
with coordinates

• Average coordinate accuracy 
5m (All <10m)

• 1,338 new facilities surveyed

• 396 closed, duplicate 
facilities identified

• Facility data including type, 
ownership, district, sub-
county and physical address 
verified/ updated

• Data collected on electricity, 
water, cell phone reception, 
road type etc.

A comparison of facility data before and after 
the geo-mapping survey:



Access

Reporting and 
dissemination of 
the supply chain 
assessment

In this section you will learn

• What to do once your supply chain assessment is concluded
• Why reporting and dissemination is important

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Why are reporting and dissemination important?
Reporting and dissemination help ensure the outcomes are communicated in a transparent manner. Once the 
Supply Chain Assessment has been concluded, the scores are consolidated into a report. These are then shared 
with all stakeholders across the relevant supply chain functional areas through reporting and dissemination of 
those reports.
 
By documenting findings and sharing them all stakeholders you are able to ensure formal and timely 
communication of the assessment outcomes to all key stakeholders and delivery of feedback and key findings 
in a consistent and transparent manner. This in turn prepares the senior management team as to the actions 
and/or next steps — the ‘so what’ — in respect to opportunities and/or gaps. It will also help to determine early 
buy-in as to which functional areas are to be considered for outsourcing or not. A workshop environment is an 
ideal forum to communicate the key findings to the senior management group.

The purpose of reporting and dissemination is to:
• Communicate and distribute the report to all stakeholders as to the supply gaps and/or bottlenecks.
• Onboard and secure buy-in from within ministry of health, supply chain and cross-functional work as to 

the outcomes and key findings.
• Lessons learnt from the study in an open and transparent forum. This forms a collaborative approach to 

decision-making. 

Summary of Process Step 1: Assess
The first Process Step, Assess assists you to understand the current status of your supply chain and to assess 
what gaps or opportunities exist for outsourcing. Before beginning an assessment process it is important to first 
prioritise and analyse KPIs for the supply chain. Once this is completed you can determine which supply chain 
assessment option (refresh, light review or deep dive) is best suited based on existing assessments, resources, 
timeframes and need states. Finally, in Assess, you have learnt about tools that exist to support supply chain 
assessment including supply chain mapping, geo-mapping and reporting and dissemination. In the second 
Process Step, Evaluate, you will be provided with the tools for deciding what functional areas are identified for 
outsourcing, what vendor capability exists and how to build the investment case to inform outsourcing. 



Process step 2

Evaluate
Evaluate will provide processes and 
tools for an approach to decision-
making around outsourcing.

In this section you will learn

• How to use the outcomes of Assess to support decision making
• A decision-making framework
• How to develop a compelling outsourcing investment case
• How to use a high-level vendor assessment to determine available capabilities for an activity
• Best practices and lessons learnt from other countries

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

This step, Evaluate, builds on the findings of Process Step, Assess. Once an improvement opportunity has 
been identified during the Assess Step, the evaluation process is conducted to review potential outsourcing 
partners and help you adopt a core versus non-core lens to integrate product types into one supply chain. 
The Evaluate Step will supply a decision-making process with four essential steps to follow. Through this Step, 
you can determine what vendor capability exists to meet the outsourcing need by collating vendor profiles 
and conducting a high-level side-by-side evaluation. Finally, evaluate guides the user through building the 
investment case to inform outsourcing and considering financial variables (costs, benefits, KPIs). 

Guiding principles of 
vendor evaluation and 
selection

Four steps for optimal 
outsourcing decision 
making

Case studies and 
examples

To complete the Evaluate Step you will need to work through:

Evaluate will help you:

• Decide on what functional area(s) — core versus non-core — are identified for outsourcing
• Determine what vendor capability exists to meet that functional need 
• Build the investment case to inform outsourcing 
• Consider integration of product types into one supply chain 



During Evaluate you will undertake the following activities:

• Determine the stakeholders needed to initiate the investment case 
• Build assumptions, financial variables (costs, benefits, KPIs) 
• Form a cross-functional work team
• Collate vendor profiles by conducting high-level side-by-side evaluations
• Seek senior management sign-off 

The Evaluate Step requires you to form a cross-functional team.

For this Process Step, you’ll need a cross-functional work team including procurement, finance and the relevant 
logistics head. The team will be led by the Director of the central medical store.
Key activities for the team include:

• Review results from in-country assessment – as is (revise Process Step 1: Assess)
• Review external benchmarks 
• Develop an investment case and cost-benefit analysis for outsourcing
• High-level vendor review

The below team design is suggestive – other departments or skillsets may be involved as required.

Department or 
skillset

Procurement

Finance

Logistics agency

Logistics: functional 
supply chain

Policy and planning

Provincial logistics 
agency

Local logistics

Enabler departments: 

• Legal 
• Human resources 
• Technology

Required for 
evaluate

Yes

Yes

Yes

Yes

No

No

No

• Human resources
• Technology

Typical role

Chief Planning Officer

Senior Finance Officer

Director of the Central 
Medical Store

Functional activity 
specialist

Chief Planning Officer

Provincial health officer

District Health Officer

• Legal counsel
• Human Resource 

Director
• IT Director

Requisite 
responsibilities

Determines vendor 
capability and shortlists 
vendor selection

Builds investment case 
and formulates cost-
benefit analysis

Signs off priority 
functions in vendor 
assessment matrix

Assesses in-country 
results and external 
benchmarks/case 
studies

N/A

N/A

N/A

• Determines 
organisational impact of 
outsourcing project

• Provides input to 
technology requirements 
or vendor options



At the end of the Evaluate Step you will:

• Have communicated the investment case outcomes
• Achieved consensus to proceed and initiate an RFP to vendor candidates for outsourcing
• Initiated a transparent bidding process that shortlists well-profiled supplier in preparation for Process Step 

3: Contract
• Have adhered to public procurement laws 

Evaluate connects to the following Enabler Tools:

Policy: 
Consult public procurement laws and processes 
to verify what is permitted for the vendor 
assessment.

Advocacy and governance: 
Obtain input from the cross-functional work team 
and senior management that ensures buy-in and 
credibility (to the decision and investment case) to 
retain support along the outsourcing journey



Evaluate

Vendor evaluation and 
selection process

In this section you will learn

• The requirements for public procurement by the ministry of health
• Five core principles that aim to award a cost-effective contract to a qualified vendor
• The outsourcing questions to address along the functional framework

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Guiding principles for the vendor evaluation and selection process

The starting point for any vendor evaluation and selection process is the public procurement law in your 
country. The requirements and complexity of these laws vary from country to country. Before taking any steps 
in the vendor evaluation and selection process it is critical that you review the public procurement laws and 
processes that govern the outsourcing process. After a thorough review, you will need to align yourself with the 
procurement rules, processes, code of conduct, and selected methods as stipulated by law. 

In addition to the public procurement laws and processes in your country, there are five core principles1 to 
consider throughout the vendor evaluation and selection process:

Economy: Decisions are justified on the basis of the best value for money underpinned by the need to manage 
public resources with due diligence to avoid fraud and waste.

Transparency: Information on the outsourcing process is made available to relevant parties, unless confidential 
information is justified, assuring confidence among stakeholders.

Open and effective competition: Public procurement requirements are widely disseminated, where possible, 
to encourage competition and eliminate bias. Non-competitive procurement methods are justified only under 
certain conditions

Ethics and fairness: The outsourcing process is conducted in a fair manner that complies with ethical standards; 
contracts are awarded objectively not preferentially. Conflicts of interest are recognised

Accountability and reporting: Parties involved in the outsourcing process are responsible for their plans, 
actions and outcomes, with public reporting and accountability mechanisms to allow for external scrutiny



Questions to ask before initiating an evaluation process for outsourcing

There are a number of questions to ask at the outset of an evaluation process for outsourcing. These questions 
can be broadly split into strategic questions which speak to how the activity will help you achieve your long-
term goals and universal health aims. The next group of questions relate directly to the functional framework 
and includes the five areas of demand and supply planning, procurement, warehousing, transportation and 
supply chain strategy design. 

The answers to these questions will be informed by the in-country assessment (see assess) which defines 
where potential opportunities and/or gaps exist for outsourcing (evaluate).

Strategic questions to ask

• Will the outsourcing of a specific functional area or activity strengthen and improve overall supply chain 
performance? 

• Will outsourcing demonstrate improved health outcomes and delivery of patient centred care? 

Typical functional framework questions

Demand and supply planning
• Will forecasting and demand management processes be improved through outsourcing?

Procurement
• Can supply chain services be performed at a reduced cost? 

Warehousing
• Can a reduction in wastage and expiry be achieved through outsourcing? 
• Will warehousing and inventory management efficiencies be improved? 

Transportation
• Can the availability of medicines for patients be improved in remote and rural areas? 

Supply chain strategy design
• Will the supply chain network design be enhanced through effective outsourcing?



Evaluate

The four steps for 
optimal outsourcing 
decision-making

In this section you will learn

• The four steps for optimal outsourcing decision-making

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

When working through the vendor selection and evaluation process it is possible to optimise the decision-
making process by following four steps. Before moving onto each step you need to complete the previous one. 
The first step involves activities undertaken during Assess to identify the service gap(s) and functional areas for 
outsourcing. The second step uses good practice reviews and case studies from other countries in the specific 
functional areas that have been identified as gaps during Step 1 to determine what good benchmarks will be. 
The third step involves developing an investment case by doing a cost-benefit analysis, applying performance 
attributes and assessing risk. The fourth step involves listing all potential candidates side-by-side to develop a 
high-level vendor assessment matrix. Each step is explored in more detail on the following pages.

Step 1:
In-country 
supply chain 
assessment

Step 2:
External 
benchmarks 
good practice 
reviews

Step 3: 
Investment 
case model

Step 4:
High-level 
vendor 
assessment 



Evaluate

In-country supply 
chain assessment

The in-country supply chain 
assessment makes use of the findings 
from the Assess Step and shows how to 
use them to support decision-making 
around outsourcing and vendor 
selection.

In this section you will learn

• The implications and expected outcomes of a supply chain assessment and SWOT analysis 
• How the SWOT analysis can support decision-making
• The typical inputs required to build the SWOT analysis

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

How does a SWOT analysis provide a baseline view of supply chain gaps 
and opportunities for outsourcing?

After completing one of the supply chain assessment approaches in Assess you should have quantified and 
qualified results captured and reviewed for each functional area, geography and/or level in the supply chain. 
You should also have begun to identify which functions are underperforming and require further analysis. In this 
step, you will now use that data to undertake a SWOT analysis. A SWOT analysis is a widely used organisational 
tool which refers to Strengths, Weaknesses, Opportunities, and Threats.

You can use a SWOT analysis to analyse organisational strengths and weaknesses in relation to performance 
against your supply chain mandate and objectives. A SWOT analysis will help you answer questions like:

• What capacity exists to improve performance? 
• What opportunities and/or threats exist to retain in-house services versus the consideration for outsourcing?

The evaluation process for outsourcing should leverage and build on existing strengths, improve weaknesses, 
of the organisation and take advantage of opportunities and plan how to mitigate threats. Inputs from the 
supply chain assessment, the organisational SWOT analysis and the functional KPIs (KPIs) scores can be used 
to determine what functional gaps exist and the potential for outsourcing.



The SWOT analysis framework from the United Nations Children’s Fund 
(UNICEF)

SWOT helps identify both positive and negative influences that are either under control of the organisation 
(strengths and weaknesses) or beyond its control (opportunities and threats).

Most SWOT analyses start with internal factors, however, it is recommended to first examine the external 
factors — opportunities and threats — and then proceed to the internal ones. This helps keep a stronger 
focus on results and helps you identify which threats are ‘critical threats’ (i.e. those that are compounded by 
corresponding weaknesses) and which opportunities are ‘promising opportunities’ (i.e. those that are matched 
by corresponding strengths).

The SWOT analysis framework below includes the typical inputs required to build the SWOT analysis.

For a more detailed process guide on SWOT analysis, consult the UNICEF guide available at bit.ly/UNICEFSWOT

Opportunities

Opportunities are external factors. They are found in 
the operational context within which the project, 
initiative or decision will be implemented. 

Examples include: 
- Relationships or partnerships that can be  
  applied or drawn upon
- New information that has become available
- Practices adopted by other organisations/
   actors in addressing similar challenges, which
   suggest opportunities
- Potential funding sources; e�ciency gains from
   reallocation of resources
- Events or trends that o�er opportunities:
     - Political (government policies), economic
     - (rising prosperity), social (behavioural or
     - demographic change), technological
     - (innovations)

Threats

Like opportunities, threats are external factors in the 
operating context for the project, initiative or decision. 

Examples include:
- Events or trends that could threaten the
   project/initiative or that put progress at risk:
- Political, economic, social, technological,
  environmental, legal
- Risks and disadvantages that could be
  incurred: risks to sta� and/or partners, to
  populations, reputational risk, �nancial risk,
  political risk, costs, additional
  responsibilities, etc. 
- Time, including deadlines, unrealistic
  timelines
- Other actors (harmful competition, contrary
  interests)

Favourable for achieving 
objectives

Unfavourable for achieving 
objectives

Strengths

Strengths are internal to the organisation. They 
include any kinds of capabilities or resources that the 
organisation has (and potentially any partner or 
stakeholders involved). 

Examples include:
- Political: power, in�uence, connectedness 
- Economic or �nancial resources;
- Cost/competitiveness advantages
- Capital assets, infrastructure, equipment
- Skills, experience, knowledge (including
   academic or theoretical, and practical or
   applied knowledge)
- Data, especially if it is unique or hard-to-
   replicate
- Comparative advantages in systems,
   processes, quality standards
- Geographical advantages

Weaknesses

Similar to strengths, weaknesses are internal factors 
within the organisation (or partnership) that would 
undermine the project/initiative. 

Examples include
- Existing gaps in capabilities or resources in the
   implementing organisation(s). Weaknesses
   which will take e�ect in the future, e.g.
   departure of key sta�, expiry of funds, etc.
- Known vulnerabilities: what the organisation
   does not do well - every organisation has such
   vulnerabilities to inform planning process
- Other competing priorities (which may be core
   activities), pressures and internally imposed
   timelines that detract from available capacity
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Evaluate

Setting external 
benchmarks

Careful reviews of external good 
practice helps determine ‘what good 
looks like’ in the supply chain.

In this section you will learn

• What external benchmarking is
• What types of good practice reviews exist and what insights and learnings each provides
• Questions to ask before proceeding to build an investment case model 

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

What you need to know about external benchmarking

External benchmarking is a way of measuring performance against an outside standard. This type of 
benchmarking helps you to understand how your business compares to others and where there is a room 
for improvement. When a ministry of health uses external benchmarking to measure its performance, it can 
refer to industry standards as reflected by best practices or a similarly-situated standard. The aim is to try and 
compare yourself with organisations and countries that have a similar context.

Three reviews to find information to determine external benchmarks

There are three different types of reviews that can be undertaken to determine what external benchmarks you 
can set. These include:

1. Good practice reviews of performances: in-country
Reviews of performances delivered by external suppliers operating in-country give an operational context of 
the functional capabilities that may have the potential for outsourcing.

2. Reviews and case studies in the relevant functional area from other countries
You can assess external country case studies from other countries to provide insights into effective outsourcing. 
This helps to understand the good practice benchmarks of outsourcing in functional areas of the supply chain.

3. Consolidate inputs from in-country and external reviews to determine ‘what good 
looks like’ 
Lessons learnt and consolidated from both in-country vendors and other countries provide a ‘good practice’ 
benchmark review with comparisons made to current in-house supply chain performance.



Checklist of questions to review before developing an investment case

Two sets of questions should be reviewed before proceeding to make sure that everything has been considered. 

Questions from the in-country 
assessment

1.  Have the in-country functional scorecards and
     results been reviewed (Supply chain mapping,
     maturity models, KPI analysis)?

2.  What are the functional areas in the ministry of
     health supply chain practices can be improved?
 
3.  Has a SWOT analysis been performed? 

4.  What functional areas and activities are ‘core’
     (e.g. procurement, demand planning) to the
     ministry of health and what are ‘non-core’ (e.g.
     warehousing, transportation)? 

Questions from the external 
benchmarking process 

1.  Where have supply chain outsourcing good
     practices been observed in-country and within
     other non-health sectors

2.  Where have supply chain outsourcing good
     practices been observed in other countries that
     can inform good practice?

3.  What were the lessons and insights from these
     case studies? 

4.  What were the key findings to apply to the  
     outsourcing initiative?

Finally, there is one more question to ask and answer before moving on to build the investment case model:

Is there consensus from senior management functions to take the initiative forward to review outsourcing 
options within the health supply chain? If you have consensus then move on to the build the investment case 
model. If you do not have consensus, consider consulting the Enabler Tool, advocacy and governance, for 
ideas on how to build consensus and create buy-in.



Evaluate

Building an 
investment case

An investment case helps to determine 
whether to outsource certain functions 
or keep these in-house.

In this section you will learn

• How to build an investment case framework for outsourcing versus retaining in-house
• Why you need to complete a cost-benefit analysis
• How to select KPIs aligned to country goals
• Key considerations to the risks associated with outsourcing
• How to make a decision to outsource or retain in-house

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

The investment case model

The investment case considers the ‘as-is’ operational cost of the supply chain before conducting a full cost-benefit 
analysis. The investment case model has five activities. It starts with building the investment case framework 
for outsourcing versus retaining in-house. The Decision Tree is a helpful tool to do this. In the second activity, 
you undertake a cost-benefit analysis to determine and identify all internal operational costs in comparison to 
outsourcing costs. Consideration must be given to non-cost factors that inform the decision to provide a total 
cost summary. The third activity requires you to determine the performance attributes and select KPIs. You will 
need to ensure KPIs align to strategic supply chain goals (reliability, responsiveness, agility, cost, assets) of the 
country and ministry of health. These considerations will guide vendor selection. The fourth activity involves 
assessing risks associated with outsourcing. The final activity is to make a decision about whether to retain in-
house or explore an outsourced vendor assessment.

“The outsourcing investment case must demonstrate benefits for patient 
centred care and the case for improved health outcomes”

– Supply Chain Specialist, International Donor Agency



Factors to consider when developing a compelling outsourcing 
investment case

Scenario analysis
In respect to an outsourcing option, it is important to have cost-benefit ranges for review by senior management 
that include ‘low-case’, ‘mid-case’, ‘best-case’ outcomes. Research must be conducted, assumptions, costs and 
anticipated benefits of a project clearly defined, and allowances made for variations and/or uncertainty.

Clearly define and link each benefit
If an outsourced solution has the potential to raise performance, critical to link that directly to a vendor’s 
operational improvement in the supply chain (e.g. improved fleet surveillance, focused health care worker 
training, lower operating costs). Not linking a feature or characteristic of the project to a specific operational 
effect can potentially weaken the case.

Clearly identify the KPIs (to vendor impact) 
KPIs are the factors that demonstrate the resultant impact of the potential project. If a KPI is not clear from the 
start, and not measured against the forecast benefits, it will be lost (e.g. increased vaccine availability through 
improved last mile distribution and route optimisation by a PSP). KPIs must be attributed directly to vendor 
performance. If a KPI is not clearly defined the senior management will not have the ability to attribute the 
benefit or measure its progress through the project.

Assess risks and non-cost elements
The risk of doing the project must be considered in the investment case and decision-making process. Similarly 
the risk of ‘no investment’ or ‘doing nothing’ is often over-looked. The impact of not investing must be considered. 
In the case of outsourcing the risk to the ministry of health may include job losses and reduced control of assets 
but the benefits may result in significantly improved vaccine availability and patient adherence, for example. It 
is important to note all risks, benefits and non-cost considerations.

Align to strategic goals
A good investment case provides justification for a particular initiative or solution often resulting in a positive 
return. For a potential outsourcing project to be deemed ‘viable’ by a decision-making executive, it must align 
to health goals. This can be done by ensuring the investment case demonstrates strategic intent.

Core versus non-core supply chain functions

The decision to outsource is informed by the ministry of health’s consideration for core versus non-core 
functions. Core supply chain functions are described as the essential and strategic services and/or activities 
necessary to achieve the organisation’s mission and/or objectives. These include functions central to the 
ministry of health such as planning, forecasting and quantification, procurement, and budgeting. Where the 
ministry of health considers the function non-core, it will retain an oversight role. 

If you are struggling to determine core versus non-core functions there three guidelines to keep in mind:

• A ministry of health will rarely outsource core functions unless done internally to the central medical store 
as a statutory organisation under the ministry of health.

• Technical supply chain functions such as inbound logistics, stock management, warehousing, transportation 
are often considered less strategic to the ministry of health and may be outsourced.

• Determining the criteria and choices for what is a core vs non-core supply chain activity will vary from 
country to country.



Practical guide to make an outsourcing decision in the functional 
framework 

Once a functional determination (core vs non-core) is made, the benefits case for outsourcing is developed. An 
illustrative example of how this can be done is shared below. Page 19

Functional 
area

KPI score 
(supply 

assessment - 
process step 1)

Is the 
functional 
area core

(to ministry of 
health)?

Benefit questions to 
be asked? Answer Next step

Procurement 78% Core - N/A - N/A - Develop activities within ministry 
of health to raise performance to > 
85%

Freight 
forwarding

N/A Non-core - Do private sector have the 
resources to perform this 
function?
- Is there an opportunity that a 
private sector partner can 
deliver this function more 
e�ectively?
- What is the supply chain cost 
and bene�ts case to deliver this 
function with a private sector 
partner?

- Yes 
- Yes
- Requires
   analysis

- Develop side-by-side evaluation 
of potential vendors - initial review 
of in-country private sector 
companies
- Assess private sector good 
practice of freight forwarding 
companies operating in other 
countries 
- Develop a project charter
- Prepare an investment case for 
review within ministries of health 
and �nance

Logistic 
Management 
Information 
Systems

57% Non-core - Does the ministry of health 
have the resources to improve 
visibility of its in-house data 
management, planning and 
reporting systems?
- Is there an opportunity that 
the private sector can partner 
with the ministry of health to 
provide a system with improved 
data visibility, and reporting 
e�ectiveness?
- What is the supply chain cost 
and bene�ts case to deliver 
these systems with a private 
sector partner?

- No
- Yes 
- Yes
- Requires 
analysis

- Develop side-by-side evaluation 
of VAN candidates - initial review of 
the various systems, suppliers and 
their relative capabilities/ 
e�ectiveness and suitability
- Assess good practices from other 
countries, past performance 
benchmarks
- Develop a Project Charter
- Prepare an investment case for 
review within ministries of health 
and �nance

Warehousing 86%@ Central 
level

66% @ 
Provincial level

29% @ 
Regional level

Core

Non-core

Non-core

- At provincial level does the 
private sector have the 
resources to perform this 
function?
- At regional level does the 
private sector have the 
resources to perform this 
function?
- Is there an opportunity that 
the private sector can deliver 
this function more e�ectively?

- No
- Yes, regional 
depots
- Yes, regional 
depots only 
- Requires 
analysis

- Retain provincial warehousing 
in-house and sustain capability
- Develop side-by-side evaluations 
of Regional warehouse vendors
- Assess private sector good 
practice from other countries 
- Develop a Project Charter - 
potentially develop a proof of 
concept
- Prepare an investment case for 
review within ministries of health 
and �nance

Last mile 
distribution

82% in 
Provinces 1-3

56% in 
Provinces 4-5

32% in 
Provinces 6 - 9

Non-core

Non-core

Non-core

- Not required in provinces 1-3
- Does the private sector have 
the resources in provinces 4-9 to 
perform last miles distribution to 
+5000 health facilities?
- Is there an opportunity for the 
private sector to deliver this 
function more e�ectively?
- What is the supply chain cost 
and bene�ts case to deliver it 
with the private sector?

- N/A
- yes
- yes 
- Requires 
analysis

- Retain in-house last mile 
distribution in provinces 1 to 3 and 
sustain capability
- Develop side-by-side evaluations 
of transport partners 
- Assess private sectors good 
practice from the countries to build 
view of what good looks like
- Develop a project charter
- Prepare an investment case for 
review within ministries of health 
and �nance



Evaluate

High-level vendor 
assessment

The high-level vendor assessment 
helps with initial reviews and selection 
of suppliers.

In this section you will learn

• Learn the process of vendor selection using a high-level vendor assessment matrix
• View an example of a high-level vendor assessment matrix

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

How to select a supplier

The purpose of the high-level vendor assessment is to assess in-country capability that may or may not be 
available to meet the functional need. The process is not closed and remains subject to strict public procurement 
law. The review provides an initial assessment ahead of the issuance of a full RFP which will be discussed 
further in Process Step: Contract.

The initial vendor assessment typically requires reviewing potential in-country vendors against four key criteria:

1.   Functional expertise 
2.   Past performance 
3.   Financial stability
4.   Cost-saving potential 

Vendor assessment matrix

Supplier selection uses a vendor assessment matrix to perform initial reviews of supplier group capabilities 
and concludes with a high-level vendor assessment to determine available capabilities for an activity. A vendor 
assessment matrix has three steps:



Step 1: Vendor 
evaluation

Detailed scoping of the 
specification of the services 
required. 

Develop a list of potential 
vendors and explore interest 
among supplier group. If no 
local candidates then consider 
looking outside the country for 
options.

Step 2: Functional 
assessments

Determine selection criteria 
and prepare a high-level 
assessment of available and 
willing in-country vendors.

Build an initial set of 
specifications of services 
and requirements in the 
functional area or activity to be 
outsourced.

Develop a high-level vendor 
assessment matrix to facilitate 
the initial selection process. 
Incorporate service level 
capability, technical expertise, 
financial stability, geographical 
coverage and estimated cost.

3. Vendor matrix

Initiate a review of potential 
suppliers against an initial, 
simplified and high-level 
vendor assessment matrix

Develop a vendor list in 
accordance with strict public 
procurement laws. This 
provides preparation for the 
issuance of the full RFP in the 
Contract Step.

Summary of Process Step: Evaluate
The second Process Step, Evaluate, begins by understanding the procurement laws and guidelines in your 
country. In this Process Step, you have learnt how to create the parameters for vendor selection using SWOT 
analysis and setting external benchmarks. Once you have this information you are ready to develop an 
investment case model for outsourcing. Finally, you can create a vendor assessment matrix to assist with 
reviewing how the suppliers match up to the guidelines and requirements that you need to meet. With a 
vendor selected, the third Process Step, Contract, will focus on how to negotiate and contract with a supplier.



Criteria/KPIs set

Will the outsourcing deliver 
increased on shelf availability 
and reduce stock outs? 

Will outsourcing improve on 
time/in full delivery? 

Can a private sector partner 
substantially reduce wastages? 

Does the private sector partner 
have the ability to respond 
rapidly to problems? 

Does outsourcing shift more 
time to core functions (e.g. 
nursing)? 

Can private sector provide 
systems and technology to 
improve reporting and visibility? 

Does outsourcing reduce cost to 
serve in the supply chain?

Vendor evaluation 
example: Uganda

How the 
Ministry 
of Health 
in Uganda 
undertook 
vendor 
selection for 
a last mile 
project proof 
of concept

Given the functional gaps in last mile delivery, the Ministry of Health 
conducted an in-country assessment of 3PL providers.

United Parcel Service (UPS) and CHAI were given the task of demonstrating 
a proof of concept for transportation of vaccines in three districts (30 of 
300 health facilities) in Uganda.

National Medical Stores, Uganda (central medical store), after a vendor 
review was conducted, appointed Freight in Time (FiT) to run 30 test sites 
in 3 districts (an 18-month pilot that ran from May 2018 to December 
2019).

Specific benefit questions were asked against 
the criteria/KPI’s set: 

Criteria/KPIs set

Availability

Service quality

Wastage

Responsiveness

Time for clinical duties

Reporting and systems

Lower cost to serve

Capacity assessments were done to determine 
the functional ability for last mile delivery.

FiT was profiled as part of the initial vendor review. Strong capabilities were 
identified to meet the National Medical Store’s needs in transportation 
and last mile delivery of vaccines. FiT has a well-sized and ‘fit for purpose’ 
vehicle fleet. The FiT Group is a regional logistics company with 125 
employees spread across 14 offices in 6 countries in East Africa. FiT 
Uganda is a part of the FiT Group with revenues exceeding $16 million+.



Vendor evaluation 
example: Uganda

How the 
Ministry 
of Health 
in Uganda 
undertook 
vendor 
selection for 
a last mile 
project proof 
of concept

Results

FiT delivered a measurable performance improvements in this pilot for 
last mile delivery in Uganda as follows:

• Availability of vaccines in health facilities increased from 29% to 85%.

• On-time/in-full service level which had been variable before 
consistently achieved a four-day order cycle time.

• Stock wastage was reduced from 70% to 0% as consistent deliveries 
eliminated the need for high safety stocks and created on-demand 
ordering patterns.

• Before FIT there was a limited ability to handle problems at district 
level (e.g. fridge repairs) after fit fridge repairs occurred within a 
consistent 24-hour turnaround

• Reporting process used to be manual with data feedback timelines 
exceeding two weeks. FIT implemented Logistimo App and new 
standard operating procedures for reporting of KPIs which helped to 
achieve real-time data management and feedback.

• Substantively improved the utilisation of time for clinicians and health 
workers to focus on core work rather than spending days collecting 
vaccines, collating temperatures and sharing reports. 

• Resulted in major savings of ‘virtual money’ through time effectiveness.



Process step 3

Contract
The third Process Step, Contract, 
provides tools to achieve a successful, 
‘win-win’ contract with a chosen 
vendor. 

In this section you will learn

• The critical success factors for contracting
• The process for successful outsourcing arrangements
• What a well-written RFP and Service level agreement (SLA) contains

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

This Process Step, Contract will guide you through the contracting process for outsourcing arrangements 
beginning with the critical success factors for contracting. You will then learn a nine-step contracting process 
which has been successfully adapted from lessons learnt in the private sector. It includes steps such as appointing 
a skilled contracting team, initiating the bidding process, aligning important stakeholders and hosting a kick-off 
session. Contract concludes with a deep-dive vendor assessment process to select and appoint the successful 
vendor. This third Process Step also includes a template for a RFP and examples of service level agreements 
(SLA).

Critical success factors 
for contracting

Nine step approach to 
successful contracting

Templates and 
examples

To complete the Contract Step you will need to work through:

Contract will help you:

• Determine the commitment by senior management to the development of an RFP 
• Identify and appoint a contracting team
• Initiate the bidding process that includes the issuance of the RFP 
• Selection and appointment of the successful vendor by the ministry of health and associates



During Contract you will undertake the following activities:

• Collect data for the development of the RFP
• Define RFP requirements
• Align stakeholders
• Conduct a kick-off session
• Issue RFP package
• Receive questions and provide responses
• A deep dive vendor assessment process

The Contract Step requires you to form a contracting team.

The contracting team needs to manage and conclude a successful vendor selection process negotiation and 
appointment of a chosen vendor. Key activities for the team include:

• Develop an outsourcing brief
• Finalise an RFP
• Consolidate outcomes of the initial Vendor Assessment Matrix
• Negotiate and select the vendor for outsourcing

The below team design is suggestive - other departments or skillsets may be involved as required.

Department or 
skillset

Required for 
process steps 
(Yes/No)

Typical role Requisite responsibilities

Policy and planning No Chief Planning O�cer - N/A

Procurement Yes Chief Procurement 
O�cer

- Approves vendor selection in line with functional 
need

Finance Yes Senior Finance O�cer - Conducts side-by-side vendor cost evaluations

Logistics agency Yes Director of the Central 
Medical Store

- Leads steering committee for contracting project 
team
- Interviews vendor management teams, 
benchmarks references
- Develops key performance indicators to regulate 
contract

Logistics: functional 
supply chain

Yes Functional activity 
specialist

- Supports head of logistics agency in respect to 
vendor assessment matrix

Provincial logistics 
agency

Yes Provincial Health O�cer - Conducts vendor assessments and shortlisting 
with respect to provincial requirement with 
support from the head of logistics agency

Local logistics agency No District Health O�cer - N/A

Enabler departments 
- legal, human 
resources, 
technology

Legal Legal Counsel Human 
Resource Director IT 
Director

- Contracting expert drafts vendor agreement, term 
sheet, service level agreement (SLA) for �nal 
sign-o�
- Input KPIs in �nal contract

Page 22



At the end of the Contract Step you will know:

• What capability and contracting expertise exists within the ministry of health 
• Whether tender documents and RFP formats are fit for purpose
• If contract procedures are achieving the right outcomes
• Understand what is needed to strengthen contracting principles and processes

Contract connects to the following Enabler Tools:

Policy: 
Consult public procurement laws and regulations 
for the selection process and final contracting to 
outsourced vendors.

Advocacy and governance: 
Involve senior management and departments to 
develop the brief and make the final selection of 
the vendor. Perform country benchmarks. 

People: 
The level of investment required for contracting in 
expertise (negotiation skills, drafting etc.)

Technology: 
Have all technical requirements been fully 
included in the RFP (especially in the case of 
specific IT and/or systems tenders)?



Contract

Critical success factors 
for contracting

Contracting is a critical component 
of the procurement process that 
creates the basis for performance 

In this section you will learn

• The definition of third-party contracting
• The benefits of vendor contracting
• Critical factors for successful contracting
• Most accepted costing models for public-private outsourcing contracts

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Definition of third-party contracting

Third-Party contracting and management can be defined as the execution and monitoring of a contract for 
the purpose of maximising financial and operational performance and minimising risks that involve tracking 
purchases against contracts to ensure preferred suppliers are used, rates are adhered to, and discounts and 
rebates are collected. It further establishes performance measures that regulate contract delivery.

Benefits of vendor contracting

In the context of outsourcing, vendor contracts create standardised processes and procedures for both 
parties, which transfers risk in supply chain function to third-parties, while retaining public sector oversight; 
and increases certainty on the obligations of the contracting parties to be governed according to the contract 
objectives. 
Vendor contracts ensure a predictable foundation for budgeting of public resources as once contract conditions 
and fees are signed, the cost is known and available for planning and budgeting purposes.

Finally, vendor contracts create the basis for performance management by ensuring compliance and 
performance delivery to the SLA due to contracting parties have well-defined and measurable KPIs.



Critical success factors for contracting 

Analysis and feedback from experts reveal six key factors for contracting success and good practice.
 
Success factor 1: Rigorous risk profiling of service providers

For successful contracting strict capability assessments and site reviews are conducted to assess proven service 
delivery of key requirements.

This success factor assists the ministry of health to determine capability to deliver excellence in the functional 
area being outsourced. For instance in distribution, vehicle tracking or surveillance capability, supplier 
ownership of own fleet, comprehensive truck driver training programmes, etc.

Success factor 2: Contracting expertise

Expertise in contracting is an essential skill-set required by ministries of health for successful contracting 

A competent and expert contracting team to design, negotiate and accurately craft a balanced and enforceable 
contract is critical to delivering the contract objectives. This team can be outsourced or legal capacity can be 
developed in-house.

Success factor 3: KPIs

For successful contracting ministries of health must ensure KPIs are well developed and directed to the functional 
requirements and contract objectives.

Well-developed KPIs regulate and guide service contract deliverables and private sector performance that 
supports adherence to SLAs.

Success factor 4: Multi-year contracts

For successful contracting durations exceeding more than one year should be considered to offset possible investment 
by the private sector.

The private sector may need to invest in a truck fleet, warehousing, staff, systems etc. A ministry of health can 
do an upfront assessment of the asset level of the investment requirement from private sector against the 
functional need. Many contracts in more mature supply chains have evolved from a single year to multi-year 
durations, often up to three year periods.

Success factor 5: Incentives and penalties

For successful contracting consider performance incentives (and penalty) programs, under strict conditions and 
procurement law guidelines. 

For more mature partnerships, bonuses and penalties provide upside earning opportunities for improved 
performances (and penalties for poor performance). These are in addition to appropriate KPIs and base-line 
contract requirements. Performance incentives work because the private sector is commercially motivated. 
However, strict adherence to procurement law is critical to mitigating harmful payment practices.



Costing models

Two generally accepted cost models can be utilised to underpin public-private outsourcing contracts. These are 
described below:

Open book (cost plus)

In open book costing the supplier declares what 
resources and costs are required to conduct the 
services or functional area. The ministry of health 
and supplier agree to what costs are remunerable 
and the margin percentage (%) that the supplier 
can add to these costs.

The supplier services are then invoiced based on 
the actual costs incurred plus the agreed margin 
percentage.

The supplier provides the ministry of health with 
an estimated annual budget for the work and 
the associated overhead or running costs, direct 
labour costs, indirect labour costs. 

The agreed margin percentage (or management 
fee) is then applied to the budget. A baseline cost 
model (e.g. rate per case, rate per order) is agreed 
as the productivity measure and to track ‘gain or 
pain’.

Activity-based costing

This is a costing methodology that identifies 
supplier activities and assigns the cost of 
each activity with resources to all products 
and services. Activity-based costing is applied 
according to the actual consumption and/or 
usage of that product or service (e.g. rate per 
case, distance travelled for transportation). This 
rate would include a supplier profit margin.

The supplier provides the ministry of health with 
a unit price per activity for the functional area 
and/or contracted service. For example inbound 
handling of freight, storage, outbound handling, 
distribution and/or administration.



Contract

Nine-step approach for 
successful contracting 
with suppliers

In this section you will learn

• The steps needed for successful contracting with suppliers

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

1. Project initiation and project charter formed

Purpose of this step
• Define the project case and scope
• Develop the project charter and timelines
• Form the contracting team and define the project roles and responsibilities
• Evaluate the exit strategy and/or terms within the current contract
• Conduct scoping workshop and develop a communication matrix 

“ A critical part of the contracting process is building early advocacy by using a structured approach that includes 
pre-engagement with all relevant stakeholders with ministry of health and government stakeholders.”

Project charter

A project charter is a document that includes the project description, timelines, scope, deliverables, objectives, 
results, assumptions, risks, and project team, and stakeholders. It is used to steer the project initiation process 
and determines the scope of outsourcing against the functional service that is required within the supply chain.
This document creates internal alignment for all parties and government departments that will be the 
beneficiaries of the outsourced service.

By articulating the outsourcing goals and objectives, describing the activities to be outsourced, the budget, the 
critical success factors, the timeline, and deliverables all stakeholders have the opportunity to comment and 
communicate opportunities and challenges.

A kick-off meeting attended by all the relevant stakeholders is a crucial first step to ensuring buy-in to the 
outsourcing project. This is also the perfect forum to onboard the new team and manage the contracting 
process.



2. Develop the brief and on-board

Purpose of this step
• Confirm and align with the supply chain functional area to be outsourced
• Determine the functional objectives, scope, critical requirements and outcomes 
• Data collection to establish a financial baseline and ‘should cost’ data
• Market evaluation and growth trend estimate 
• Develop the brief and customised term sheet(s) 
• Conduct a kick-off meeting with stakeholders (includes procurement, finance, functional Supply Chain Lead)

Key inputs to the brief and RFP

A well-written brief and RFP is the key to selecting the best vendor at the best value to meet your outsourcing 
needs. Your brief should include background, scope, objectives and outcomes, timeframes and deliverables, 
evaluation criteria, cost proposal, and supporting documents requirements.

3. Consolidate outcomes of high-level vendor evaluation

Purpose of this step
The purpose of this step is to consolidate the outcomes of in-country vendor capability assessments (from 
Process Step 2: Evaluate) this includes:

• Key market players and potential suppliers 
• High-level and side-by-side evaluations against functional requirements 
• This is not a closed process – it occurs in terms of procurement law which ensures all vendors meeting the 

minimum criteria are assessed 
• Prepare and Issue Request for Interest (RFI) questionnaire – this step is optional 

For more on how to use a high-level vendor assessment matrix see the high-level vendor matrix in the evaluate 
chapter.



4. RFP preparation and issuance

Purpose of this step
• Prepare and issue RFP

Steps to prepare and issue RFP

1.   Confidentiality agreement prepared and signed by parties 

2.   Prepare and issue the RFP package including Term Sheet, Master Services Agreement Service Addendum
      and Quality Agreement (QA)

3.   Clarify RFP questions and answers with shortlisted vendor suppliers

4.   Prepare RFP assessment tools and analytics

5.   Receive RFP responses including any red lines to Term Sheet or Services Addendum  

5. Offer analysis and negotiation

Purpose of this step
In this step, you analyse the offers and responses and choose a vendor. Once a vendor is selected you initiate 
a high-level approach to negotiation as outlined here. 

Activities in this step
• Vendor responses received and offers are analysed using a detailed and rigorous vendor selection tool 

(criteria led) outlined in the next step to select and score vendor offers
• Ministry of Health/Central Medical Store Contracting Lead to initiate the Negotiation Process (2-3 Rounds)
• Trigger site and/or face to face visit(s): Operational and QA assessment or audit
• Obtain vendor sign-off on the final proposed term sheet
• Services Addendum (including QA and KPIs) to be used in the vendor selection process

See table on the following page



1. Planning for negotiation

High-level approach to negotiation

2. Conduct negotiation
What you Want, Why and 
How you will achieve it 

Developed desired 
position

Identify variables

Define variables to 
trade

Build settlement 
ranges

Prepare negotiations

The potential variables for 
negotiation 

The value of the variables and 
the approach to trading them 

The plan for negotiation- Settlement 
ranges- Opening position, MSP, 
Walk Away 

Final preparation- 
Hints and tips

Confirm Interest

Present and reinforce 
the position

Understand customer 
issues

Exchange variables

Conclude Agreement

Confirm that buyer ‘Wants to buy’ 
your proposal before negotiation 

Present the ‘Opening Position’. 
Reinforce alignment to customer 
needs 

Identify, create or confirm the areas 
for Negotiation. Identify gaps 
between you/customer 

Emphasize the value of variables- 
devalue customer variables. Trade 
grudgingly but avoid confrontation 

Explain details of the new proposal. 
Ensure understanding. 
Gain Agreement

RFP Evaluation Scoring Sheet

Evaluation Criteria Points XX XY YZ YX ZZ

Technical Ability 40%

Evaluate this factor based on review of Functional Head

Service Level Capability1.

2.

3.

4.

Transition plan

Value Added Services

Management team and Operations plan

Cost Proposal 25%

Evaluate this factor based on review of Finance department

Past performance 20%

Evaluate this factor based on review of technical proposals

Referance checks1.

Financial Ability 10%

Evaluate this factor based on review of finance department

Financial/Risk profile1.

Key Staff Interviews 5%

Total Evaluation Points

20

10

20

75

70

60

30

15

300

Vendors

6. Supplier selection and approval

Purpose of this step
• Lead final vendor evaluation process 
• Secure stakeholder and ministry of health feedback 
• Final alignment with all relevant stakeholders – conduct a workshop to get objectives reviews, feedback 

from the project team 
• Submit a final RFP recommendation
• Obtain approval for solution, terms and prepare to award 

How to select a vendor

Evaluation of the vendor offers is the most critical stage in contracting as it ensures an objective supplier 
selection for the service to be outsourced.

A number of scoring techniques exist but all have one common factor: the prioritisation of the right criteria for 
selection. These include technical capability, cost proposal, past performance and financial ability.

Interviews with key management staff and site visits can all contribute to determining the best fit and selection 
of the right vendor for the ministry of health. 

See table on the following page



Example of an RFP evaluation scoring sheet1. Planning for negotiation

High-level approach to negotiation

2. Conduct negotiation
What you Want, Why and 
How you will achieve it 

Developed desired 
position

Identify variables

Define variables to 
trade

Build settlement 
ranges

Prepare negotiations

The potential variables for 
negotiation 

The value of the variables and 
the approach to trading them 

The plan for negotiation- Settlement 
ranges- Opening position, MSP, 
Walk Away 

Final preparation- 
Hints and tips

Confirm Interest

Present and reinforce 
the position

Understand customer 
issues

Exchange variables

Conclude Agreement

Confirm that buyer ‘Wants to buy’ 
your proposal before negotiation 

Present the ‘Opening Position’. 
Reinforce alignment to customer 
needs 

Identify, create or confirm the areas 
for Negotiation. Identify gaps 
between you/customer 

Emphasize the value of variables- 
devalue customer variables. Trade 
grudgingly but avoid confrontation 

Explain details of the new proposal. 
Ensure understanding. 
Gain Agreement

RFP Evaluation Scoring Sheet

Evaluation Criteria Points XX XY YZ YX ZZ

Technical Ability 40%

Evaluate this factor based on review of Functional Head

Service Level Capability1.

2.

3.

4.

Transition plan

Value Added Services

Management team and Operations plan

Cost Proposal 25%

Evaluate this factor based on review of Finance department

Past performance 20%

Evaluate this factor based on review of technical proposals

Referance checks1.

Financial Ability 10%

Evaluate this factor based on review of finance department

Financial/Risk profile1.

Key Staff Interviews 5%

Total Evaluation Points

20

10

20

75

70

60

30

15

300

Vendors

7. Award contract and communicate

Purpose of this step
The purpose of this step is to communicate to the awarded vendor and make sure that the relevant contracts 
are signed and stored for future reference.

Activities in the step:

• Communicate to awarded vendor (and finalise term sheet, quality assurance assessment and letter of 
intent if required)

• Issue the full contract/service addendum
• Obtain a signature on the full contract/service addendum
• Upload signed contract to a central database 
• Inform unsuccessful vendor suppliers and serve the exit notice in line with current agreement terms



8. Implementation and initiation

Purpose of this step
• Build and develop the transition plan
• Lead contract handover to operations or functional workstream owners 
• Prepare the standard operating procedures and requirements ahead of Process Step 4: Implement

9. Supplier relationship management

Purpose of this step
Supplier relationship management is ongoing across the entire duration of the contract. This will be discussed 
in more detail in Process Step 4: Implement

Activities in the step:

• Ensure vendor contract compliance with KPIs
• Monitor the contract expiry dates and align with sourcing pipeline (if required)
• Track annual contract budget



Contract

Templates and 
examples
Contracting is a critical component 
of the procurement process that 
creates the basis for performance 
management.

In this section you will learn

• Request for proposal (RFP)
• Service level agreement (SLA)

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Request for proposal template

What is an RFP?
An RFP is a document the ministry of health issues when it wants to buy a product or service and wants to make 
its specifications available to a variety of vendors. An RFP is a document that requests a proposal for a problem 
that needs to be solved and invites vendors to submit a proposal explaining how they will solve it. The RFP is a 
tool used to identify the best candidate for a project. 

Key inputs to a RFP
By ensuring that your brief and RFP include the following inputs you will be able to develop a clear, concise brief 
that will assist you in receiving proposals that meet your requirements. 

Background 
Every brief and RFP needs to include background to why you issuing an RFP. In the background you will:

• Define the country context and overview of the supply chain environment, relevant policy references, goals 
that national health aim to address via outsourcing; and 

• Identify stakeholders, key challenges, risks and opportunities for the problem statement that the ministry 
of health aims to solve through private sector partnering.

Scope 
The scope describes the supply chain area and/or activity to be outsourced and defines the expected duration 
of the contract and resources. The scope of work includes geography, specific function (warehouse, national or 
regional, distribution routes (regional or district) and enablers (human resource, system).



Objectives and outcomes
This section explains the expected outcomes and objectives of services to be outsourced. Be as specific as 
possible in stating your objectives and outcomes. Some examples are data flow/visibility improvement X; 
increased availability of vaccines of X; stock accuracy improvement to X; distribution supply to X facilities; cold 
chain management improvement of X; capacity building program delivery X.

Timeframes and deliverables
In this input, you map the timelines for Q&A responses, define a work plan from vendors providing service 
capability to meet the objectives and achieve the outcomes. The timeframes and deliverables must be 
supported by the processes followed for the functional area, costing matrix, staffing, resourcing proposals, 
technology and systems available.

Evaluation criteria
When writing this section you need to define the evaluation approach and RFP scoring process (criteria for 
selection of vendor). This includes defining technical ability (capacity scores, management, transition plan, 
etc); past performance; financial sustainability; and proven knowledge (senior leadership experience, staffing 
expertise).

Cost proposal requirements
Once you have determined the costing model (either activity-based or cost plus margin) to be used to manage 
and remunerate the vendor this needs to be included in the brief and RFP along with a cost proposal template 
and rate card format.

Supporting documents or information required
Finally, you can include a section for any additional information that you might need including provisions for 
conflict of interest, detail of vendor profile, sites, staffing and the like.

Download a RFP template at: bit.ly/OSTKRFPtemplate

Service level agreement template 

What is an SLA?
The SLA (sometimes referred to as a joint service agreement) is a two-way document between two organisations 
aimed at formalising their working relationship. The SLA is a collaboration tool and is not a legally binding 
document. It is consistent with but does not repeat the contract. The SLA is an important part of outsourcing 
as it describes the service type and quality and provides solutions when requirements are not met. The SLA 
will provide metrics against which the services are measured and describe penalties or remedies should the 
agreed-upon service levels not be met.

Download a SLA template at: bit.ly/OSTKRFPtemplate

Summary of Process Step: Contract
This Process Step, Contract, has covered the critical success factors for contracting, supplied a nine-step 
approach to successful contracting and supplied templates for an RFP and SLA. The next Process Step, 
Implement, is concerned with what is needed to implement the supply chain outsourcing process in terms of 
a transition team and other resources.



Process step 3

Implement
Implementing the contract starts with 
transition planning as the routines for 
supplier management are established

In this section you will learn

• What is needed to implement an outsourcing contract
• Who is critical to the transition team
• Which KPIs and management structures for ongoing measurement of the SLA you need to select
• Which resources are vital (financial, capacity) for outsourcing
• Best practices and lessons learnt from other countries

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Once the Process Step, Contract, is completed, outsourcing needs to be implemented. The fourth Process 
Step, Implement, supports the implementation of outsourcing contracts. This requires not only a thorough 
understanding of the contract by both parties but also the formation of a transition team and plan to manage the 
outsourced relationship and ensure the transfer of the relevant assets, processes, systems, and/or knowledge. 
This Step, Implement, will guide you through this process by helping you answer questions like Who is critical 
to the transition team? What are the selected KPIs and management structures for ongoing measurement of 
the SLA? What resources are vital (financial, capacity)? Throughout the Implement Step, you will find guides 
and examples that will assist you to transition smoothly and implement an outsourcing contract successfully.

Three-step approach for 
implementing a contract 

Case studies and examples of 
good practice

To complete the Implement Step you will need to work through:

Implement will help you:

• Determine which senior managers/staff are critical to the transition team
• Design a transition plan that all key stakeholders can agree on
• Develop KPIs and governance procedures to establish clear expectations for ongoing measurement of the 

SLA
• Design management structure and oversight procedures for implementation
• Decide what resources are needed to support the plan



During Implement you will undertake the following activities:

• Form and align the transition team 
• Align to selected KPIs and commitments
• Establish and agree on governance procedures
• Put reporting systems in place to manage/monitor performance 
• Build capacity in the ministry of health as required

The Implement Step requires you to form a transition team.

A transition team will be required to manage the outsourced relationship and ensure transfer of the relevant 
assets, processes, systems, knowledge and/or skills. An ongoing organisation team structure is then required. 
Key activities for the team include:

• Implementing performance management tools
• Establishing governance procedures

The below team design is suggestive – other departments or skillsets may be involved as required.

Department or 
skillset

Required for 
process steps 
(Yes/No)

Typical role Requisite responsibilities

Policy and planning No Chief Planning O�cer - N/A

Procurement Yes Chief Procurement 
O�cer

- Approves vendor selection in line with functional 
need

Finance Yes Senior Finance O�cer - Conducts side-by-side vendor cost evaluations

Logistics agency Yes Director of the Central 
Medical Store

- Leads steering committee for contracting project 
team
- Interviews vendor management teams, 
benchmarks references
- Develops key performance indicators to regulate 
contract

Logistics: functional 
supply chain

Yes Functional activity 
specialist

- Supports head of logistics agency in respect to 
vendor assessment matrix

Provincial logistics 
agency

Yes Provincial Health O�cer - Conducts vendor assessments and shortlisting 
with respect to provincial requirement with 
support from the head of logistics agency

Local logistics agency No District Health O�cer - N/A

Enabler departments 
- legal, human 
resources, 
technology

Legal Legal Counsel Human 
Resource Director IT 
Director

- Contracting expert drafts vendor agreement, term 
sheet, service level agreement (SLA) for �nal 
sign-o�
- Input KPIs in �nal contract

Page 26



People: 
Determine whether capacity, skills are in place 
to manage the vendor; having a transition team 
and plan to shift work to the vendor in a seamless 
manner; senior management support – this may 
require change management.

Technology: 
What reporting, visibility and performance 
management systems are in place to manage and 
monitor the vendor effectively?

At the end of the Implement Step you will:

• Have a sound understanding of how to implement a third-party contract – from transition to ongoing 
management

• Understand the benefits of following a step-by-step approach 
• Use and apply the KPI setting and tracking tools to regulate good vendor performance 
• Understand governance procedures 

Implement connects to the following Enabler Tools:



Three-step 
approach for 
implementing 
a contract

In this section you will learn

• The steps needed for successful implementation of a contract

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

The contract is the basis for defining the roles, responsibilities, and expectations of both the ministry of health 
(client) and vendor (service provider). It is what the ministry of health uses to ensure that the vendor performs 
and delivers what is expected. The starting point of implementation is the development of a transition plan to 
ensure effective transfer of the relevant assets, processes, systems, knowledge and/or skills to the outsourcing 
partner. This is followed by the establishment of the right performance measures that the ministry of health 
will use to hold the supplier accountable for delivery and execution. Once that is completed, the governance 
procedures that establish clear expectations and routines for managing the supplier relationship are then put 
in place

Critical success factors for contract implementation: 

• Have a business continuity plan if some level of the transition fails in the event that there is a disruption in 
the vendor’s ability to provide service

• Recognise that implementing and managing the new contract with an outsourced company will require a 
different set of core competencies to that of doing the work in-house

Transitioning the 
organisation 
(4 to 6 weeks)

Performance 
management 
(2 to 3 weeks)

Governance procedures 
(Ongoing)

The three steps to be followed in implementing a contract



Critical success factors for contract implementation: 

Outsourcing creates a shift in the role of the ministry of health from direct operational management to one 
of vendor oversight. This transition of a supply chain functional activity requires careful management and 
engagement to mitigate risks. Technical guidance is a critical and overarching requirement for an effective 
transition to outsourced arrangements.

There are five focus areas that a ministry of health needs to consider when transitioning to vendor oversight. 
These focus areas begin by developing a strategy, assessing readiness for a transition, developing a plan, 
identifying if the ministry of health has the capacity and capability to manage the vendor relationship and 
finally onboarding stakeholders. Each of these focus areas is discussed in more detail below.

Implement 

Transition planning
Implementing the contract starts 
with transition planning as the 
routines for supplier management 
are established.

In this section you will learn

• Develop the transition plan in line with the strategy and contract objectives 
• Assess capacity within the ministry of health to effectively manage the new vendor relationship 
• Identify capacity gaps and develop the closure plan
• Appoint a dedicated cross-functional contract implementation team to guide transition till the contract 

goes live
• Prepare kick-off meeting with stakeholders (ministry of health, vendor) 

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Develop a transition strategy

Start by identifying and documenting the goals and vision for the 
transition. This helps align the ministry of health and vendor partner 
around the objectives and scope outlined in the contract.

Once there is agreement on the goals and vision, appoint a dedicated 
transition team to guide the transition process until the contract goes 
live. This defines key roles and responsibilities for both the ministry of 
health and vendor parties for the transition to be effective.



Undertake a Transition Readiness 
Assessment

The Transition Readiness Assessment (TRA) provides a detailed 
description of the factors more directly related to the implementation 
and management of the solution, including solution design, resource 
availability, financial management, government strategy, policy and 
regulations, and organisation.

The TRA findings allow stakeholders to identify which dimensions 
require support and action to improve solution readiness for 
transition. The necessary action items identified by the TRA should be 
detailed in the transition plan. 

An example of an approach to assess the readiness of an organisation to 
transition smoothly to outsourcing.
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Challenges expected Risk mitigation and actions

Transitioning from an in-house solution to outsourcing may 
be challenging to the organisation
After deciding to outsource, the ‘old way’ and ‘new way’ may 
need to co-excist for a period of time
Organisational change can lower morale and performance if 
people are unsure of how their jobs will change
This will impact on going performance of the functional area 
if the risks are not addressed  

•

•

•

•

Good communication about change can help mitigate 
anxiety
Include all staff members at the beginning of the process
At risk areas to the highlighted and contingency plans are 
established as potential changes in their responsibilities.
If jobs are going to be eliminated, a business continuity plan
should be developed, if service Interruption is expected in the
transition
For example, if transportation is outsourced, drivers for the 
public sector may lose their jobs    

•

•
•

•

A lack of capacity building could be a major obstacle for 
successful outsourcing  by the ministry of health
Contract management presents a big change for the role of 
senior management at the ministry of health
Capacity to manage the new vendor agreements will need to 
be addressed  

•

•

•

Managing a vendor relationship may require additional 
training or capacity building to insure that staff that directly 
manage a warehouse or transportation fleet are equipped to 
manage a vendor
Ensuring operations continue to run smoothly requires a 
transition plan
Ministry of health’s role will shift from operations to one of 
oversight (checking; approving; processing invoices; 
information management; quality monitoring to ensure 
service levels are met) 
 

•

•

•

Design a transition plan

The transition plan includes required actions and associated timelines 
to address any issues identified through the TRA. The plan aids 
stakeholders to develop, update, and maintain the transition through 
to the ‘go live’ date and handover to the Operations Team.



Identify capacity and capability of people

This step involves assessing capacity and capability within the ministry 
of health to effectively manage the new vendor relationship, including 
identifying gaps and developing the closure plan. 

Risk mitigation to allay fears within the ministry of health as to the 
impact of outsourcing on the organisational structure of the ministry 
of health, individual jobs, and ways of working is critical. This may 
require a change management approach that is developed and 
managed in parallel. 

The Capability Matrix (in the Enabler Tools: People) is a useful tool to 
guide this activity.

A change management process like Kotter’s Eight-Step Change Model1 can assist and guide the organisation 
in outsourcing arrangements. Kotter’s model provides a guide to manage and support organisational change 
effectively by establishing buy-in to outsourcing, removing threats against outsourcing and implementing 
outsourcing changes successfully.

It moves through eight steps which are broadly split into three phases. The first is the need to create a climate 
for change. In this phase, it is necessary for the organisation to develop a shared understanding of the purpose 
of the outsourcing initiative and the benefits of the changes. Once there is an understanding, key stakeholders 
can be aligned behind a common strategic vision.

Secondly, engage and enable the organisation by developing further buy-in and participation from key 
stakeholders to the outsourcing initiative and changes. This can be done through strategic actions and quick 
wins to build organisational momentum and accountability.

Finally, implement and sustain the change. Secure and anchor new outsourced functions or services as ‘normal’ 
practice. Do this by drawing up new policies and practices that reflect the change and by communicating 
outsourcing successes.

KOTTER’S EIGHT-STEP CHANGE MODEL

Create a climate 
for change

Engage and enable 
the organisation

Implement and 
sustain the change

Step 1: Establish urgency

Step 2: Form a guiding coalition

Step 3: Create a vision

Step 4: Communicate the vision

Step 5: Empower action

Step 6: Create short-term wins

Step 7: Consolidate and continue

Step 8: Institutionalise



Onboard stakeholders

The final step to assist the ministry of health with the transition 
process to outsourcing is to prepare a kick-off meeting stakeholders 
(the ministry of health and the vendor) to make sure that everyone 
understands the transition plan and can meet the team that will 
managing the outsourcing.



Implement 

Performance 
management tools
Performance monitoring and tracking 
is a foundational tool for successful 
partnering 

In this section you will learn

• What performance management is
• How to use KPIs to regulate relationships between the ministry of health and the vendor service provider

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Introduction to performance management

Performance management of outsourced third-parties relates to the application of processes, methods, 
metrics, tools, and technologies to create performance consistency for specified supply chain functions of 
strategy, demand planning, procurement, and logistics. 

These tools typically measure four key outcomes: 

1. Quality of products and/or services provided 
2. Timely delivery to facilities and patients 
3. Availability of products and services 
4. Adherence to pricing 

The ability to define and then measure the quality and service levels of a vendor is critical. Performance 
management is a tool to track and monitor vendor service delivery against agreed KPIs, prioritise ‘must-do’ 
tasks and activities for vendor performance, support continuous improvement within functional areas and 
ensure accountability of spending. When performance management is done well, it strengthens healthcare 
supply chains and builds trust and confidence to enable further investment and strengthening of supply chains.

Good practices for performance management

For effective performance management, it is necessary to:

• Align KPIs to performance to the contract objectives to regulate and guide service level deliverables, and 
drive good performance outcomes and behaviour by the vendor 

• Ensure appropriate baseline requirements are clear with incentives for improved performances (and 
penalties for poor performance). It is critical that such bonuses and penalties are aligned to in-country 
Procurement Laws and do not create harmful payment practices.

• Conduct regular performance reviews (minimum every three months) to identify issues and course-correct 
performance as required.



KPIs regulate supplier relationships between the client (ministry of 
health) and vendor service provider

KPIs are central to guide and regulate the contract performance and client-vendor relationship from the start. 
It is critical for the KPIs to be aligned to the functional and contractual objectives of the agreement as they are 
designed to provide a comprehensive perspective of supply chain performance to ensure full adherence to 
the SLA. It is important for the KPIs to be clearly prioritised between core and optional types so as to provide 
appropriate focus and collaborative effort for the senior management teams within the ministry of health and 
the outsourced vendor. KPIs must be aligned to the contract objectives to regulate and guide service level 
deliverables and drive good performance outcomes and behaviour by the vendor.

Core KPIs
These are ‘must-have’ KPIs that are central to 
supply chain performance of the vendor. They 
should be used to measure all the primary 
deliverables as laid down in the vendor contract.

Optional KPIs
These complement core KPIs and are appropriate 
for more developed public health supply chain 
systems, or more detailed analysis of specific 
performance areas. They may be adapted to 
country custom and practice.

Two types of KPIs

How to select KPIs

KPIs affect the ministry of health’s ability to effectively hold third-parties accountable to service delivery as defined 
in the outsourcing contract. Thus KPIs must be aligned and tailored to contractual and functional requirements 
to ensure effective management of third-parties. The ministry of health and vendor implementation team must 
engage to ensure full alignment with KPIs. 

Good practice requires KPIs to be aligned to the SMART goals, procurement laws and functional outsourcing 
objectives.

SMART goals are Specific, Measurable, Attainable, Relevant and Time-bound

S = Specific

Be as clear and specific as possible with what you want to achieve. 
Example: “Improve the availability of X medicine at all clinics and hospitals.” 

M = Measurable

Decide what evidence will prove you are making progress toward your goal. Set milestones along the way to 
give you the opportunity to re-evaluate and course-correct as needed. 
Example: “Improve availability of X medicine at all clinics and hospitals by 75%.” 

A = Attainable

Decide whether it is something you can achieve now or whether there are additional preliminary steps you 
should take to become better prepared. Example: “As a result of capacity building in planning and forecasting, 
we will be able to improve the availability of X medicine at all clinics and hospitals by 75%.” 



R = Relevant

Each of your goals should align with your larger, long-term goals. If a goal does not contribute toward your 
broader objectives, you might rethink it.
Example: “Increasing the availability of X medicine at all clinics and hospitals by 75% is relevant because without this 
medication patients have poor health outcomes and the cost per patient for treatment increases over time.” 

T = Time-based 

Set a realistic time period to achieve the goal in.
Example: “It will take 24 months to increase the availability of X medicine at all clinics and hospitals by 75%.”

Stocked according to plan
Stock-out rate by tracer commodity by level in the system
Stock accuracy
Order fill rate
Wastage from damage, theft and expiry
Cost of warehousing operation

Core KPI’s Optional KPI’s

Forecasting

Procurement

Warehousing and
Inventory 
Management

Distribution

Human Resources

Data and Information

Functional 
Area

Source of funds• Supply plan accuracy•

Percentage of orders place as emergency 
Orders
Supplier fill rate
Procurement methods employed
Percentage of health products procured 
Listed on the National Essential Medicine list
Customer clearance  time  

•

•
•

•

Stock turn per annum 
Number and duration of temperature 
excursions in cold storage facility
Stock-out rates of one or more tracer products 
by facility
Order turnaround time 
Percentage of income batches tested for 
quality
Percentage of product batches tested that 
meet quality standards 

Percentage of orders placed by health 
facilities as emergency orders
 
  Percent of supply chain positions vacant
 
  

•
•

•

•
•
•

•

Forecast accuracy•

•
•
•
•
•
•

On-time delivery to facility 
Cost of distribution operation

•
•

Staff turnover rate•

Facility reporting rates on time•

•
•

Vendor on-time and in full delivery rate
Percent of international reference price paid 

•

Facility reporting rates - complete reports 
  

•

Examples of KPI tracking tools 



KPI dashboard

Dashboards are designed to track performances of vendors against standards set in the contract. The format 
and mix of the KPIs can be adapted to measure activities (e.g. On-Time In-Full, cycle time, order frequency, 
availability, pricing adherence).

The KPI tracker example below is monitoring: 

• Forecasting and supply chain accuracy 
• Procurement 
• Human resources 
• Warehousing 
• Reporting 
• Testing 

Heat map

Furthest from performance 
standard
>40% from standard
30 to 40% from standard
20 to 30% from standard
10 to 20% from standard
0 to 10% from standard
Meets standard
Meets/exceeds
performance standard

KPI Performance
standard

Performance
standard

Forecasting
Forecasting accuracy >75% and >125% 25%

10%

>85% 85%
105%
5%
60%
95%
95%

<105%
<5%
>60%

>95%
>95%
>0%

>90%

100%
100%

>0%

>95%

<15%

>4% 4%

15%
90%

100%

100%

95%

>90% and >110%Supply plan accuracy

Vendor on-time and in full delivery rate
Percentage of international price paid
Percentage of procurement orders that were emergency orders

Percentage of orders through framework orders

Supplier full rate
Percentage of procurement that are made based on the NEML
Average number of days for customer clearance

Stock turnover per annum 

Procurement

Warehousing and storage

Human resources

Reporting

Testing

Staff turnover rate

Facility reporting on-time rates

Facility reporting complete

Percentage of batches tested for quality

Percentage of batches tested that meet quality standards

Vacancy rate



Implement 

Governance 
procedures
Good governance procedures are 
critical to guide and regulate the 
supplier relationship and ongoing plan

In this section you will learn

• Establish governance procedures for senior management within both parties
• Learn how to hold structured, well-documented and timeous review meetings with the vendor
• Discover how to determine if KPIs are being met and what to do if they are or are not

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

The context of good governance

Governance refers to the management procedures, activities, and reporting that guide the relationship with 
the vendor by the ministry of health to ensure performance is delivered against the contract requirements. 
Governance procedures establish the routines, roles and responsibilities for accountability within the contract. 
They also drive an enabling and high-performance environment for outsourcing partnerships. 

In the terms of the contract, the third-party service provider must not only have the human and financial 
resources to fulfil its contractual supply chain obligations effectively and efficiently but also the capability to 
report to the client (the ministry of health) in a transparent and timely manner as to its performance delivery.

The establishment of governance procedures is done by the ministry of health and agreed to by the vendor. 
It includes the appointment of a Logistics Lead, an operations management team, assigning roles and 
responsibilities/accountabilities, setting meeting dates, the frequency of reviews and the development of KPIs 
(KPI) reporting formats. For instance, in an outsourced warehouse contract, outsourcing partners may provide 
the physical assets, equipment, and inventory management systems and pick-pack staffing. The ministry 
of health may have senior management oversight of the warehouse – it is important to define these roles 
specifically upfront and leverage each other’s capabilities to deliver high performance.

The scope and detail of these procedures will vary according to the size and complexity of what is being 
outsourced and could include the formation of: 

• Steering Committee (cross-functional) including the Ministry of Health Lead, Vendor Lead, relevant 
departmental heads

• An implementation team including the Logistics Functional Head, Vendor Operations Head, Technical 
Support (as required) 

 



Activities that build collaboration

Openness and 
trust

An environment of trust 
reduces defensiveness 
when issues are raised. 
People react more 
honestly, ask questions 
more frequently, and 
are more spontaneous 
with their comments 
and ideas. This drives 
joint partnering. 

Resolve 
differences

Issues are resolved 
more effectively when 
performance challenges 
and alternative 
solutions discussed. 
Management teams 
must express opinions 
in a ‘safe talk’ manner 
in the interests of 
improving supply chain 
performance.

Focus

There should be a 
commitment at all levels 
to remove complexity. 
Being results-driven and 
having a collaborative 
approach are not 
mutually exclusive, 
but dependent on 
one another. Changes 
will occur in the 
outsourcing supplier 
project but having a 
joint partnering attitude 
and keeping issues 
separated can inform 
and deliver  good 
outcomes.

Leverage strengths

It is important to 
leverage the strengths 
of both parties in the 
outsourcing contract 
to close gaps. Supply 
chain performance is 
improved by recognising 
what the ministry of 
health and outsourcing 
parties respectively 
bring to the contract.

Summary of Process Step: Implement
In this Process Step, Implement, you have learnt critical success factors for contract implementation and the 
steps needed to implement a contract. These steps include managing the transition process, monitoring and 
tracking performance and how to establish good governance procedures. Finally, Implement provided a few 
examples of best practices and lessons learnt from implementing outsourcing in Mozambique.

The focus of the Outsourcing Toolkit will now shift to the cross-cutting Enabler Tools which support the Process 
Steps. 



Mozambique 
example

In 2015/2016, 
an outsourced 
third-party 
logistics 
arrangement 
was developed 
to improve 
last-mile 
delivery in 
Mozambique’s 
Tete province 

In late 2015, Village Reach in partnership with the 
Mozambican Provincial Health Directorate to begin a 
3PL arrangement with Bolloré Transport & Logistics in 
Tete province, across five districts.

The project was delivered successfully along with three strategic 
principles:

1.   Strengthened stakeholder and technical management through clear
      governance structures.
2.   Improved data collection and systems for end-to-end visibility and
      accountability metrics.
3.   Capacity building (training and coaching) to support logistics
      management.

Over five months of implementation, vaccine stockouts decreased from 42% 
to 4%, and antiretroviral drugs stockouts decreased from 27% to 12%. 

This project is evidence of the successful implementation of an outsourced 
arrangement with 3PLs.



In 2018, the Ministry of Health / Ministério da Saúde 
(MISAU) and Provincial Health Directorate / Direcção 
Provincial de Saúde determined a functional performance 
opportunity to strengthen last mile distribution. 

The project built on the success of the 3PL arrangement in Tete 
province in 2015/2016.

It began with VillageReach, acting as a technical assistant with support 
from USAID, partnered with the MISAU to outsource distribution of 
vaccines and essential medicines to fourth-party logistics (4PL) providers 
– Bolloré Transport & Logistics (Tete and Zambézia provinces) and Agility 
(Nampula province) – from a provincial warehouse to health facilities at 
the last mile.

The parties started by aligning with the national policy, then established 
logistics technical working groups and set up planning and accountability 
systems with appropriate KPIs. KPI examples included delivery cycles and 
cold chain handling in adherence to a service level agreement.

In addition, VillageReach facilitated ongoing training for the provincial 
teams to transition to the outsourced arrangement. This was captured in 
a toolkit that provides tools/guides for ways of working and governance 
between the public sector and outsourced partners 

The project began in two districts in 2018 in Zambézia province and 
has now expanded to 949 health facilities in Sofala, Tete, Inhambane, 
and Nampula provinces. 

Mozambique 
example

Lessons 
learned for 
successful 
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Introduction to 
Enabler Tools
The Enabler Tools support the Process 
Steps to allow for a smoother quicker 
transition to successful outsourcing.

As you work through the Enabler Tools, you will learn:

• How relevant public policy, national laws and regulations assist or hinder outsourcing
• How to implement advocacy and governance practices and tools that enhance senior management buy-in 

to outsourcing and build an enabling environment 
• How to develop human resources and capacities, developing organisational structure in order to manage 

a successful outsourced relationship with people inside and outside your organisation
• How identifying and utilising systems and technology can enhance reporting, visibility, decision-making and 

supply chain performance
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The four Enabler Tools are cross-cutting and can be used throughout the 
outsourcing process.

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

About the Enabler Tools

The foundation blocks of the OSTK framework are the Enabler Tools. They cover the supporting Policy, Advocacy 
and Governance, People and Technology tools and guides used to enhance and assist the Process Steps.



Key questions each Enabler Tool is answering 

Like the Process Steps, the Enabler Tools have been designed to answer common problems in supply chain 
outsourcing. Identifying the questions that you are looking for answers to, can help you determine which 
Enabler Tool to use. 

Policy:
• What polices exist that positively or negatively 

impact outsourcing?
• What outsourcing practices have enhanced 

supply chain performance and created 
collaborative partnerships?

Advocacy and governance:
• How is outsourcing viewed within 

government?
• What engagement processes can enhance 

public-private communications and trust?

People:
• How to transition the current workforce?
• How to manage the impact of change?
• What reforms are needed?
• What internal skills are needed to manage 

third-parties?

Technology:
• How to make use of systems and technologies 

for effective outsourcing arrangements
• What systems and technology can be 

outsourced to improve reporting, visibility and 
strengthen supply chains?



Enabler Tool

Policy
This Enabler Tool provides guidelines 
and approaches to policy that create an 
enabling environment for outsourcing.

As you work through the Enabler Tools, you will learn:

• How to understand the local policy and regulatory environment
• What the guidelines, standards and regulations are for private sector (non-governmental) actors
• How procurement policies guide your day-to-day decision making
• How to influence outsourcing along the supply chain

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

This Enabler Tool references and assesses national policy, legislation and 
regulatory frameworks that relate to public procurement and public-
private partnerships in health. 

Transparent and well-defined legal and policy frameworks support synergies for public and private partners. 
As a result, Policy focuses on understanding the local policy and regulatory environment, the guidelines, 
standards and regulations for private sector (non-governmental) actors, and how these work in practice – such 
as how they influence (positively or negatively) outsourcing along the supply chain. Good governance creates 
an enabling environment for external organisations to operate.

Procurement policies underpin outsourcing arrangements. For this Enabler Tool, you’ll need a clear 
understanding of how procurement policies guide your day-to-day decision-making. This will ensure any 
outsourcing decisions reflect the overall goal of public procurement and embody the core principles.

An introduction to policy tools Examples of effective policy tools

In Policy you will find

Policy will help you determine:

• What policy and regulatory frameworks, most notably procurement-related, exist and influence outsourcing 
along the supply chain

• Which stakeholders need to be engaged
• What policy practices from other countries can be referenced as good practice in support of outsourcing



Assess: 
Ensure alignment of the capability maturity model and scores to the country’s defined policy goals; identify 
relevant stakeholders through policy document; understand where the role of the private sector; note what 
functions have been outlined by the government as core versus noncore to facilitate outsourcing decision.

Policy connects to the following Process steps:

The Policy Enabler Tool will support you with a:

• A comprehensive view of the benefits of deliberate and well-defined policy
• Sound understanding of local procurement policy relevant to outsourcing
• Clarity regarding private sector fit in the supply chain 
• Communication of policy guidelines and standards with respect to outsourcing mandates 

Working through policy will help you with the following activities:

• Determining relevant country policy and regulatory frameworks, specifically procurement policy as it 
relates to outsourcing

• Aligning stakeholders to policy documents, standards, guidelines, regulations
• Engaging suppliers through policy guidelines for optimised outsourcing partnerships
• Identifying stakeholders



Policy 

Introduction to 
procurement policies

In this section you will learn:

• About the broader context in which the public health supply chain operates 
• What procurement policies consist of 
• What procurement policies set out to achieve
• The benefits of procurement policies for outsourcing
• A ‘how-to’ approach to understand existing policy tools and their impact on outsourcing
• How policy tools can be tailored to different income levels

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Introduction to guidelines, 
regulations, standards and 
procedures for outsourcing

A public health supply chain is part of a broader 
interconnected network that ensures the availability 
of health commodities to people who need them. This 
network sits within a country’s health system and 
the operational and contextual environments. This 
supply chain is affected by a wide range of contextual, 
operational and health system factors. 

An understanding of this broader context and the 
interplay between these factors is important because 
public-private partnerships are most successful when they 
accommodate the socioeconomic, political, health and 
developmental contexts in which they find themselves. 
Considering how a change in policy for outsourcing could 
affect other contexts is essential to policy development.

Outsourcing is understood as the moving of internal aspects of an organisation such as production, services, 
or business functions to an outside party or supplier. Procurement policy is a governance tool that shapes the 
environment for outsourcing to mitigate risks. As a result, outsourcing in the public sector is a function of a 
procurement policy that is usually developed from a procurement legal framework (law or regulation) that has 
been sanctioned by the judicial system of a particular country. Procurement policy is country-dependent, with 
some countries writing specific, standalone procurement policy whilst others referring to good procurement 
practices within existing policies relevant to the outsourcing process — see country examples. 

Procurement legal and policy frameworks govern the management of the entire outsourcing process from 
identification of an outsourcing requirement to the signing-off of a contract, offering guidelines and manuals, 
rules and regulations, standards and procedures to assist in the following of good conduct. In general, 
procurement policy ensures quality-control, equity, and ethics are safeguarded during the outsourcing process 
which can be highly complex and involve multiple stakeholders, mitigating risks associated with outsourcing. 
Good practice indicates procurement policies should be well-defined, transparent and clearly articulated for 
all users.
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What do procurement policies set out to achieve?2

Procurement policies encompass five core principles that aim to award a cost-effective contract to a qualified 
vendor.

1. Economy: 
Procurement decisions are justified on the basis of the best value for money, not necessarily the lowest price. 
This emphasises the need to manage public resources with care and due diligence to avoid fraud and waste.

2. Transparency:
Ensures information on the outsourcing process is made available to relevant stakeholders including 
contractors, suppliers, service providers and the general public (unless confidential information is justified). 
This assures confidence among stakeholders in the process.

3. Open and effective competition:
Public procurement requirements should be widely disseminated, where possible, for a good market response 
that encourages effective competition and eliminates bias. All eligible organisations should be permitted to 
participate. Non-competitive procurement methods are justified only under certain conditions.

4. Ethics and fairness:
Ensures all parties in the outsourcing process comply with ethical standards. Business is conducted in a fair 
manner; contracts are awarded objectively not preferentially. Conflicts of interest are recognised and dealt 
with appropriately.

5. Accountability and reporting: 
Anyone involved in the outsourcing process is responsible for their plans, actions and outcomes. Public 
reporting that allows for external scrutiny is an essential element of accountability.

Benefits of procurement policy tools for outsourcing3

Vision and goals:
Defines a vision and set of goals for the sector alongside defined stakeholder roles and responsibilities. This 
allows outsourcing partners to determine where they fit in and how they can help, while assisting the public 
sector to leverage external expertise effectively.

Synergies:
Creates synergies between the public sector and private vendors based on a mutual understanding of the 
benefits of outsourcing and/or private sector engagement, and the procedures to follow.

Oversight and accountability:
Retains the public sector’s oversight role to hold vendors to account and ensure all components fit into one 
high-performing and integrated supply chain network.

Transparency and fair dealing: 
Establishes partnerships on the basis of mutual trust, respect and integrity, and ensures information and 
proceedings are readily available for and accessible to all parties.

Tailored solutions:
Promotes outsourcing solutions that are tailored to local environments.

Public good:
Maintains the public sector working for the public good to ensure that quality health products are made 
available and accessible to populations.



The purpose of Enabler Tool A: Policy is to offer guidelines and approaches to policy that 
create an enabling environment for outsourcing. This Enabler Tool references and assesses
national policy, legislation and regulatory frameworks that relate to public procurement and
public-private partnerships in health. It focuses on understanding the local policy and
regulatory environment, the guidelines, standards and regulations for private sector 
(nongovernmental) actors, and how these work in practice – such as how they influence
(positively or negatively) outsourcing along the supply chain. This assists the user to make 
effective outsourcing decisions.

For this Enabler Tool you’ll need a clear understanding of how procurement policies guide
your day-to-day decision-making as this will ensure any outsourcing decisions made reflect
the overall goal of public procurement and embody the core principles.

Back to top

Examples of effective policy tools

Home Framework Process Steps Enabler Tools Case Studies ContactTools

A. Policy

Approach

Decisions and 
outcomes

- What policy and regulatory
frameworks, most notably 
procurement-related, exist and 
influence outsourcing along 
the supply chain?

- Which stakeholders need to be
engaged? (including Policy and 
Planning)

- What policy practices from
other countries can be 
referenced as good practice in 
support of outsourcing?

Information and 
activities

- Determine relevant country
policy and regulatory 
frameworks, specifically 
procurement policy as it 
relates to outsourcing

- Align stakeholders to policy
documents, standards, 
guidelines, regulations

- Engage suppliers through
policy guidelines for optimised 
outsourcing partnerships

End of Process 
checklist

Clarity as to what parts of the 
supply chain are under 
performing

Clarity as to what parts of the 
supply chain might become 
bottlenecks to achieving goals?

Consensus to investigate 
potential outsourcing options 
further

Baseline dataset as input to the 
outsourcing investment case in 
the next Process Step (Evaluate)

Points to 
remember

- Good governance creates an
enabling environment for 
external organisations to 
operate

- Procurement policies underpin
outsourcing arrangements

- Note that transparent and
well-defined legal and policy 
frameworks support synergies 
for public and private partners

Introduction to guidelines, regulations, standards and 
procedures for outsourcing1

Outsourcing is understood as the moving of internal aspects of an organisation such as production, services, or business functions to an outside party
or supplier. Procurement policy is a governance tool that shapes the environment for outsourcing to mitigate risks. As a result, outsourcing in the public
sector is a function of procurement policy that is usually developed from a procurement legal framework (law or regulation) that has been sanctioned by
the judicial system of a particular country.

Procurement policy is country-dependent, with some countries writing speci�c, standalone procurement policy whilst others referring to good
procurement practices within existing policies relevant to the outsourcing process — see country examples.

Procurement legal and policy frameworks govern the management of the entire outsourcing process from identi�cation of an outsourcing requirement
to the signing-o� of a contract, o�ering guidelines and manuals, rules and regulations, standards and procedures to assist in the following of good
conduct. In general, procurement policy ensures quality-control, equity, and ethics are safeguarded during the outsourcing process which can be highly
complex and involve multiple stakeholders, mitigating risks associated with outsourcing. Good practice indicates procurement policies should be wellde�ned,
transparent and clearly articulated for all users.

A. Policy

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

B. Advocacy and Governance

D. Technology

Links to Process Steps
This enabler tool connects to:

1. Assess
ensuring alignment of Capability
Maturity Model and scores to the country’s
defined policy goals; identifying relevant
stakeholders through policy document;
understanding where the role of private
sector; noting what functions have been
outlined by government as core versus 
noncore to facilitate outsourcing decision.

Enabler tools or 
guidelines

Policy assessment tools along supply 
chain functions

Existing country policy documents

What do procurement policies set out to achieve?2

Procurement policies encompass �ve core principles that aim to award a cost-e�ective contract to a quali�ed vendor.

1. Economy: Procurement decisions are justi�ed on the basis of best value for money, not necessary the lowest price. This emphasises the need to
manage public resources with care and due diligence to avoid fraud and waste.

2. Transparency: Ensures information on the outsourcing process is made available to relevant stakeholders including contractors, suppliers, service
providers and the general public (unless con�dential information is justi�ed). This assures con�dence among stakeholders in the process.

3. Open and effective competition: Public procurement requirements should be widely disseminated, where possible, for a good market response
that encourages e�ective competition and eliminates bias. All eligible organisations should be permitted to participate. Non-competitive procurement
methods are justi�ed only under certain conditions.

4. Ethics and fairness: Ensures all parties in the outsourcing process comply with ethical standards. Business is conducted in a fair manner; contracts
are awarded objectively not preferentially. Con�icts of interest are recognised and dealt with appropriately.

5. Accountability and reporting: Anyone involved in the outsourcing process is responsible for their plans, actions and outcomes. Public reporting
that allows for external scrutiny is an essential element of accountability.

Benefits of procurement policy tools for outsourcing3

Vision and goals: De�nes a vision and set of goals for the sector alongside de�ned stakeholder roles and responsibilities. This allows outsourcing
partners to determine where they �t in and how they can help, while assisting the public sector to leverage external expertise e�ectively.

Synergies: Creates synergies between the public sector and private vendors based on a mutual understanding of the bene�ts of outsourcing and/or
private sector engagement, and the procedures to follow.

Oversight and accountability: Retains the public sector’s oversight role to hold vendors to account and ensure all components �t into one highperforming
and integrated supply chain network.

Transparency and fair dealing: Establishes partnerships on the basis of mutual trust, respect and integrity, and ensures information and proceedings
are readily available for and accessible to all parties.

Tailored solutions: Promotes outsourcing solutions that are tailored to local environments.

Public good: Maintains the public sector working for the public good to ensure that quality health products are made available and accessible to
populations.

Procurement policies underpin the planning, organisation, coordination and control of outsourcing arrangements. Procurement-related policy 
is used along the outsourcing journey.

Start Outsourcing Initiative Timeline End

Needs 
Identification

Service
Specification

RFP’s and 
Supplier Selection

Negotiation 
and bidding

Contract Award 
(signing)

Managing and
Measuring 
Supplier 
Performance

Underpinned by relevant policy, for example: Public Procurement Acts: detailed rules on tendering procedures and technical 
specifications; guidelines on the evaluation of tenders; rules on post-contract publications; contract management policies and 
procedures; dispute mechanisms to suport compliance

A ʻhow toʼ approach to understand existing policy tools and 
their impact on outsourcing7

A methodical approach is useful to assess existing procurement policy and how it informs the outsourcing agenda:

What

Why has this policy tool 
been developed ?

- Identifying the high-level 
vision for public sector
procurement and/or
outsourcing

WhenHow WhoWhy

What goals has this policy 
articulated to achieve 
the vision?

- Locating and unpacking the
practical policy goals for
procurement in a sector 
(e.g. health)

How do the policy goals
identified get executed in
practice?

- Outlining the means and
tools for implementation
of public procurement
and/or outsourcing

- Considering governance
of the procurement 
process

Who executes the policy
tool, who does the policy 
tool affect?

- Defining the relevant
stakeholder relationships,
contributions, 
accountabilities and 
beneficiaries

When does the policy
tool come into effect?

- Understanding highlevel
timelines and an action 
plan for implementation 
of procurement and/or
outsourcing processes

Assessing existing procurement policy to understand the environment for outsourcing

Health supply chain network 
and the overarching role 
of governance5

Health system governance contributes to supply chain 
performance. Policy and legislation are overarching governance 
tools that create an enabling environment for outsourcing.

Country policy and legislation make up the governance of the
health system and the healthcare supply chain. Governance
is an overarching factor that is defined by the public sector.
Good governance is aided by clear policy and regulations
that are well-defined and properly enforced. Good
governance creates an enabling environment for the private
sector to operate, which facilitates outsourcing initiatives.

Tailoring policy tools to 
differing income levels6

Policy tools for outsourcing can be tailored appropriately for 
differing national income levels.

Tailored policy objectives:

High-income countries face the challenge of obtaining 
innovative and costly treatments for a broad population 
covered by health insurance.

Middle-income countries seek to do the same as their 
low-income counterparts, but additionally they cater for a 
wealthier urban population.

Low-income countries seek to secure medicines to achieve 
public health.

The private sector plays a varying role depending on country
classification. Outsourcing initiatives will therefore differ.

Health system governance
Policy and legislation 

Human Resources for health 

Population

Health 
Financing

Supply chain 
financing

Health product 
Supply chain

Forecasting, 
procurement, 
distribution

Health Info 
systems

Logistics Management 
Information Systems

High-income countries
Universal access to all treatments and support for innovation through 
research and development of new medicines and treatments

Middle-income countries
Access to a broader range of medicines, poooled 
financing mechanisms, and industrial development in 
the pharmaceutical sector

Low-income countries
Access to quality acute and 
chronic medicines

1 Source: Mihaela Grubišić Šeba, March 2018. Outsourcing Rules in the Public and Private Sector in Positive 
and Negative Aspects of Outsourcing (2018), Available: https://www.intechopen.com/books/positive-and-
negative-aspects-of-outsourcing/outsourcing-rules-in-the-public-and-the-privatesector

2 Source: Jorge Lynch. 2013. Public Procurement: Principles, Categories and Methods. Leanpub. Available 
(ebook): https://leanpub.com/procurement-principles-categories-and-methods/read

3 Source: John Snow Inc. July 2016. Getting Products to People: How Private Sector Solutions Can Strengthen 
Supply Chains for Public Health.

4 Source: Lighthouse Team Analysis 2020; John Snow Inc. (JSI). January 2012. Getting Products to People: The 
JSI Framework for Integrated Supply Chain Management in Public Health.

5 Source: Prashant Yadav. 2015. Health Product Supply Chains in Developing Countries: Diagnosis of the Root 
Causes of Underperformance and an Agenda for Reform. Health Systems & Reform, 1:2, 142-154.

6 Source: Andreas Seiter, 2010. A Practical Approach to Pharmaceutical Policy. Washington: The World Bank.

7 Source: Dalberg Global Development Advisors/MIT-Zaragoza International Logistics Programme. October 2008. 
The Private Sector’s Role in Health Supply Chains. Technical Partner Paper 3.

8 Source: Lighthouse Team Analysis 2020, adapted from Michael Howlett. Policy Design: What, Who, How and Why? 
in Public Instruments and their Effects [French]. Available: https://www.researchgate.net/publication/307638330_
Policy_Design_What_Who_How_and_Why.

Procurement policies underpin the planning, organisation, coordination and control of outsourcing 
arrangements. Procurement-related policy is used along the outsourcing journey.

A ‘how-to’ approach to understand existing policy tools and their impact 
on outsourcing7

A methodical approach is useful to assess existing procurement policy and how it informs the outsourcing 
agenda:

 

The purpose of Enabler Tool A: Policy is to offer guidelines and approaches to policy that 
create an enabling environment for outsourcing. This Enabler Tool references and assesses
national policy, legislation and regulatory frameworks that relate to public procurement and
public-private partnerships in health. It focuses on understanding the local policy and
regulatory environment, the guidelines, standards and regulations for private sector 
(nongovernmental) actors, and how these work in practice – such as how they influence
(positively or negatively) outsourcing along the supply chain. This assists the user to make 
effective outsourcing decisions.

For this Enabler Tool you’ll need a clear understanding of how procurement policies guide
your day-to-day decision-making as this will ensure any outsourcing decisions made reflect
the overall goal of public procurement and embody the core principles.
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Examples of effective policy tools

Home Framework Process Steps Enabler Tools Case Studies ContactTools

A. Policy

Approach

Decisions and 
outcomes

- What policy and regulatory
frameworks, most notably 
procurement-related, exist and 
influence outsourcing along 
the supply chain?

- Which stakeholders need to be
engaged? (including Policy and 
Planning)

- What policy practices from
other countries can be 
referenced as good practice in 
support of outsourcing?

Information and 
activities

- Determine relevant country
policy and regulatory 
frameworks, specifically 
procurement policy as it 
relates to outsourcing

- Align stakeholders to policy
documents, standards, 
guidelines, regulations

- Engage suppliers through
policy guidelines for optimised 
outsourcing partnerships

End of Process 
checklist

Clarity as to what parts of the 
supply chain are under 
performing

Clarity as to what parts of the 
supply chain might become 
bottlenecks to achieving goals?

Consensus to investigate 
potential outsourcing options 
further

Baseline dataset as input to the 
outsourcing investment case in 
the next Process Step (Evaluate)

Points to 
remember

- Good governance creates an
enabling environment for 
external organisations to 
operate

- Procurement policies underpin
outsourcing arrangements

- Note that transparent and
well-defined legal and policy 
frameworks support synergies 
for public and private partners

Introduction to guidelines, regulations, standards and 
procedures for outsourcing1

Outsourcing is understood as the moving of internal aspects of an organisation such as production, services, or business functions to an outside party
or supplier. Procurement policy is a governance tool that shapes the environment for outsourcing to mitigate risks. As a result, outsourcing in the public
sector is a function of procurement policy that is usually developed from a procurement legal framework (law or regulation) that has been sanctioned by
the judicial system of a particular country.

Procurement policy is country-dependent, with some countries writing speci�c, standalone procurement policy whilst others referring to good
procurement practices within existing policies relevant to the outsourcing process — see country examples.

Procurement legal and policy frameworks govern the management of the entire outsourcing process from identi�cation of an outsourcing requirement
to the signing-o� of a contract, o�ering guidelines and manuals, rules and regulations, standards and procedures to assist in the following of good
conduct. In general, procurement policy ensures quality-control, equity, and ethics are safeguarded during the outsourcing process which can be highly
complex and involve multiple stakeholders, mitigating risks associated with outsourcing. Good practice indicates procurement policies should be wellde�ned,
transparent and clearly articulated for all users.

A. Policy

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

B. Advocacy and Governance

D. Technology

Links to Process Steps
This enabler tool connects to:

1. Assess
ensuring alignment of Capability
Maturity Model and scores to the country’s
defined policy goals; identifying relevant
stakeholders through policy document;
understanding where the role of private
sector; noting what functions have been
outlined by government as core versus 
noncore to facilitate outsourcing decision.

Enabler tools or 
guidelines

Policy assessment tools along supply 
chain functions

Existing country policy documents

What do procurement policies set out to achieve?2

Procurement policies encompass �ve core principles that aim to award a cost-e�ective contract to a quali�ed vendor.

1. Economy: Procurement decisions are justi�ed on the basis of best value for money, not necessary the lowest price. This emphasises the need to
manage public resources with care and due diligence to avoid fraud and waste.

2. Transparency: Ensures information on the outsourcing process is made available to relevant stakeholders including contractors, suppliers, service
providers and the general public (unless con�dential information is justi�ed). This assures con�dence among stakeholders in the process.

3. Open and effective competition: Public procurement requirements should be widely disseminated, where possible, for a good market response
that encourages e�ective competition and eliminates bias. All eligible organisations should be permitted to participate. Non-competitive procurement
methods are justi�ed only under certain conditions.

4. Ethics and fairness: Ensures all parties in the outsourcing process comply with ethical standards. Business is conducted in a fair manner; contracts
are awarded objectively not preferentially. Con�icts of interest are recognised and dealt with appropriately.

5. Accountability and reporting: Anyone involved in the outsourcing process is responsible for their plans, actions and outcomes. Public reporting
that allows for external scrutiny is an essential element of accountability.

Benefits of procurement policy tools for outsourcing3

Vision and goals: De�nes a vision and set of goals for the sector alongside de�ned stakeholder roles and responsibilities. This allows outsourcing
partners to determine where they �t in and how they can help, while assisting the public sector to leverage external expertise e�ectively.

Synergies: Creates synergies between the public sector and private vendors based on a mutual understanding of the bene�ts of outsourcing and/or
private sector engagement, and the procedures to follow.

Oversight and accountability: Retains the public sector’s oversight role to hold vendors to account and ensure all components �t into one highperforming
and integrated supply chain network.

Transparency and fair dealing: Establishes partnerships on the basis of mutual trust, respect and integrity, and ensures information and proceedings
are readily available for and accessible to all parties.

Tailored solutions: Promotes outsourcing solutions that are tailored to local environments.

Public good: Maintains the public sector working for the public good to ensure that quality health products are made available and accessible to
populations.

Procurement policies underpin the planning, organisation, coordination and control of outsourcing arrangements. Procurement-related policy 
is used along the outsourcing journey.

Start Outsourcing Initiative Timeline End

Needs 
Identification

Service
Specification

RFP’s and 
Supplier Selection

Negotiation 
and bidding

Contract Award 
(signing)

Managing and
Measuring 
Supplier 
Performance

Underpinned by relevant policy, for example: Public Procurement Acts: detailed rules on tendering procedures and technical 
specifications; guidelines on the evaluation of tenders; rules on post-contract publications; contract management policies and 
procedures; dispute mechanisms to suport compliance

A ʻhow toʼ approach to understand existing policy tools and 
their impact on outsourcing7

A methodical approach is useful to assess existing procurement policy and how it informs the outsourcing agenda:

What

Why has this policy tool 
been developed ?

- Identifying the high-level 
vision for public sector
procurement and/or
outsourcing

WhenHow WhoWhy

What goals has this policy 
articulated to achieve 
the vision?

- Locating and unpacking the
practical policy goals for
procurement in a sector 
(e.g. health)

How do the policy goals
identified get executed in
practice?

- Outlining the means and
tools for implementation
of public procurement
and/or outsourcing

- Considering governance
of the procurement 
process

Who executes the policy
tool, who does the policy 
tool affect?

- Defining the relevant
stakeholder relationships,
contributions, 
accountabilities and 
beneficiaries

When does the policy
tool come into effect?

- Understanding highlevel
timelines and an action 
plan for implementation 
of procurement and/or
outsourcing processes

Assessing existing procurement policy to understand the environment for outsourcing

Health supply chain network 
and the overarching role 
of governance5

Health system governance contributes to supply chain 
performance. Policy and legislation are overarching governance 
tools that create an enabling environment for outsourcing.

Country policy and legislation make up the governance of the
health system and the healthcare supply chain. Governance
is an overarching factor that is defined by the public sector.
Good governance is aided by clear policy and regulations
that are well-defined and properly enforced. Good
governance creates an enabling environment for the private
sector to operate, which facilitates outsourcing initiatives.

Tailoring policy tools to 
differing income levels6

Policy tools for outsourcing can be tailored appropriately for 
differing national income levels.

Tailored policy objectives:

High-income countries face the challenge of obtaining 
innovative and costly treatments for a broad population 
covered by health insurance.

Middle-income countries seek to do the same as their 
low-income counterparts, but additionally they cater for a 
wealthier urban population.

Low-income countries seek to secure medicines to achieve 
public health.

The private sector plays a varying role depending on country
classification. Outsourcing initiatives will therefore differ.

Health system governance
Policy and legislation 

Human Resources for health 

Population

Health 
Financing

Supply chain 
financing

Health product 
Supply chain

Forecasting, 
procurement, 
distribution

Health Info 
systems

Logistics Management 
Information Systems

High-income countries
Universal access to all treatments and support for innovation through 
research and development of new medicines and treatments

Middle-income countries
Access to a broader range of medicines, poooled 
financing mechanisms, and industrial development in 
the pharmaceutical sector

Low-income countries
Access to quality acute and 
chronic medicines

1 Source: Mihaela Grubišić Šeba, March 2018. Outsourcing Rules in the Public and Private Sector in Positive 
and Negative Aspects of Outsourcing (2018), Available: https://www.intechopen.com/books/positive-and-
negative-aspects-of-outsourcing/outsourcing-rules-in-the-public-and-the-privatesector

2 Source: Jorge Lynch. 2013. Public Procurement: Principles, Categories and Methods. Leanpub. Available 
(ebook): https://leanpub.com/procurement-principles-categories-and-methods/read

3 Source: John Snow Inc. July 2016. Getting Products to People: How Private Sector Solutions Can Strengthen 
Supply Chains for Public Health.

4 Source: Lighthouse Team Analysis 2020; John Snow Inc. (JSI). January 2012. Getting Products to People: The 
JSI Framework for Integrated Supply Chain Management in Public Health.

5 Source: Prashant Yadav. 2015. Health Product Supply Chains in Developing Countries: Diagnosis of the Root 
Causes of Underperformance and an Agenda for Reform. Health Systems & Reform, 1:2, 142-154.

6 Source: Andreas Seiter, 2010. A Practical Approach to Pharmaceutical Policy. Washington: The World Bank.

7 Source: Dalberg Global Development Advisors/MIT-Zaragoza International Logistics Programme. October 2008. 
The Private Sector’s Role in Health Supply Chains. Technical Partner Paper 3.

8 Source: Lighthouse Team Analysis 2020, adapted from Michael Howlett. Policy Design: What, Who, How and Why? 
in Public Instruments and their Effects [French]. Available: https://www.researchgate.net/publication/307638330_
Policy_Design_What_Who_How_and_Why.

Health supply chain network and 
the overarching role of governance5

Health system governance contributes to supply chain 
performance. Policy and legislation are overarching 
governance tools that create an enabling environment 
for outsourcing.

Country policy and legislation make up the governance 
of the health system and the healthcare supply chain. 
Governance is an overarching factor that is defined 
by the public sector. Good governance is aided by 
clear policy and regulations that are well-defined 
and properly enforced. Good governance creates 
an enabling environment for the private sector to 
operate, which facilitates outsourcing initiatives.

The purpose of Enabler Tool A: Policy is to offer guidelines and approaches to policy that 
create an enabling environment for outsourcing. This Enabler Tool references and assesses
national policy, legislation and regulatory frameworks that relate to public procurement and
public-private partnerships in health. It focuses on understanding the local policy and
regulatory environment, the guidelines, standards and regulations for private sector 
(nongovernmental) actors, and how these work in practice – such as how they influence
(positively or negatively) outsourcing along the supply chain. This assists the user to make 
effective outsourcing decisions.

For this Enabler Tool you’ll need a clear understanding of how procurement policies guide
your day-to-day decision-making as this will ensure any outsourcing decisions made reflect
the overall goal of public procurement and embody the core principles.

Back to top

Examples of effective policy tools

Home Framework Process Steps Enabler Tools Case Studies ContactTools

A. Policy

Approach

Decisions and 
outcomes

- What policy and regulatory
frameworks, most notably 
procurement-related, exist and 
influence outsourcing along 
the supply chain?

- Which stakeholders need to be
engaged? (including Policy and 
Planning)

- What policy practices from
other countries can be 
referenced as good practice in 
support of outsourcing?

Information and 
activities

- Determine relevant country
policy and regulatory 
frameworks, specifically 
procurement policy as it 
relates to outsourcing

- Align stakeholders to policy
documents, standards, 
guidelines, regulations

- Engage suppliers through
policy guidelines for optimised 
outsourcing partnerships

End of Process 
checklist

Clarity as to what parts of the 
supply chain are under 
performing

Clarity as to what parts of the 
supply chain might become 
bottlenecks to achieving goals?

Consensus to investigate 
potential outsourcing options 
further

Baseline dataset as input to the 
outsourcing investment case in 
the next Process Step (Evaluate)

Points to 
remember

- Good governance creates an
enabling environment for 
external organisations to 
operate

- Procurement policies underpin
outsourcing arrangements

- Note that transparent and
well-defined legal and policy 
frameworks support synergies 
for public and private partners

Introduction to guidelines, regulations, standards and 
procedures for outsourcing1

Outsourcing is understood as the moving of internal aspects of an organisation such as production, services, or business functions to an outside party
or supplier. Procurement policy is a governance tool that shapes the environment for outsourcing to mitigate risks. As a result, outsourcing in the public
sector is a function of procurement policy that is usually developed from a procurement legal framework (law or regulation) that has been sanctioned by
the judicial system of a particular country.

Procurement policy is country-dependent, with some countries writing speci�c, standalone procurement policy whilst others referring to good
procurement practices within existing policies relevant to the outsourcing process — see country examples.

Procurement legal and policy frameworks govern the management of the entire outsourcing process from identi�cation of an outsourcing requirement
to the signing-o� of a contract, o�ering guidelines and manuals, rules and regulations, standards and procedures to assist in the following of good
conduct. In general, procurement policy ensures quality-control, equity, and ethics are safeguarded during the outsourcing process which can be highly
complex and involve multiple stakeholders, mitigating risks associated with outsourcing. Good practice indicates procurement policies should be wellde�ned,
transparent and clearly articulated for all users.

A. Policy

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

B. Advocacy and Governance

D. Technology

Links to Process Steps
This enabler tool connects to:

1. Assess
ensuring alignment of Capability
Maturity Model and scores to the country’s
defined policy goals; identifying relevant
stakeholders through policy document;
understanding where the role of private
sector; noting what functions have been
outlined by government as core versus 
noncore to facilitate outsourcing decision.

Enabler tools or 
guidelines

Policy assessment tools along supply 
chain functions

Existing country policy documents

What do procurement policies set out to achieve?2

Procurement policies encompass �ve core principles that aim to award a cost-e�ective contract to a quali�ed vendor.

1. Economy: Procurement decisions are justi�ed on the basis of best value for money, not necessary the lowest price. This emphasises the need to
manage public resources with care and due diligence to avoid fraud and waste.

2. Transparency: Ensures information on the outsourcing process is made available to relevant stakeholders including contractors, suppliers, service
providers and the general public (unless con�dential information is justi�ed). This assures con�dence among stakeholders in the process.

3. Open and effective competition: Public procurement requirements should be widely disseminated, where possible, for a good market response
that encourages e�ective competition and eliminates bias. All eligible organisations should be permitted to participate. Non-competitive procurement
methods are justi�ed only under certain conditions.

4. Ethics and fairness: Ensures all parties in the outsourcing process comply with ethical standards. Business is conducted in a fair manner; contracts
are awarded objectively not preferentially. Con�icts of interest are recognised and dealt with appropriately.

5. Accountability and reporting: Anyone involved in the outsourcing process is responsible for their plans, actions and outcomes. Public reporting
that allows for external scrutiny is an essential element of accountability.

Benefits of procurement policy tools for outsourcing3

Vision and goals: De�nes a vision and set of goals for the sector alongside de�ned stakeholder roles and responsibilities. This allows outsourcing
partners to determine where they �t in and how they can help, while assisting the public sector to leverage external expertise e�ectively.

Synergies: Creates synergies between the public sector and private vendors based on a mutual understanding of the bene�ts of outsourcing and/or
private sector engagement, and the procedures to follow.

Oversight and accountability: Retains the public sector’s oversight role to hold vendors to account and ensure all components �t into one highperforming
and integrated supply chain network.

Transparency and fair dealing: Establishes partnerships on the basis of mutual trust, respect and integrity, and ensures information and proceedings
are readily available for and accessible to all parties.

Tailored solutions: Promotes outsourcing solutions that are tailored to local environments.

Public good: Maintains the public sector working for the public good to ensure that quality health products are made available and accessible to
populations.

Procurement policies underpin the planning, organisation, coordination and control of outsourcing arrangements. Procurement-related policy 
is used along the outsourcing journey.

Start Outsourcing Initiative Timeline End

Needs 
Identification

Service
Specification

RFP’s and 
Supplier Selection

Negotiation 
and bidding

Contract Award 
(signing)

Managing and
Measuring 
Supplier 
Performance

Underpinned by relevant policy, for example: Public Procurement Acts: detailed rules on tendering procedures and technical 
specifications; guidelines on the evaluation of tenders; rules on post-contract publications; contract management policies and 
procedures; dispute mechanisms to suport compliance

A ʻhow toʼ approach to understand existing policy tools and 
their impact on outsourcing7

A methodical approach is useful to assess existing procurement policy and how it informs the outsourcing agenda:

What

Why has this policy tool 
been developed ?

- Identifying the high-level 
vision for public sector
procurement and/or
outsourcing

WhenHow WhoWhy

What goals has this policy 
articulated to achieve 
the vision?

- Locating and unpacking the
practical policy goals for
procurement in a sector 
(e.g. health)

How do the policy goals
identified get executed in
practice?

- Outlining the means and
tools for implementation
of public procurement
and/or outsourcing

- Considering governance
of the procurement 
process

Who executes the policy
tool, who does the policy 
tool affect?

- Defining the relevant
stakeholder relationships,
contributions, 
accountabilities and 
beneficiaries

When does the policy
tool come into effect?

- Understanding highlevel
timelines and an action 
plan for implementation 
of procurement and/or
outsourcing processes

Assessing existing procurement policy to understand the environment for outsourcing

Health supply chain network 
and the overarching role 
of governance5

Health system governance contributes to supply chain 
performance. Policy and legislation are overarching governance 
tools that create an enabling environment for outsourcing.

Country policy and legislation make up the governance of the
health system and the healthcare supply chain. Governance
is an overarching factor that is defined by the public sector.
Good governance is aided by clear policy and regulations
that are well-defined and properly enforced. Good
governance creates an enabling environment for the private
sector to operate, which facilitates outsourcing initiatives.

Tailoring policy tools to 
differing income levels6

Policy tools for outsourcing can be tailored appropriately for 
differing national income levels.

Tailored policy objectives:

High-income countries face the challenge of obtaining 
innovative and costly treatments for a broad population 
covered by health insurance.

Middle-income countries seek to do the same as their 
low-income counterparts, but additionally they cater for a 
wealthier urban population.

Low-income countries seek to secure medicines to achieve 
public health.

The private sector plays a varying role depending on country
classification. Outsourcing initiatives will therefore differ.

Health system governance
Policy and legislation 

Human Resources for health 

Population

Health 
Financing

Supply chain 
financing

Health product 
Supply chain

Forecasting, 
procurement, 
distribution

Health Info 
systems

Logistics Management 
Information Systems

High-income countries
Universal access to all treatments and support for innovation through 
research and development of new medicines and treatments

Middle-income countries
Access to a broader range of medicines, poooled 
financing mechanisms, and industrial development in 
the pharmaceutical sector

Low-income countries
Access to quality acute and 
chronic medicines

1 Source: Mihaela Grubišić Šeba, March 2018. Outsourcing Rules in the Public and Private Sector in Positive 
and Negative Aspects of Outsourcing (2018), Available: https://www.intechopen.com/books/positive-and-
negative-aspects-of-outsourcing/outsourcing-rules-in-the-public-and-the-privatesector

2 Source: Jorge Lynch. 2013. Public Procurement: Principles, Categories and Methods. Leanpub. Available 
(ebook): https://leanpub.com/procurement-principles-categories-and-methods/read

3 Source: John Snow Inc. July 2016. Getting Products to People: How Private Sector Solutions Can Strengthen 
Supply Chains for Public Health.

4 Source: Lighthouse Team Analysis 2020; John Snow Inc. (JSI). January 2012. Getting Products to People: The 
JSI Framework for Integrated Supply Chain Management in Public Health.

5 Source: Prashant Yadav. 2015. Health Product Supply Chains in Developing Countries: Diagnosis of the Root 
Causes of Underperformance and an Agenda for Reform. Health Systems & Reform, 1:2, 142-154.

6 Source: Andreas Seiter, 2010. A Practical Approach to Pharmaceutical Policy. Washington: The World Bank.

7 Source: Dalberg Global Development Advisors/MIT-Zaragoza International Logistics Programme. October 2008. 
The Private Sector’s Role in Health Supply Chains. Technical Partner Paper 3.

8 Source: Lighthouse Team Analysis 2020, adapted from Michael Howlett. Policy Design: What, Who, How and Why? 
in Public Instruments and their Effects [French]. Available: https://www.researchgate.net/publication/307638330_
Policy_Design_What_Who_How_and_Why.



Tailoring policy tools to differing 
income levels6

Policy tools for outsourcing can be tailored 
appropriately for differing national income levels.
Tailored policy objectives:

High-income countries face the challenge of obtaining 
innovative and costly treatments for a broad 
population covered by health insurance.

Middle-income countries seek to do the same as their 
low-income counterparts, but additionally, they cater 
to a wealthier urban population.

Low-income countries seek to secure medicines to 
achieve public health.

The private sector plays a varying role depending 
on country classification. Outsourcing initiatives will 
therefore differ.

The purpose of Enabler Tool A: Policy is to offer guidelines and approaches to policy that 
create an enabling environment for outsourcing. This Enabler Tool references and assesses
national policy, legislation and regulatory frameworks that relate to public procurement and
public-private partnerships in health. It focuses on understanding the local policy and
regulatory environment, the guidelines, standards and regulations for private sector 
(nongovernmental) actors, and how these work in practice – such as how they influence
(positively or negatively) outsourcing along the supply chain. This assists the user to make 
effective outsourcing decisions.

For this Enabler Tool you’ll need a clear understanding of how procurement policies guide
your day-to-day decision-making as this will ensure any outsourcing decisions made reflect
the overall goal of public procurement and embody the core principles.

Back to top

Examples of effective policy tools

Home Framework Process Steps Enabler Tools Case Studies ContactTools

A. Policy

Approach

Decisions and 
outcomes

- What policy and regulatory
frameworks, most notably 
procurement-related, exist and 
influence outsourcing along 
the supply chain?

- Which stakeholders need to be
engaged? (including Policy and 
Planning)

- What policy practices from
other countries can be 
referenced as good practice in 
support of outsourcing?

Information and 
activities

- Determine relevant country
policy and regulatory 
frameworks, specifically 
procurement policy as it 
relates to outsourcing

- Align stakeholders to policy
documents, standards, 
guidelines, regulations

- Engage suppliers through
policy guidelines for optimised 
outsourcing partnerships

End of Process 
checklist

Clarity as to what parts of the 
supply chain are under 
performing

Clarity as to what parts of the 
supply chain might become 
bottlenecks to achieving goals?

Consensus to investigate 
potential outsourcing options 
further

Baseline dataset as input to the 
outsourcing investment case in 
the next Process Step (Evaluate)

Points to 
remember

- Good governance creates an
enabling environment for 
external organisations to 
operate

- Procurement policies underpin
outsourcing arrangements

- Note that transparent and
well-defined legal and policy 
frameworks support synergies 
for public and private partners

Introduction to guidelines, regulations, standards and 
procedures for outsourcing1

Outsourcing is understood as the moving of internal aspects of an organisation such as production, services, or business functions to an outside party
or supplier. Procurement policy is a governance tool that shapes the environment for outsourcing to mitigate risks. As a result, outsourcing in the public
sector is a function of procurement policy that is usually developed from a procurement legal framework (law or regulation) that has been sanctioned by
the judicial system of a particular country.

Procurement policy is country-dependent, with some countries writing speci�c, standalone procurement policy whilst others referring to good
procurement practices within existing policies relevant to the outsourcing process — see country examples.

Procurement legal and policy frameworks govern the management of the entire outsourcing process from identi�cation of an outsourcing requirement
to the signing-o� of a contract, o�ering guidelines and manuals, rules and regulations, standards and procedures to assist in the following of good
conduct. In general, procurement policy ensures quality-control, equity, and ethics are safeguarded during the outsourcing process which can be highly
complex and involve multiple stakeholders, mitigating risks associated with outsourcing. Good practice indicates procurement policies should be wellde�ned,
transparent and clearly articulated for all users.

A. Policy

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

B. Advocacy and Governance

D. Technology

Links to Process Steps
This enabler tool connects to:

1. Assess
ensuring alignment of Capability
Maturity Model and scores to the country’s
defined policy goals; identifying relevant
stakeholders through policy document;
understanding where the role of private
sector; noting what functions have been
outlined by government as core versus 
noncore to facilitate outsourcing decision.

Enabler tools or 
guidelines

Policy assessment tools along supply 
chain functions

Existing country policy documents

What do procurement policies set out to achieve?2

Procurement policies encompass �ve core principles that aim to award a cost-e�ective contract to a quali�ed vendor.

1. Economy: Procurement decisions are justi�ed on the basis of best value for money, not necessary the lowest price. This emphasises the need to
manage public resources with care and due diligence to avoid fraud and waste.

2. Transparency: Ensures information on the outsourcing process is made available to relevant stakeholders including contractors, suppliers, service
providers and the general public (unless con�dential information is justi�ed). This assures con�dence among stakeholders in the process.

3. Open and effective competition: Public procurement requirements should be widely disseminated, where possible, for a good market response
that encourages e�ective competition and eliminates bias. All eligible organisations should be permitted to participate. Non-competitive procurement
methods are justi�ed only under certain conditions.

4. Ethics and fairness: Ensures all parties in the outsourcing process comply with ethical standards. Business is conducted in a fair manner; contracts
are awarded objectively not preferentially. Con�icts of interest are recognised and dealt with appropriately.

5. Accountability and reporting: Anyone involved in the outsourcing process is responsible for their plans, actions and outcomes. Public reporting
that allows for external scrutiny is an essential element of accountability.

Benefits of procurement policy tools for outsourcing3

Vision and goals: De�nes a vision and set of goals for the sector alongside de�ned stakeholder roles and responsibilities. This allows outsourcing
partners to determine where they �t in and how they can help, while assisting the public sector to leverage external expertise e�ectively.

Synergies: Creates synergies between the public sector and private vendors based on a mutual understanding of the bene�ts of outsourcing and/or
private sector engagement, and the procedures to follow.

Oversight and accountability: Retains the public sector’s oversight role to hold vendors to account and ensure all components �t into one highperforming
and integrated supply chain network.

Transparency and fair dealing: Establishes partnerships on the basis of mutual trust, respect and integrity, and ensures information and proceedings
are readily available for and accessible to all parties.

Tailored solutions: Promotes outsourcing solutions that are tailored to local environments.

Public good: Maintains the public sector working for the public good to ensure that quality health products are made available and accessible to
populations.

Procurement policies underpin the planning, organisation, coordination and control of outsourcing arrangements. Procurement-related policy 
is used along the outsourcing journey.

Start Outsourcing Initiative Timeline End

Needs 
Identification

Service
Specification

RFP’s and 
Supplier Selection

Negotiation 
and bidding

Contract Award 
(signing)

Managing and
Measuring 
Supplier 
Performance

Underpinned by relevant policy, for example: Public Procurement Acts: detailed rules on tendering procedures and technical 
specifications; guidelines on the evaluation of tenders; rules on post-contract publications; contract management policies and 
procedures; dispute mechanisms to suport compliance

A ʻhow toʼ approach to understand existing policy tools and 
their impact on outsourcing7

A methodical approach is useful to assess existing procurement policy and how it informs the outsourcing agenda:

What

Why has this policy tool 
been developed ?

- Identifying the high-level 
vision for public sector
procurement and/or
outsourcing

WhenHow WhoWhy

What goals has this policy 
articulated to achieve 
the vision?

- Locating and unpacking the
practical policy goals for
procurement in a sector 
(e.g. health)

How do the policy goals
identified get executed in
practice?

- Outlining the means and
tools for implementation
of public procurement
and/or outsourcing

- Considering governance
of the procurement 
process

Who executes the policy
tool, who does the policy 
tool affect?

- Defining the relevant
stakeholder relationships,
contributions, 
accountabilities and 
beneficiaries

When does the policy
tool come into effect?

- Understanding highlevel
timelines and an action 
plan for implementation 
of procurement and/or
outsourcing processes

Assessing existing procurement policy to understand the environment for outsourcing

Health supply chain network 
and the overarching role 
of governance5

Health system governance contributes to supply chain 
performance. Policy and legislation are overarching governance 
tools that create an enabling environment for outsourcing.

Country policy and legislation make up the governance of the
health system and the healthcare supply chain. Governance
is an overarching factor that is defined by the public sector.
Good governance is aided by clear policy and regulations
that are well-defined and properly enforced. Good
governance creates an enabling environment for the private
sector to operate, which facilitates outsourcing initiatives.

Tailoring policy tools to 
differing income levels6

Policy tools for outsourcing can be tailored appropriately for 
differing national income levels.

Tailored policy objectives:

High-income countries face the challenge of obtaining 
innovative and costly treatments for a broad population 
covered by health insurance.

Middle-income countries seek to do the same as their 
low-income counterparts, but additionally they cater for a 
wealthier urban population.

Low-income countries seek to secure medicines to achieve 
public health.

The private sector plays a varying role depending on country
classification. Outsourcing initiatives will therefore differ.

Health system governance
Policy and legislation 

Human Resources for health 

Population

Health 
Financing

Supply chain 
financing

Health product 
Supply chain

Forecasting, 
procurement, 
distribution

Health Info 
systems

Logistics Management 
Information Systems

High-income countries
Universal access to all treatments and support for innovation through 
research and development of new medicines and treatments

Middle-income countries
Access to a broader range of medicines, poooled 
financing mechanisms, and industrial development in 
the pharmaceutical sector

Low-income countries
Access to quality acute and 
chronic medicines

1 Source: Mihaela Grubišić Šeba, March 2018. Outsourcing Rules in the Public and Private Sector in Positive 
and Negative Aspects of Outsourcing (2018), Available: https://www.intechopen.com/books/positive-and-
negative-aspects-of-outsourcing/outsourcing-rules-in-the-public-and-the-privatesector

2 Source: Jorge Lynch. 2013. Public Procurement: Principles, Categories and Methods. Leanpub. Available 
(ebook): https://leanpub.com/procurement-principles-categories-and-methods/read

3 Source: John Snow Inc. July 2016. Getting Products to People: How Private Sector Solutions Can Strengthen 
Supply Chains for Public Health.

4 Source: Lighthouse Team Analysis 2020; John Snow Inc. (JSI). January 2012. Getting Products to People: The 
JSI Framework for Integrated Supply Chain Management in Public Health.

5 Source: Prashant Yadav. 2015. Health Product Supply Chains in Developing Countries: Diagnosis of the Root 
Causes of Underperformance and an Agenda for Reform. Health Systems & Reform, 1:2, 142-154.

6 Source: Andreas Seiter, 2010. A Practical Approach to Pharmaceutical Policy. Washington: The World Bank.

7 Source: Dalberg Global Development Advisors/MIT-Zaragoza International Logistics Programme. October 2008. 
The Private Sector’s Role in Health Supply Chains. Technical Partner Paper 3.

8 Source: Lighthouse Team Analysis 2020, adapted from Michael Howlett. Policy Design: What, Who, How and Why? 
in Public Instruments and their Effects [French]. Available: https://www.researchgate.net/publication/307638330_
Policy_Design_What_Who_How_and_Why.

0 World Health Organisation. 2010. Outsourcing vaccine supply chain and logistics to the private sector. 
1 Mihaela Grubišić Šeba, March 2018. Outsourcing Rules in the Public and Private Sector in Positive and Negative Aspects of Outsourcing 
(2018) 
2 Jorge Lynch. 2013. Public Procurement: Principles, Categories and Methods. Leanpub. 
3 John Snow Inc. July 2016. Getting Products to People: How Private Sector Solutions Can Strengthen Supply Chains for Public Health. 
4 John Snow Inc. (JSI). January 2012. Getting Products to People: The JSI Framework for Integrated Supply Chain Management in Public 
Health. 
5 Prashant Yadav. 2015. Health Product Supply Chains in Developing Countries: Diagnosis of the Root Causes of Underperformance and an 
Agenda for Reform. Health Systems & Reform, 1:2, 142-154. 
6 Andreas Seiter, 2010. A Practical Approach to Pharmaceutical Policy. Washington: The World Bank. 
7 Dalberg Global Development Advisors/MIT-Zaragoza International Logistics Programme. October 2008. The Private Sector’s Role in Health 
Supply Chains. Technical Partner Paper 3. 
8 Adapted from Michael Howlett. Policy Design: What, Who, How and Why? in Public Instruments and their Effects [French].
 

Summary of Process Step: Policy
This Enabler Tool, Policy, has focused on understanding the local policy and regulatory environment, the 
guidelines, standards and regulations for private sector (non-governmental) actors, and how these work in 
practice. Policy has included an introduction to policy tools as well as examples of effective policy tools from 
across the African continent. Policy works with the other Enabler Tools to support the Process Steps.

 



An authoritative, transparent and contextually relevant 
Act that aids KEMSA’s shift towards outsourcing.

• The KEMSA Act 2013 establishes the following legal mandate for the 
Kenya Medical Supplies Authority (KEMSA): 

• Procure, warehouse and distribute drugs and medical supplies for 
specific functions (Part II section 4(1)a)

• Establish a network of storage, packaging and distribution facilities 
(Part II section 4(1)b)

• Enter into partnerships with or establish frameworks with county 
governments providing services (Part II section 4(1)c)

• Collect information to provide reports on the status and cost-
effectiveness of supply chain functions (Part II section 4(1)d)

• Support county governments to establish and maintain appropriate 
supply chain systems (Part II section 4(1)e)

POLICY
Kenya

Kenya Medical 
Supplies Authority 
(KEMSA) Act 2013 
implementation 
of an outsourcing 

This Act transitioned KEMSA from a public agency to a public authority 
with greater autonomy and financial independence over the supply chain 
in a newly devolved system. The Act required the implementation of a 
new, competitive and diverse governance structure at KEMSA. 

Outcomes and relevance: 
Since the Act came into effect, KEMSA has implemented a comprehensive 
organisational reform programme, built successful partnerships with 
county governments and the private sector and strategically shifted 
towards the outsourcing of non-core functions which has improved 
supply chain performance.

The KEMSA Act 2013 proves an authoritative and transparent statutory 
framework for the Kenyan central medical store that was tailored to the 
local context. It created an enabling environment for KEMSA to engage 
private sector vendors with newfound autonomy and independence.

View Act at: bit.ly/KEMSAact



A strategy that clearly states the central position towards 
outsourcing which bolsters public-private partnerships.

Written in December 2012, the PELF is a national strategic plan that guides 
major reforms in the pharmaceutical logistics sector in Mozambique 
towards a long-term vision. It sets the strategic drive to outsource certain 
functional activities, stating that “the principle of potential outsourcing 
activities that are subsidiary to the sector’s main activity must be long-
term” (p. 19). Outsourcing is strongly encouraged where possible in 
distribution and transport, import, customs clearance and warehousing 
processes. 

• The PELF’s methodology has carefully considered the limited 
capability of Mozambique’s central medical store to perform all 
supply chain functions. d medical supplies for specific functions 
(Part II section 4(1)a). As a result, it has recommended outsourcing 
to expert vendors where possible. This reflects an appropriate policy 
strategy for the local environment.

• The central government has clearly articulated its position towards 
outsourcing in the PELF.

• By reviewing the PELF, private sector partners are able to discern 
where they fit into Mozambique’s supply chain and how they can 
help. This creates an enabling environment for the private sector in 
Mozambique which aids public-private collaboration, transparency 
and accountability. As a result, there is ample private sector 
participation in Mozambique notably in last mile distribution, route 
optimisation, warehousing systems and capacity building at all 
supply chain levels.

View Act at: bit.ly/PELFact

POLICY
Mozambique

The Strategic Plan 
for Pharmaceutical 
Logistics / Plano 
Estratégico 
de Logística 
Farmacêutica
PELF)
 



A detailed ‘how-to’ guide that aligns the government 
and private vendors to facilitate productive outsourcing.

The PPPH provides a guiding framework for establishing, implementing, 
monitoring and evaluating, and mainstreaming partnerships between 
the Government of Uganda and the private health sector. It considers 
existing Ugandan laws, policies and plans, and broader national health 
objectives as common health goals pursued by both public and private 
sectors. The policy recognises strong public-private partnerships as the 
foundation for improved performance in health, and the need to exploit 
both public and private sectors’ comparative advantages.

The PPPH has four parts each with a detailed policy 
framework for public-private partnerships and 
implementation guidelines therein:

1.   General policy framework for partnership with the private sector as
      a whole; 
2.   The partnership framework in the Private Not-For-Profit category; 
3.   The partnership framework in the Private Health category; 
4.   The partnership framework for Traditional and Complementary
      Medicine Practices category

• The PPPH is a sector-specific ‘how-to’ guide for public-private 
partnerships in a detailed manner. This precision and clarity 
incentivises the private sector to actively participate.

• A private sector supplier looking to partner with the Government 
of Uganda is able to reference the guidelines and frameworks 
contained in the PPPH to understand ways of working and draw up 
an appropriate partnership agreement.

• The PPPH creates public-private sector synergies based on a mutual 
understanding of roles and responsibilities for project set-up and 
implementation.

View Act at: bit.ly/PPPHact

POLICY
Uganda

Uganda National 
Policy on Public-
Private Partnership 
in Health (PPPH)

 



An explicit procurement process Act safeguards the 
private sector’s confidence in the national government.

The Zambia Public Procurement Act repeals and replaces the Zambia 
National Tender Board Act 1982, and renames the existing Zambia 
National Tender Board to the Zambia Public Procurement Authority 
(ZPPA). It regulates and controls practices relating to public procurement 
in order to promote the integrity and fairness of, and public confidence 
in, the procurement process in Zambia. The Act safeguards local inclusion 
in the public procurement process by limiting national bidding to citizens 
of Zambia (local bidders). However, it does allow partnerships between 
foreign bidders and Zambian citizens or local suppliers to partake 
in the public procurement process, thus encouraging the forming of 
partnerships in the sector (article 26, 28, 63). In the case of poor or 
corrupt procurement practices, it allocates powers to the ZPPA to work 
with the Ministry to assign another entity to carry out procurement 
functions (article 80 & 82).

• The Zambia Public Procurement Act 2008 is national legislation 
that aims to ensure transparency and accountability in public 
procurement.

• It establishes trust and confidence among private sector vendors in 
public agencies and processes in Zambia.

• The Act illustrates how national governments can utilise and enforce 
legal regulations for supply chain functions to promote continued 
engagement with the private sector.

View Act at: bit.ly/ZPPAact

POLICY
Zambia

Zambia Public 
Procurement Act 
2008)

 



Enabler Tool 

Advocacy and 
governance
This tool will help you develop buy-in 
to and support for the outsourcing 
process from a range of key 
stakeholders

In this section you will learn:

• How to develop an advocacy process
• Which stakeholders to engage in the advocacy process
• How to communicate with all stakeholders

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Advocacy and governance are Enabler Tools that contribute to the success of outsourcing initiatives. Advocacy 
is an activity by an individual or group that aims to influence decisions within political, economic, and social 
institutions. It seeks to establish early commitment, approval and support from key stakeholders to engage in 
a particular project or initiative in a substantial manner. This contributes to the success and sustainability of 
outsourcing initiatives. It is important to ensure the advocacy process is established upfront, that communication 
is clear and understood and to be consistent throughout the project timeline for improved trust and confidence 
between stakeholders.

Advocacy and governance will guide you through:

Examples of 
governance structure 
and communication 

Stakeholder expectations 
of the advocacy process

Three guidelines for 
advocacy processes and 
tools

The Advocacy and governance tool will help you:

• Analyse a list of relevant stakeholders from both public and private sectors, and donor partners
• Decide on which stakeholders to engage based on known benefits
• Identify appropriate ways to engage stakeholders
• Share the advocacy process and timelines with stakeholders

 



While using the Advocacy and governance tool you will:

• Need the list of key stakeholders with purpose and benefits, your workplan and terms of reference 
document and an agenda with a ‘third-party’ approach

• Be required to hold a high-level workshop for early stakeholder buy-in
• Have to set up project management and organisation structures
• Communicate ways of working and reporting to all stakeholders

Team and role requirements

Advocacy and governance require you to have a thorough understanding of the roles performed and benefits 
brought by each stakeholder to the project. The key stakeholders and their roles and purpose will be discussed 
on the next page.

After using the advocacy and governance tool you will:

• Have an understanding of who the stakeholders are
• Know why consistent stakeholder engagement is important
• Understand how to implement an advocacy process from project sign-off to completion
• Be able to refer to examples where governance structures and communication have worked 

Assess
key stakeholders including senior supply chain 
managers have signed off the process of supply 
chain assessment

Evaluate
buy-in to and approval of the Investment Case for 
outsourcing from a cross-functional work team

Advocacy and governance connects to the following Process Steps:

Contract 
senior management in relevant departments 
approve the tender process and give their inputs 
to develop the brief/selection of 3PL

Implement
transparent and open dialogue between 
stakeholders is retained during the 
implementation phase to course correct



Advocacy and Governance 

Stakeholder 
expectations of the 
advocacy process

In this section you will learn:

• How advocacy is developed
• The benefits of advocacy
• Who the key stakeholders in advocacy and governance are

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Guiding principles for developing advocacy in outsourcing

A clear and well-articulated advocacy process is necessary to onboard stakeholders along the outsourcing 
journey. It is recommended that this process starts at the same time as the outsourcing initiative begins. The 
decision to outsource a supply chain function would be made by senior decisionmakers in the public sector. 
The resulting advocacy process for the outsourcing initiative would be led by the public sector. The process 
entails the establishment of governance structures for coordination and communication to guide, oversee, and 
implement the outsourcing initiative. 

It is advisable to engage donors in the advocacy process as they often provide operational or financial 
support for outsourcing initiatives in their position as a high-level partner. Donor partners are able to weigh-
in with constructive feedback that gives structure and legitimacy to the outsourcing process. Additional key 
stakeholders may be engaged to provide inputs where necessary. For instance, civil society can provide a voice 
from the public.

Benefits of an advocacy process include:

• Establishing structures for public-private coordination, engagement, and communication
• Certifying a mutual understanding of the benefits of outsourcing across stakeholders
• Ensuring accountability metrics are instituted and maintained
• Creating awareness through advocacy facilitates change management during project implementation
• Contributing to the long-term success and sustainability of outsourcing initiatives



Key stakeholders and their role

Central government/ministry of health
• Sets guiding policy and legal frameworks relevant to outsourcing initiatives

Central medical store
• Establishes early public sector engagement and buy-in
• Oversees implementation of the outsourcing initiative

Steering committee
• On-boards key stakeholders with roles clearly outlined
• Provides high-level project guidance and oversight

Provincial/district health office 
• Partakes in the daily management of vendors
• Provides timeous feedback on project progress to technical working groups

Technical working group 
• Small and medium enterprises (SMEs) with specific strategy and implementation tasks
• Meets periodically to review progress, challenges, etc.

Private sector vendors
• Provide expertise, technical assistance, training, resources, other 
• Form meaningful partnerships with the public sector 

Donor partners
• Bring multiple value-adds to a project, including funds, goods, services, technology transfer, implementation 

capacity 

Communities
• The beneficiary of the outsourcing initiative
• Provide important on-the-ground insights and experiences 

A framework to manage stakeholder 
expectations

Stakeholder expectations can be managed using a 
framework based on interest in and power over the 
outsourcing initiative.

Hovland’s stakeholder analysis can be used to identify 
and assess all stakeholders involved in the outsourcing 
initiative. The analysis allows the public sector to 
organise stakeholders in matrices according to their 
interest and power. Power means the influence 
stakeholders have over the outsourcing initiative, and 
to what degree they can help achieve, or block, the 
desired supply chain changes. Interest measures to 
what degree stakeholders are concerned about the 
outsourcing initiative and how they are likely to be 
affected by the changes to the supply chain.

Source: UNICEF. January 2016. A Process Guide and Toolkit for Strengthening Public Health Supply Chains through Capacity Development
Source: Ingie Hovland, 2005. Successful Communication: A Toolkit for Researchers and Civil Society Organisations. p. 8.

POWER

INTEREST

Monitor (minimum 
effort)

Keep
 Satisfied

Engage closely and
influence actively

Keep
informed

LOW

LOW

High

High



Advocacy and Governance 

Three guidelines for 
advocacy processes 
and tools

In this section you will learn:

• The advocacy process throughout an outsourcing initiative timeline
• Governance structures for project management and organisation
• A non-exhaustive range of communication platforms available for outsourcing initiatives

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

There are three guidelines that assist in advocacy processes. The first guideline is to follow an advocacy process 
throughout the outsourcing initiative timeline. The second guideline is to understand the governance structures 
and how these can be used to improve information flow. The third guideline is the utilisation of communication 
platforms. Each will be discussed in detail here. 

Guideline 1: The advocacy process 

Advocacy tools are best applied early on and retained throughout to maintain strong partnerships. 

Outsourcing initiative timelineStart End

Project sign-off  and 
onboarding of project 
partners led by 
Ministry of 
Health/Central 
Medical Store.

High-level workshop 
affirming commitment 
from public sector and 
technical partners to 
project. Forms a 
shared understanding 
of goals, approaches 
and timelines.

Timeous reporting of 
project implementation 
in terms of updates, 
progress, bottlenecks 
and risks (data-driven). 
This deepens mutual 
accountability, trust 
and confidence 
between stakeholders 
and affirms project 
acceptance vendor 
assessment matrix.

Project completion and 
delivery by ministry 
of health/central 
medical store.



This well-articulated and consistent advocacy process has proven successful in a number of outsourcing 
initiatives. 

For instance in Mozambique, VillageReach worked closely with the Provincial Health Directorate  first in Tete 
then in Zambézia for sign-off and implementation to strengthen last mile distribution. There were strong and 
diverse management structures in place. The outcome was that third- and fourth- party logistics outsourced 
arrangements significantly reduced stock-outs in health centres. As a result, outsourcing benefits were proven 
for other provinces.

Another example involves Project Last Mile and its route optimisation work in Mozambique. Project Last Mile 
built a relationship with Central Medical Store / Central de Medicamentos e Artigos Médicos (CMAM) using a 
local coordinator. This resulted in buy-in to vision and objectives. In addition, the provinces or districts guided 
the team on the ground. This process created time or distance matrix for last mile distribution routes in 10 out 
of 11 provinces. The costing allows CMAM to make better decisions.

In Zambia, Crown Agents worked to strengthen supply chain management by establishing clear and time-based 
partnerships with MSL. The contract included detailed skills transfer to MSL. As a result, the MSL organisation 
and management from 2008-2013 improved notably in strategy and network hubs which ultimately led to MSL 
adopting a pro-outsourcing view.

ARC applied this process on a geo-mapping project in Uganda. ARC established a partnership with the ministry 
of health towards common GIS objectives and defined ways of working and roles of technical partners. The 
outcome was that more than 7 100 health facilities and 1,100 pharmacies were surveyed and registered in a 
master registry. In addition, the Ministry of Health were trained with relevant tools to update data.

Guideline 2: Governance structures 
for project management and 
organisation

Advocacy is bolstered by the establishment and 
maintenance of structures for improved governance. 
A typical organisational structure to guide outsourcing 
initiatives involves different groups. Groupings 
are context- and project- dependent. Monitoring 
and evaluation systems are developed across the 
governance groupings and information flows (grey 
arrows in the graphic). Typical groups include:

• High-level steering committee: Contains
representatives from both the public sector and
vendors to provide overall guidance and oversight
of the outsourcing initiative.

• Supply chain coordination group: Made up of a broad spectrum of members from various stakeholder
groups including public sector, private sector, implementing partners, donors. Receives regular inputs and
updates from the technical working group (monthly or quarterly) and makes significant decisions for the
day-to-day workings of the project. The set-up of a logistics working group, (see an example on this site),
demonstrates an example of a coordination group for the Vaccine Supply Chain.

• Technical working group(s): Comprises technicians and experts to work on specific day-to-day tasks related
to the project implementation plan.

1. High-Level Steering
          Committee

2. Supply Chain Coordination
Group

3. Technical Working Group

4, Government and Partner 
Organisations Implement the 

Outsourcing Initiative



Guideline 3: Make use of communication platforms 
Communication platforms are beneficial because they:

• Increase transparency and coordination between stakeholders in terms of transactions (financial or 
otherwise), roles and responsibilities, and project progress updates, hurdles, milestones

• Promote good stakeholder management that engages wide-ranging stakeholders in an appropriate and 
frequent manner, manages multiple and sometimes conflicting interests and expectations

• Offer a means to address challenges and consult experts where necessary
• Aid long-lasting buyer-supplier relationships
• Improve the flow and management of information for end-to-end visibility of the outsourcing initiative

Non-exhaustive list of available communication tools
Supplier forums
Periodic networking meetings between government supply chain management entities and private suppliers.

Steering committees
High-level governance groups with senior public sector officials, private sector representatives and development 
partners to provide strategic oversight and guidance on the outsourcing initiative.

Technological communication tools 
Project management platforms that utilise technological software to aid project managers organise and 
keep track of project progress and timelines, day-to-day tasks of outsourced teams, information flows, and 
communications with team members. There are numerous tools are available.

Local coordinator 
A dedicated person with local knowledge tasked to ensure local government and private vendors see eye-to-
eye and communicate effectively for the duration of the outsourcing initiative. Their role is especially important 
at the project’s start when stakeholders are unfamiliar with one another, or when there is a language barrier.

Project status reports
Information reports in various formats (narrative, PowerPoint, checklists, other) that communicate the status 
of the project to date. They are shared regularly via email with all stakeholders relevant to the outsourcing 
initiative.

 



Advocacy and Governance 

Examples of 
governance structures 
and communication 
platforms

In this section you will learn:

• How logistics working groups offer a platform for decision-making and coordination between stakeholders
• Why logistics working groups are helpful in multi-stakeholder governance
• A step-by-step approach to setting up a logistic working group
• How holding supplier forums encourages networking for beneficial relationships
• Learn what a supplier forum is
• Discover a step-by-step approach to setting effective agenda items
• See an example of a successful supplier forum
• A framework to manage stakeholder expectations

The Outsourcing Toolkit

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant public policies, 
national laws and regulations in respect 
to outsourcing

Implement practices and tools that enhance 
senior management buy-in to outsourcing 
and build an enabling environment

Build human resources and capabilities, 
developing organisational structure in order to 
manage a successful outsourced relationship

Identify and utilise systems and technology to 
enhance reporting, visibility, decision-making 
and supply chain performance

Conduct an in-country 
supply chain assessment 
to identify outsourcing 
potential to improve 
supply chain 
performance

Review of outsourcing 
possibilities using vendor 
assessment tools, financial 
and performance analysis 
to support decision 
-making

Use of rigorous processes 
to select a suitable 
vendor, negotiate a 
win-win agreement, and 
define the management 
oversight structures

Successful transitioning of  
the organisation to an 
outsourced partner, 
implementing performance 
management and  
governance prpocedures

Logistics working groups: Governance structure example

What is a logistics working group?
Logistics working groups are multi-stakeholder governance structures that provide a central platform for 
communication and visibility, decision-making, and accountability to improve the effectiveness of outsourcing 
initiatives in the public health supply chain. In the typical governance structures for outsourcing, logistics 
working groups fall under supply chain coordination groups. They coordinate investments made by government 
agencies and development partners, share information and evidence, identify and overcome bottlenecks, and 
make optimal use of resources as the outsourcing initiative progresses. Multiple stakeholders relevant to the 
outsourcing initiative are able to receive and process consistent information, communicate with ease, and 
make decisions jointly through the logistics working group. Logistics working groups have proven successful in 
the expanded programme on immunisation (EPI) – vaccine supply chain – especially in Nigeria, DRC, Benin and 
Ethiopia, with assistance from UNICEF.

Logistics working groups promote consistent sharing and revision of information, communication among 
stakeholders and making joint decisions. Establishing logistics working groups requires terms of reference 
including membership, roles and responsibilities.



A common step-by-step approach to logistics working groups is described below: 

Step 3: Outline the 
members platforms

Outline the members for the 
logistics working group with the 
expertise needed to achieve the 
workplan. Include members from 
a central medical store, relevant 
government departments 
(central/provincial/local), private 
sector partners, development 
partners, technical assistants, 
implementing partners and other 
organisations.

Step 1: Set up logistics 
working group

Set up a logistics working group 
for an outsourcing initiative 
according to the need identified 
in the outsourcing strategy 
document (e.g. communication 
and project progress).

Step 2: Develop a work 
plan

Develop a workplan for the 
logistics working group including 
activities to achieve (e.g. hold 
progress meetings for the 
outsourcing initiative) and a 
timeline or frequency in which 
to achieve them (e.g. monthly 
progress meetings for the period 
of one year).

Step 6: Begin and end

The logistics working group’s 
action begins and ends when the 
outsourcing initiative begins and 
ends respectively.

Step 4: Roles and 
responsibilities

Allocate members’ roles and 
nominate a logistics working 
group member lead. Ensure 
any commitment members are 
asked to make is reasonable 
and manageable. Ensure 
members clearly understand the 
commitment, time, and special 
actions required of them.

Step 5: Terms of reference 
document

Publish the workplan and 
membership roles and 
responsibilities in terms of 
reference document as a formal 
written reference document for 
the Logistics working group’s 
role, scope and function. This 
terms of reference document will 
be received by the outsourcing 
initiative’s high-level steering 
committee.

Source: Logistics Cluster Working Groups. August 2019. Terms of Reference. Available: https://reliefweb.int/report/world/logistics-
cluster-working-groups-terms-reference-august-2019



Supplier forums: Communication platform example

What are supplier forums?
A supplier forum is a tool for communication between government supply chain management organisations 
and private suppliers. Holding supplier forums encourages networking for beneficial relationships beyond the 
forum. Supplier forums are networking meetings between supply chain management organisations from the 
public sector and private sector suppliers (individuals or organisations providing supply chain products or 
services). They can be centred on a particular health programme (e.g. HIV/AIDS) or a particular functional 
activity in the supply chain (e.g. freight forwarding).

Supplier forums share best practices, strategic approaches, innovation and product developments, scientific 
and regulatory updates between the public sector and private suppliers. They are a platform to encourage 
interactions and networking among participants that can initiate beneficial and long-lasting relationships 
beyond the forum.

Supplier forums occur periodically on scheduled dates at set locations. The government would host the forum 
and invite participants from the private sector at their discretion. The private sector can also fulfil the role of 
host. The forum contains a set agenda for participants to follow. This might include breakaway sessions on 
specific topics with time allocated for networking or discussion. 

Step-by-step approach to setting deliberate and effective agenda items

A successful supplier forum agenda can adopt a ‘3P’ approach. Adopting a ‘3P’ approach ensures supplier 
forums are planned and executed well to achieve their purpose. The three ‘P’s stand for purpose, people and 
process. 

1. Purpose: 
Begin by defining the overall purpose of the supplier 
forum in a discernible manner, why it is being held 
and what it aims to achieve. Construct the purpose 
statement as a ‘do-able’ such as ‘to share best 
practices in warehouse management’. If there are 
breakaway subject-specific sessions planned for the 
forum, define the purpose for each session.

2. Process: 
Define how the agenda items will run, what specific 
things will take place within the supplier forum 
to achieve the purpose (e.g. presentations, panel 
discussions, networking sessions).

3. People: 
Define who will attend the supplier forum to achieve 
the purpose. Invite participants in a timely manner 
and ensure they understand what is expected of them 
when they arrive at the forum. 



Example of a successful supplier platform
The Nutrition Health programme forum hosted
by the united nations international children’s fund is an example of a successful supplier platform. A two-
day forum in 2019 to learn about progress made towards meeting nutrition-supply related result indicators 
(purpose statement). The forum was structured in breakaway sessions on topics of supply chain functions, 
each with an agenda and technical experts (where relevant). The agenda from the two-day forum is outlined 
below. 

Nutrition supply forum - Agenda Day 1

Technical and quality 
assurance session

• Quality Assurance System for 
Nutrition Products - Policy 
Framework

• Results of UNICEF Pre-
Delivery Inspection (PDI) 
and testing of nutritional 
products in 2018+ Trending 
of test results for improved 
performance

• Specifications and 
quality assurance for 
anthropometric equipment

• GMP Inspections: new trends 
and major observations

• Updates on regulation: Codex 
and RUTF & MNP

Programme session

• Welcome and opening 
remarks

• UNICEF Supply Division 
overview

• Sustainable Development 
Goals and UNICEF’s nutrition 
strategy

• Update on WHO Guidelines 
on Nutrition including 
scientific evidence 
requirements for new RUTF 
products

Procurement and 
contracting session

• UNICEF’s influencing markets 
approach

• UNICEF Nutrition 
procurement overview and 
update for key commodities

• WFP Nutrition procurement 
overview and update for key 
commodities

• USAID/FFP Nutrition 
procurement overview and 
update for key commodities

• Supplying to UNICEF - 
contracting process for 
nutrition products and 
contract management

• Panel discussion: market 
experience with raw 
materials - dairy, peanuts, 
vitamins and minerals

• Anthropometric equipment: 
tender and market update

Nutrition supply forum - Agenda Day 2

Markets, products and 
innovation session

• UNICEF’s approach to 
innovation and scaling up 
innovation for nutrition

• RUTF formulations with 
alternative ingredients

• Innovation height measuring 
devices

• Market place with 
presentations and exhibitions 
on various topics

• Wrap-up and closing

Technical and quality 
assurance session

• Inter-Agency stability 
requirements for specialized 
foods

• Process capability and 
statistical process control 
(SPC)

• Update from Inter-Agency 
working group for specialized 
Nutritious Food Products

Upstream and 
downstream supply chain 
session

• UNICEF response to 
emergencies

• Supply chain of nutrition 
products and supply chain 
issues



Summary of Enabler Tool: Advocacy and governance

This Enabler Tool, Advocacy and governance, has focused on how to develop an advocacy process for 
developing outsourcing buy-in. Advocacy and governance have guided you through understanding stakeholder 
expectations, guidelines for advocacy processes and tools and supplied examples of governance structure and 
communication platforms. Advocacy and governance works with Policy, People and Technology to support 
the Process Steps.



Enabler tool

People
Workforce development and change 
management

In this Enabler Tool, you will learn:
• What workforce development is for outsourcing
• About the Human Resources for Supply Chain Management Theory of Change
• Recommended tools and key performance indicators for the four human resources pathways

In healthcare organisations, the human factor is the determinant of performance and change processes. The 
success of outsourcing is associated with a thoroughly planned and implemented strategy and with the people 
involved in planning and implementation. Thus, people are enabler resources that contribute to the success of 
outsourcing initiatives.

The human elements to consider are:

• Organisational style and structure (a people-centred process, with involved, motivated and accountable 
teams and leader empowerment, and a flat structure focused on processes, not hierarchies); 

• Staff selection (based on management and leadership skills, and giving clear and individual performance 
targets); and 

• Training (solving problems and other individual continuous development programs). 

People are a critical element to outsourcing success and thus should be considered throughout all four Process 
Steps. 

For each Step, we have provided the key considerations for workforce development, categorised using the 
four pathways of the People that Deliver Building Human Resources for Supply Chain Management Theory of 
Change: 

• Staffing
• Skills
• Working Conditions
• Motivation

The purpose of the People Tool is to provide a guide in helping the build human resources and organisational 
structures that manage a successful outsourced relationship. It is worth noting that the technical and managerial 
competencies required to manage an outsourced contractor can differ from those needed for an in-house 
approach.



The People Tool will guide you through:

The People Tool will help you:

• Understand what the staffing needs are
• Identify what skills are required to manage the outsourced activity successfully 
• Determine whether the appropriate legal, financial and performance management frameworks are in place
• Understand the government standards for workforce safety and the working environment
• Decide how you will measure success and implement feedback mechanisms

While using the People Tool, you will:

• Analyse staffing structure and needs
• Engage with other departments within the public sector that need to be involved in the outsourcing process
• Identify skills gaps, core and non-core competencies for both the public sector and the contractor
• Require government policies and approval authority
• Consider the required budget for workforce assessment, recruitment of new staff, and training
• Need data on current workforce performance

Staffing considerations 
and tools

Skills considerations and 
tools

Working Conditions 
considerations and tools

Motivation 
considerations and tools



Team and Role Requirements:

• Communication and involvement of staff throughout the process are critical for success.

After using the People tool, you will:

• Be able to fill management roles with the right skills and competencies to manage the contractor
• Have a revised organisational chart with clear roles and lines of reporting authority
• Possess an implementation framework agreed upon by all parties, which includes performance 

management, incentives and penalties, quality assurance measurement, and the transition plan

People connects to the following Process Steps:

1. Assess: 
              what capabilities are required? 
2. Evaluate:
              will you outsource or not outsource? 
3. Contract: 
              determine the level of investment required in contracting expertise
4. Implement: 
              are skills in place for outsourcing? How will the outsourcing process be evaluated as part of  
              continuous improvement?



People

Introduction 
to workforce 
development

In this section, you will learn:
• What workforce development is
• Why does developing the health supply chain workforce matter?
• About the Human Resources for Supply Chain Management Theory of Change
• What assessment tools and guides exist for workforce development 

What is workforce development?

Workforce development involves systems, settings and people. It aims to improve the functioning of the entire 
workforce by addressing the systems and structures that shape it (such as recruitment, retention and support 
mechanisms). At the individual level, it means improving personal professional functioning through education, 
training, mentoring, etc. Capacity building is central to workforce development, building the system’s capacity 
to maintain programs and deliver new ones.

Why does developing the health supply chain workforce matter?

Health supply chain management is complex and requires appropriate staff, organisational structures, skills, 
working conditions, and resources. Public and private sectors draw from a similar, limited pool of skilled workers 
to staff supply chains for various commodity types, and this shortage continues to expand as economies grow.

Introduction of workforce development for outsourcing

When logistics and supply chain management operations are newly outsourced, building contract management 
capacity may require hiring new staff or additional training for staff who previously directly managed operations. 
The internal staff transitioning to a contract management role need to understand the shift in mindset from 
direct management to contractor oversight and relationship management.

Managing a supplier relationship may require additional training or capacity building. Staff who once directly 
managed a warehouse or scheduled transport will now need to be equipped to handle a supplier relationship 
and ensure that operations are running smoothly and customers’ needs are being met. There will be a shift 
toward oversight that includes checking, approving and processing invoices, information management, and 
ensuring service levels are met (quality monitoring).



Other key areas are financial oversight, conflict management and relationship building. Governments must 
have sufficient technical capacity to write clear and complete technical requirements and terms for the service 
agreements and assess the proposals.

After award, the government must have systems and capacity to manage the service provider’s performance – 
i.e., monitor performance and take corrective action when prescribed performance expectations are not met. 
The government must also understand that it still has the ultimate responsibility for performance – fault for 
underperformance will rightly fall on the ministry of health or the central medical store if they cannot award 
and manage the contract successfully.

Human Resources for Supply Chain Management Theory of Change

Health outcomes are improved

The importance of the supply chain is acknowledged 
throughout the health system and positioned accordingly

Workers apply their skills 
are appropriate at every 
level of the supply chain

Skills

Staff have 
leadership 

skills

Understand 
roles and 
respon-
sibilities

Adequate 
technical, 

managerial 
competence

Staffing

All critical supply chain 
positions and/or 

competencies filled

Adequate 
pool of 

workers

Sufficient 
budget

Ability to 
recruit 
quality 

candidates

Working conditions 
support performance

Working conditions

Favorable 
social and 
emotional 

environment

Up-to-date 
relevant 

tools and 
equipment

Physical 
environment 
is safe, clean 
conducive to 
performance

Commodities are available at 
service delivery points to meet 

needs in the most cost effective 
way possible

supply chainworkers 
motivated to do their 

jobs

Motivation

Good       
performance 

support

Workers 
have sense 

of ownership 
of their role

Supply chain 
workers 

understand 
and care about 

their roles in 
health core 

system

Work performance is optimized

People that Deliver building human resources for supply chain 
management theory of change

People that Deliver developed the Human Resources for Supply Chain Management Theory of Change (HR4SCM 
TOC) in 2018. The HR4SCM TOC analyses the conditions needed to ensure that workers at every level of the 
supply chain are performing optimally to fulfil all the necessary functions of an effective supply chain system.

The HR4SCM TOC states four pathways—Staffing, Skills, Working Conditions, and Motivation—are necessary 
to build human resources for effective supply chain management. The next page will apply Staffing, Skills, 
Working Conditions and Motivation considerations across the Process Steps.

The long-term outcome of the HR4SCM TOC is a competent, adequately staffed workforce with the skills to 
operate the supply chain effectively, which is a key performance driver of supply chains.



Workforce resources
People that Deliver HR4SCM TOC diagnostic tool

A diagnostic tool for the rapid assessment of the supply chain workforce applying People that Deliver’s HR4SCM 
TOC methodology. 

https://peoplethatdeliver.org/resources/hr4scm-diagnostic-tool

Effective Vaccine Management (EVM) 2.0

The EVM provides the platform needed to monitor and assess the vaccine supply chain system. The recent 
launch of the EVM 2.0 app has a dedicated category for Human Resources and management. 

https://extranet.who.int/evm2/web 

National supply chain assessment toolkit (NSCA)

The National Supply Chain Assessment is a comprehensive toolkit that assesses the capability and performance 
at all levels of a health supply chain or can focus on a specific level or site within the system. The NSCA has a 
dedicated module on HR. 

https://www.ghsupplychain.org/key-initiatives/national-supply-chain-assessment-nsca-toolkit

How to conduct supply chain management competency gap assessments

A recorded webinar providing an overview of a range of supply chain management competency assessment 
tools that are available with considerations for how these approaches may be applied to your country context. 

https://youtu.be/MIDVC8TALiY 

Outsourcing the distribution component of vaccine and medicine supply chains

The framework has been designed specifically to assist government-operated
central medical store vaccine and medical supply chains in outsourcing distribution services. It also includes 
the Transaid third-party logistics management capacity assessment tool. 

http://www.transaid.org/wp-content/uploads/2016/02/GAVI-Outsourcing-Report.pdf

Managing access to medicines and health technologies 
(Management Sciences for Health)

Managing Drug Supply (MDS) is the leading reference for managing essential medicines in developing 
countries. The Human Resources chapter covers Human Resources Management and Capacity Development 
and Designing and Implementing Training Programs. Explore the reference manual here. 

https://www.msh.org/resources/mds-3-managing-access-to-medicines-and-
health-technologies?keywords=&field_resource_type[0]=Tool&field_resource_
type[1]=Publication&system[0]=87



People

Staffing considerations 
across the Process 
Steps

In this section, you will learn:
• How to apply Staffing considerations across the Process Steps
• The recommended Staffing tools and Key Performance Indicators (KPIs) for each Process Step

The levers of the Staffing pathway work together to produce an adequate pool of workers to fill critical supply 
chain positions. Filling all critical supply chain positions and competencies significantly affects key performance 
measures such as revenue, costs, and quality. It is therefore vital to the supply chain strategy. Because of how 
tightly coupled these positions are to the performance of the supply chain, an absence of qualified workers for 
a critical role can have devastating results.

Some elements of Staffing are cross-cutting across all four Process Steps. The Staffing pathway assumes:

• All critical supply chain positions and competencies are filled, and there is an adequate pool of workers to 
fill supply chain roles or functions. In many contexts, the skilled supply chain workers pool is insufficient 
and unevenly distributed, with more workers in the private sector rather than the public sector. A robust 
pool of skilled workers is necessary to staff a supply chain system and ensure supply chain performance.

• The proper job description and the specific qualifications for supply chain positions are accurately described.
 
• An effective recruitment system exists for supply chain positions; workers have job security and competitive 

salaries.

• General recruitment and hiring policies exist, Equal Employment Opportunity policies cover recruitment 
practices and public sector recruitment and hiring policies permit staff with adequate supply chain 
experience.
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How Staffing interacts with each 
Process Step

Explore how Staffing interacts with each Process 

ASSESS: Steps to take

1. In a pre-assess phase, identify who is making the decisions, who has the power to make decisions, and  
              who can manage outsourcing.

2. Identify the roles that will manage the outsourced vendor.

3. Identify the positions that exist now that implementing outsourcing will make redundant.

4. Assess staff awareness of existing Human Resource policies.

5. Confirm that policies are in place that ensures transparency and fairness.

6. Assess the outsourcing entity’s ability to recruit quality candidates with the necessary outsourcing 
              competencies (recognising this is a separate set of competencies, see the “Skills” matrix for those 
              competencies).

Recommended tools

People that Deliver workforce optimization tool

A strategic tool that allows supply chain managers to look at the effects of staffing on performance indicators 
and make needed adjustments. 

https://peoplethatdeliver.org/resources/workforce-optimization-tool

Library of competencies and designations for health supply chains

This serviced-based (non-cadre specific) framework presents seven competency domains that cover the 
practice of Health Supply Chain Management across the public and private sectors. This comprehensive 
framework provides ‘behaviour statements’ outlining workplace expectations in all listed competency domains 
and competency groups. 
https://peoplethatdeliver.org/r
esources/scm-professionalisation-framework

Change management and coping mechanisms, the “Basic PH” model of coping and 
resilience

The first book published on this coping approach as an ongoing effort to manage life challenges. It is used as a 
practical resiliency assessment, intervention, and recovery model.

https://bit.ly/34iVYL8



EVALUATE: Steps to take

1. Evaluate the process of shifting the staffing structure from executing to contract management  
              (what it looks like and what it will entail).

2. What is the contractual status of staff?

3. Determine if positions can be made redundant or if they are part of civil service.

4. Evaluate the impact on staffing cost, including (but not limited to) salaries.

5. Evaluate whether the costs you had are comparable to those you will experience if you outsource a 
              specific activity.

6. Test cost scenarios to determine the ability to scale to the correct business size needed for the new 
              activities.

Recommended tools

Library of competencies and designations for health supply chains

This serviced-based (non-cadre specific) framework presents seven competency domains that cover the 
practice of Health Supply Chain Management across the public and private sectors. This comprehensive 
framework provides ‘behaviour statements’ outlining workplace expectations in all listed competency domains 
and competency groups. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework

Change management and coping mechanisms, the “Basic PH” model of coping and 
resilience

The first book published on this coping approach as an ongoing effort to manage life challenges. It is used as a 
practical resiliency assessment, intervention, and recovery model. 

https://bit.ly/34iVYL8



CONTRACT: Steps to take

1. Ensure the contract considers the necessary non-negotiable strategic staffing positions.

2. Ensure to involve other departments as early as possible (such as Administration and Finance) so that 
              they can help craft the contract properly.

3. Ensure there is a declaration and avoidance of conflict of interests (real or perceived).

4. Ensure there is a clear segregation of duties (checks and balance).

5. Verify that KPIs are objective and precise for the service level agreements, unethical behaviour and 
              cancellation of contracts.

Recommended tools

People that Deliver collection of supply chain roles and job descriptions

This tool provides a systematic way to build job descriptions and consider supply chain management roles with 
reference to the Library of Competencies and Designations for Health Supply Chains. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework
Library of competencies and designations for health supply chains

This serviced-based (non-cadre specific) framework presents seven competency domains that cover the 
practice of Health Supply Chain Management across the public and private sectors. This comprehensive 
framework provides ‘behaviour statements’ outlining workplace expectations in all listed competency domains 
and competency groups. 

Change management and coping mechanisms, the “Basic PH” model of coping and 
resilience

The first book published on this coping approach as an ongoing effort to manage life challenges. It is used as a 
practical resiliency assessment, intervention, and recovery model. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework



IMPLEMENT: Steps to take

1. Monitor the performance of the staff who manage the contracts.

2. Ensure there is a policy to report kickback wrongdoing (i.e. illegal payments intended as compensation 
              for preferential treatment or any other type of improper services received).

3. Collect feedback from the contractor on the working relationship between their staff and your 
              organisation.

4.           Create a governance structure with equal representation from all parties: establish a Joint Working 
              Committee to manage outsourcing relationships and assure collaboration and information sharing 
              with the outsourcer and provider representatives.

5. Ensure there is an ongoing review process of the service level agreement with milestones, KPIs and 
              metrics.

Recommended tools

Library of competencies and designations for health supply chains

This serviced-based (non-cadre specific) framework presents seven competency domains that cover the 
practice of Health Supply Chain Management across the public and private sectors. This comprehensive 
framework provides ‘behaviour statements’ outlining workplace expectations in all listed competency domains 
and competency groups. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework

Change management and coping mechanisms, the “Basic PH” model of coping and 
resilience

The first book published on this coping approach as an ongoing effort to manage life challenges. It is used as a 
practical resiliency assessment, intervention, and recovery model. 

https://bit.ly/34iVYL8



Key Performance Indicators (KPIs) for Staffing

You can use the following KPIs to measure progress towards achieving expected 
outcomes (see the https://peoplethatdeliver.org/sites/default/files/resource_contents_
files/04%20PtD%20Collection%20of%20Roles%20and%20JDs%20for%20Health%20
SC%2027%20Sept.pdf#overlay-context=resources/scm-professionalisation-
framework for more KPIs).

• Percentage of critical positions currently filled at each level.
• Percentage of critical supply chain management competencies that are present in existing positions.
• Percentage of staff that have agreed to the employee handbook, which states the organisation’s mission, 

policies and expectations.
• Different employees perform internal control, authorisation, recording, and custody of assets duties.

 



People

Skills considerations 
across the Process 
Steps

In this section, you will learn:
• How to apply Skills considerations across the Process Steps
• The recommended Skills tools and Key Performance Indicators (KPIs) for each Process Step

The competencies required by leaders and supply chain workers should include the skills needed to manage 
the relationship with the outsourced partner. The technical and managerial competencies necessary to manage 
an outsourced partner can differ from an in-house approach. 

The Skills pathway assumes that: 

• workers apply their skills as appropriate at every level of the supply chain
• supply chain workers have leadership skills within their sphere of operations 
• supply chain workers understand their roles and responsibilities in the supply chain system
• the steps and competencies required to undertake supply chain tasks are known, and 
• each position within the supply chain has defined roles and responsibilities. 

Effective supply chains require all supply chain management staff to use their skills to fulfil their job description 
at every supply chain level. A weak link or inability to perform a job description will result in a break in data flow 
or commodities flow.

Some elements of skills are cross-cutting across all four Process Steps. These include managerial competencies 
such as effective leadership, oversight, coalition building, relationship building and management, communication 
and negotiation, and the ability to operationalise/mobilise both financial and human resources (list not 
exhaustive). In addition, the senior staff managing the outsourcing provider should have experience in public 
and private sector health supply chains to bridge the two. Consider throughout the process the linkages with 
Policy and Advocacy.



People

How skills considerations 
interacts with each Process Step

ASSESS: Steps to take

1. Assess the needed skills to execute the contract and evaluate the outsourcing provider’s    
              performance. Essential skills to have are communication, interpersonal, stakeholder management, 
              and relationship building or management.

2. Check national legislation that defines the supply chain function for critical positions (senior 
              managers).

3. Senior leadership should have an understanding of the skills needs from a strategic, big picture 
              level.

Recommended tools

Training needs analysis toolkit (UNICEF)

A strategic tool that allows supply chain managers to look at the effects of staffing on performance indicators 
and make needed adjustments.
 
https://www.technet-21.org/iscstrengthening/index.php/en/leadership-documents

SCOR modelling for benchmarking (ASCM) 

Requires ASCM Membership to access these standardised metric benchmark tools based on the Supply Chain 
Operations Reference (SCOR) model. 

http://www.apics.org/apics-for-business/benchmarking

GHSC-PSM self-reflection competency gap assessment

The online assessment tool is based on the specific supply chain management technical and managerial 
competencies identified in the job description. 

https://www.dropbox.com/sh/jamnweyxr5qaw7l/AAByIARHRY8lsiTkwbhmiGe1a?dl=0



Mapping of education for health supply chains (People that Deliver)

This tool explains how an education and training framework should be considered within a country context 
to align with supply chain management job roles. The tool aligns with domains and levels within the Library of 
Competencies and Designations for Health Supply Chains.
 
https://peoplethatdeliver.org/resources/scm-professionalisation-framework

A process guide and toolkit for strengthening public health supply chains through 
capacity development (UNICEF)

The toolkit provides a framework for approaching the challenge, a process guide that provides suggested steps 
and recommended practices, and a resource guide with explanations of and links to critical tools, guidelines 
and other resources that will support the application of specific methodologies.

https://peoplethatdeliver.org/ptd/download/file/fid/6

EVALUATE: Steps to take

1. Determine the firm’s core and non-core competencies to understand the system, possible efficiencies   
              and cost implications. Take the time to differentiate between what the government is good at versus 
              what it is not good at and should outsource.

2. Evaluate the skills of the different service providers you are considering contracting.

3. Conduct skills benchmarking to get a clear picture of the firm’s competitive talent positioning and 
              identify employees with specific skills.

4. This step requires data analysis, financial analysis, cost-benefit analysis skills, and analysis of these 
              assessments.

Recommended tools

Mapping of education for health supply chains (People that Deliver)

This tool explains how an education and training framework should be considered within a country context 
to align with supply chain management job roles. The tool aligns with domains and levels within the Library of 
Competencies and Designations for Health Supply Chains. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework

A process guide and toolkit for strengthening public health supply chains through 
capacity development (UNICEF)

The toolkit provides a framework for approaching the challenge, a process guide that provides suggested steps 
and recommended practices, and a resource guide with explanations of and links to critical tools, guidelines 
and other resources that will support the application of specific methodologies. 

https://peoplethatdeliver.org/ptd/downloa  d/file/fid/691



CONTRACT: Steps to take

1. Make sure the appropriate legal, financial and performance management frameworks are in place.

2. Understand the structure of contracting authority (and level of authority) in the country (e.g. 
              national level and ministry level) and have the ability to sell this to the approving authority.

3. Ensure robust risk mitigation and risk management plans are in place.

4. Important skills include decision-making, supplier relationship building and management, 
              negotiation (external and internal), measurement, financial, and determining terms and  conditions.

Recommended tools

Mapping of education for health supply chains (People that Deliver)

This tool explains how an education and training framework should be considered within a country context 
to align with supply chain management job roles. The tool aligns with domains and levels within the Library of 
Competencies and Designations for Health Supply Chains. 

https://peoplethatdeliver.org/resources/scm-professionalisation-framework

A process guide and toolkit for strengthening public health supply chains through 
capacity development (UNICEF)

The toolkit provides a framework for approaching the challenge, a process guide that provides suggested steps 
and recommended practices, and a resource guide with explanations of and links to critical tools, guidelines 
and other resources that will support the application of specific methodologies. 

https://peoplethatdeliver.org/ptd/downloa  d/file/fid/691



IMPLEMENT: Steps to take

1. Put in place a comprehensive implementation framework (a blueprint for the implementation that      
              includes the needed technical skills, a performance management toolkit, incentives and penalties, 
              and quality assurance measurement).

2. Within the Implementation Framework, include the necessary scopes of work (SOWs), standard 
              operating procedures (SOPs), and memoranda of understanding (MOU).

3. For governance procedures, it is vital to understand the drivers, such as MOUs and the transition   
              plans. Every in-house people skill will be required for the implementation phase.

4. When going from the ministry of health undertaking a task to outsourcing it, plan for the handover,  
              share skills between partners, and manage them for a good transition.

5. Important skills to have: accountability, negotiation, reporting, advocacy driving continued buy-in,  
              communication, and engaging the beneficiaries through the MOU’s.

Recommended tools

Management of medicines and health supplies manual. (Division of Pharmacy 
Services, Uganda Ministry of Health)

This manual describes how to manage supplies based on revised and harmonised tools. It will act as a reference 
guide for health workers and focus on the basic principles of supply chain management. 

https://www.health.go.ug/docs/MOMHSM_2012.pdf

i+solutions training services

Offers training on all aspects of the public health supply chain of low- and middle-income countries. The training 
is suitable for health professionals of all levels of the health system.

https://www.iplussolutions.org/services/tra  ining/

Mapping of education for health supply chains (People that Deliver)

This tool explains how an education and training framework should be considered within a country context 
to align with supply chain management job roles. The tool aligns with domains and levels within the Library of 
Competencies and Designations for Health Supply Chains.

https://peoplethatdeliver.org/resources/scm-professionalisation-framework

A process guide and toolkit for strengthening public health supply chains through 
capacity development (UNICEF)

The toolkit provides a framework for approaching the challenge, a process guide that provides suggested steps 
and recommended practices, and a resource guide with explanations of and links to critical tools, guidelines 
and other resources that will support the application of specific methodologies. 

https://peoplethatdeliver.org/ptd/downloa  d/file/fid/691



Key Performance Indicators (KPIs) for Staffing

You can use the following KPIs to measure progress towards achieving expected 
outcomes (see the https://peoplethatdeliver.org/sites/default/files/resource_
contents_files/04%20PtD%20Collection%20of%20Roles%20and%20JDs%20for%20
Health%20SC%2027%20Sept.pdf#overlay-context=resources/scm-professionalisation-
framework for more KPIs).

• Percentage of staff appraisals with a rating of satisfactory or above in 12 months.
• Percentage of staff who are competent in leadership competencies listed in their job description.
• Percentage of staff who meet 80% of the required competencies to complete their job.
• Competency frameworks, which define the knowledge, skills, and attributes needed, are available for  
              all supply chain cadres. 
• Percentage of supply chain positions for which a job description exists.
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Working Conditions 
considerations across 
the Process Steps

In this section, you will learn:
• How to apply Working Conditions considerations across the Process Steps
• The recommended Working Conditions tools and Key Performance Indicators (KPIs) for each Process Step

Outcomes in the Working Conditions pathway ensure supervisors have the competence and skills to establish a 
safe work environment and implement critical policies that build a favourable social and emotional environment, 
including Equal Employment Opportunity and anti-harassment policies. Leaders and supervisors are responsible 
for establishing and maintaining an organisational culture that supports a favourable social and emotional 
environment with a problem solving solution-focused culture. Research consistently links positive emotional 
work environments with better performance, quality, and customer service. Availing resources necessary for 
a safe, clean physical environment is fundamental to establishing Working Conditions that support optimal 
performance.

Some elements of Working Conditions are cross-cutting across all four Process Steps. The Working Conditions 
pathway assumes: 

• Working conditions support performance. Better physical, social, and emotional working conditions  
              increase productivity and improve performance among supply chain workers. 

• Motivating employees is a combination of  fulfilling their job expectations and putting in place workplace 
              factors that enhance their job satisfaction. 

• The key to an efficient workforce is providing a safe work environment and supporting employee 
              motivation and satisfaction.
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How Working Conditions interact 
with each Process Step

ASSESS: Steps to take

1. Assess the current cultural climate, current working practices, current performance in health and  
              safety.

2. Assess tools and equipment being used.

3. Understand “as-is” versus desired standards, legal framework standards and security requirements.

4. Assess the organisation’s capability to reach desired standards.

EVALUATE: Steps to take

1. Review the contractor’s health and safety standards, equipment, and facilities.

2. Review contractor’s safety culture.

3. Review contractor’s Standard Operating Procedures (SOPs).

4. Consider the contractor’s openness and willingness to share information and adopt a collaborative  
              culture.

5. Evaluate the level of transparency at the management level.



CONTRACT: Steps to take

1. The contract should abide by government standards for workforce safety and the working 
              environment.

2. Ensure that the contract includes language on working conditions and workforce.

3. Build standards into the contract (SOPs, wages, conditions, environment, safety).

Recommended tools

People that Deliver Human Resource policies package for supply chain organisations 

The package provides background information, definitions, organisational policies, procedures, overall 
applicability, and overall guidance for each section of the Human Resource policies. This standard is meant to 
be used as a guideline for Health Supply Chain Organisations that do not have a Human Resource policy manual 
or wish to update the existing policy and ensure that it contains best practices. Therefore, this document 
should be used as a reference tool when developing, revising or updating Human Resource Policy Manuals. 

https://peoplethatdeliver.org/resources/standard-human-resources-policies-package-health-supply-chain-
organisations

IMPLEMENT: Steps to take

In transitioning the organisation to an outsourced partner, consider the following:

1. Cultural climate.

2. Level of performance.

3. Monitor standards and KPIs (ensure those standards are monitored, that all of the basic legal,   
              health and safety standards are maintained, e.g. even though you outsource, you are still 
              responsible for safety in facilities.)



Key Performance Indicators (KPIs) for Working Conditions

You can use the following KPIs to measure progress towards achieving expected 
outcomes (see the https://peoplethatdeliver.org/sites/default/files/resource_
contents_files/04%20PtD%20Collection%20of%20Roles%20and%20JDs%20for%20
Health%20SC%2027%20Sept.pdf#overlay-context=resources/scm-professionalisation-
framework for more KPIs).

• Percentage of staff who feel that their working conditions positively support performance.

• Percentage of staff who report having all of the necessary and relevant tools to perform their jobs.

• Percentage of staff who feel positively that their organisation is committed to maintaining a fair and  
              respectful workplace.

• Percentage of supervisors who have received training on establishing a safe and clean work environment.
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Motivation 
considerations across 
the Process Steps

In this section, you will learn:
• How to apply Motivation considerations across the Process Steps
• The recommended Motivation tools and Key Performance Indicators (KPIs) for each Process Step

The foundation of the Motivation pathway is that supervisors have the knowledge, skills, and enabling 
environment to provide feedback, recognise good performance, and conduct supportive supervision and 
performance management. Methods such as financial and non-financial incentive programs apply strategies 
that have been developed in the private sector. Building a sense of ownership among employees by ensuring 
that workers have authority to make and implement decisions has been studied among employees in the 
commercial sector. Management research has also shown that when workers feel greater ownership for their 
work, this positively impacts performance and job satisfaction.

Some elements of Motivation are cross-cutting across all four Process Steps. The Motivation pathway assumes: 

• Supply chain workers are motivated to do their jobs. If supply chain workers are not motivated, they will 
              not be as productive in the workplace. 

• Good performance is supported within the system, supply chain workers understand and care about  
              their role in the health care system, and supply chain workers have a sense of ownership. 

• Poor performance is corrected, and good performance is recognised and rewarded and leads to career 
              advancement. 

• Financial and non-financial incentives and performance management policies are in place.
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How Motivation interacts with 
each Process Step

 ASSESS: Steps to take

1. Assess the current understanding of outsourcing with key stakeholders. Using the Advocacy section   
              of the OSTK, advocate with key stakeholders about the potential benefits of outsourcing, e.g., better 
              results or better use of resources.

2. Understand the current costs and current performance of the workforce.

3. Understand key barriers to buy-in among key stakeholders. Address concerns regarding how 
              outsourcing could impact staff. Link to skills as there are limitations to what staff can and can’t do.

4. Consider Boundary rationality theory in your advocacy: One can only make decisions and actions 
              subject to their own space and knowledge, e.g., When pharmacists in hospital pharmacies are  
              tasked to look at data to identify shortages, it can be demotivating if they lack knowledge or are 
              unable to do so.

5. Provide a clear rationale for outsourcing; build trust through communication.

6. Communicate the link between the vision for the current organisation and outsourcing.

Recommended tools

Kotter’s eight-step change model

A guide to manage and support organisational change effectively by establishing buy-in to outsourcing, 
removing threats against outsourcing and implementing outsourcing changes successfully. 

https://www.ostkonline.com/ostkv1-0/implement-managing-the-transition-process/

People and culture survey on communication

What makes the difference between a good workplace survey and a bad one? The difference, quite simply, is 
careful and informed design. This article explores some failures in design and provides 16 guidelines to help 
organisations improve their workplace surveys. 

https://hbr.org/2002/02/getting-the-truth-into-workplace-surveys



 

EVALUATE: Steps to take

1. Evaluation needs to cut across the four pathways to provide measurement, evaluation and 
              improvement.

2. Measurement of success and feedback mechanisms. How is the ministry of health being measured 
              for success, review and actions related to feedback?

3. The decision must be made through an open and transparent process (and remain objective during   
              the process).

4. During the decision step, be aware of preconceived ideas and associated motivations, e.g., expensive, 
              already have the skills.

5. As part of evaluating the impact on the remaining workforce, consider the impact of outsourcing on  
              the level of motivation.

6. Decide on the measures to take to ensure motivation levels are maintained, e.g. communication.

Recommended tools

Kotter’s eight-step change model

A guide to manage and support organisational change effectively by establishing buy-in to outsourcing, 
removing threats against outsourcing and implementing outsourcing changes successfully. 

https://www.ostkonline.com/ostkv1-0/implement-managing-the-transition-process/

People and culture survey on communication

What makes the difference between a good workplace survey and a bad one? The difference, quite simply, is 
careful and informed design. This article explores some failures in design and provides 16 guidelines to help 
organisations improve their workplace surveys. 

https://hbr.org/2002/02/getting-the-truth-into-workplace-surveys



   

CONTRACT: Steps to take

1. Everyone needs to be on the same page and understand the complexities of outsourcing and what 
              it takes to get it right; otherwise, motivation can be affected.

2. Communicate the factors necessary for success.

3. Contract giver fails to appreciate limited liability (things outside of control and how that affects 
              motivation, resilience planning).

4. Relationship management is a key to ensuring motivation for both parties. Make sure to build 
              flexibility and resiliency into the contract.

5. Consider the workforce implications on the terms and conditions of the contract.

6. Motivation of “contracted” employees should be part of the contract, with shared ownership and 
              goals.

7. Transparency in outsourced activities.

Recommended tools

Kotter’s eight-step change model

A guide to manage and support organisational change effectively by establishing buy-in to outsourcing, 
removing threats against outsourcing and implementing outsourcing changes successfully.

https://www.ostkonline.com/ostkv1-0/implement-managing-the-transition-process/

People and culture survey on communication

What makes the difference between a good workplace survey and a bad one? The difference, quite simply, is 
careful and informed design. This article explores some failures in design and provides 16 guidelines to help 
organisations improve their workplace surveys. 

https://hbr.org/2002/02/getting-the-truth-into-workplace-surveys



 IMPLEMENT: Steps to take

1. The importance of active management.

2. There is no such thing as an iron-clad contract. Success is tied to the partnership.

3. Values: be a good partner, don’t demotivate (pay on time, be responsive, develop relationships).

4. Champions as a motivator, explainer, lightning rod (within the ministry of health, NGO or outsourced  
              company).

5. Maintain motivation over the life of the contract with active management. Sustaining this takes time,  
              and people can get distracted.

6. Conduct regular meetings between the contractor and contracted, provide feedback on progress and 
              performance.

7. Set clear milestones and regular communication for transparency.

Recommended tools

People that Deliver performance management toolkit

The toolkit is based on the HR4SCM TOC framework and addresses the specific performance management 
needs of the health supply chain workforce, including supportive supervision. 

Kotter’s eight-step change model

A guide to manage and support organisational change effectively by establishing buy-in to outsourcing, 
removing threats against outsourcing and implementing outsourcing changes successfully.

https://www.ostkonline.com/ostkv1-0/implement-managing-the-transition-process/

People and culture survey on communication

What makes the difference between a good workplace survey and a bad one? The difference, quite simply, is 
careful and informed design. This article explores some failures in design and provides 16 guidelines to help 
organisations improve their workplace surveys. 

https://hbr.org/2002/02/getting-the-truth-into-workplace-surveys



Key Performance Indicators (KPIs) for Motivation

You can use the following KPIs to measure progress towards achieving expected 
outcomes (see the https://peoplethatdeliver.org/sites/default/files/resource_
contents_files/04%20PtD%20Collection%20of%20Roles%20and%20JDs%20for%20
Health%20SC%2027%20Sept.pdf#overlay-context=resources/scm-professionalisation-
framework for more KPIs).

• Number and percentage of employees recognised by formal recognition systems.

• Bradford Factor 1: D (S x S), where D is the total days of absence over a set period and S is the number 
              of spells of absence over the same period.

• The average level of reported staff satisfaction.

• Performance management policies exist.



United Kingdom
National Health Service 
undertakes public to private 
outsourcing for procurement and 
logistics of health commodities

 Background
The Department of health in the United Kingdom decided to outsource the procurement and logistics functions 
that were at that time being managed by the National Health Service (NHS). Their main goal was to reduce 
overall costs while guaranteeing end-to-end supply chain control and increasing sales. The NHS transferred 
resources by establishing a Master Services Agreement (MSA) with Exel, a private sector logistics provider. The 
MSA created a new private organisation called NHS SC, owned and operated by Exel. NHS supply chain would 
take over the procurement and logistics responsibilities that the NHS formerly managed.

Critical success factors:

• Filling skills gaps: Procurement professionals from the private medical, retail sector were brought into 
              the NHS to complement existing public sector expertise. New management roles were created and 
              filled with staff that had both public and private sector expertise. They worked with both the NHS 
              supply chain and NHS teams.

• Creating a governance structure with equal representation from all parties: The contract agreement  
              included the establishment of a Joint Working Committee for managing the outsourcing relationships  
              and ensuring collaboration and information sharing. Representatives from both the outsourcer and 
              provider were on this committee.

• Communication: Clear communication channels were set up through the MSA to ensure information 
              sharing between the outsourcer and provider through managers working across the two entities and 
              joint teams.

Lessons learned and key takeaways

Performance metrics and monitoring

• A robust performance monitoring system was put in place to mitigate the inherent risk in outsourcing.

• The provider’s performance was monitored using a broad range of metrics, and the Joint Working 
              Committee regularly reviewed the results.

• These monitoring systems help solve the trade-off between governmental control over the outsourcing 
              and the autonomy of the service provider to operate strategically.



Governance

• There must be a balance between formal (contractual) guidance from the outsourcer and informal 
              governance mechanisms.

• The outsourcer must be willing to collaborate and share knowledge with the provider.

Summary of Enabler Tool: People

As you worked through the Enabler Tool, People, you have learned about workforce development and how 
the four pathways—Staffing, Skills, Working Conditions, and Motivation—to build human resources interact 
with the enablers. This tool also introduced you to several workforce development tools and resources. In the 
following Enabler Tool, Technology, you will learn how various digital tools can help you maintain and interpret 
data and information for a more efficient supply chain.

Source: Heather Skipworth, Emanuela Delbufalo, Carlos Mena, Logistics and procurement outsourcing in the healthcare sector: 
A comparative analysis, European Management Journal, Volume 38, Issue 3, 2020, Pages 518-532, ISSN 0263-2373, https://doi.
org/10.1016/j.emj.2020.04.002.(http://www.sciencedirect.com/science/article/pii/S0263237320300542)



Enabler tool

Technology
This tool will help you determine the 
opportunity for technologies and 
systems that can be outsourced to 
enhance supply chain performance.

This tool will help you:

• Determine the opportunity for systems and technologies to be outsourced
• How to use different technologies to manage supply chain

The purpose of Enabler Tool Technology is to determine the opportunity for technologies 
and systems that can be outsourced to enhance supply chain performance.

These include resources that support management functions with respect to reporting, visibility and routing to 
further improve and strengthen supply chains.

We do this by prioritising technology platforms: 

1. Visibility and Analytics Network (VAN) 
2. Electronic Logistics Management Information Systems (eLMIS) and 
3. Route Optimisation Tools.

For this Enabler Tool, you will need a sound understanding of existing reporting processes, current data flow and 
the level of performance of management information systems to support current supply chain management 
functions. This will form a basis to develop opportunities to review external outsourced solutions.

In the Technology tool you will find:

System: Visibility 
and Analytics 
Network (VAN) 

Electronic Logistics 
Management 
Information 
Systems 

Route Optimisation



Technology will help you answer:

• What supply chain systems and technologies exist? 
• The effectiveness of systems to support demand planning, forecasting, procurement?
• What levels of visibility and reporting exist at a national, regional and facility level?
• What opportunities exist to outsource specific systems to the private sector to close performance gaps?

For the Technology tool you will need:

• Inputs and scores from Assess (Process Step 1) 
• A thorough assessment of the strengths and weaknesses of under-performing functional areas and KPIs 

(e.g. availability, wastage, on-time, in-full)
• Determination of system and/or technology gaps in specific functions and/or the end-to-end supply chain 

network

After working through Technology you will know:

• How to make a clear assessment of supply chain technology effectiveness using a gap analysis 
• How to develop an investment case for outsourcing specific systems and/or technologies 
• How to do a sound review appropriate third-party options
• How to onboard and align key stakeholders toward a vendor engagement process

Technology requires you to form a project work team.

To understand the way that you can apply technology to significantly enhance supply chain efficiency you 
will need to develop a project work team with expertise in technology and systems. You might need to build 
appropriate in-house capacity.

Technology connects to the following Process Steps:

Assess

Ensure foundational 
performance levels have been 
accurately assessed and system 
gaps identified.

Evaluate

Rigorous evaluation of 
technology providers, reviews 
from other countries or 
organisations.

Contract and implement

Develop and use the nine-
step contracting process to 
shortlist, select and appoint 
the technology vendors. Follow 
successful supplier relationship 
guidelines in the implementation 
of the contract.



Technology

Selected enabler 
technologies and 
systems

In this section you will learn:

• Approaches to the use of technology in outsourcing
• What outsourcing technology tools exist
• How to utilise technology and systems to support outsourcing

Types of technology to enhance supply chain efficiency

Technology is an enabler that can significantly enhance supply chain efficiency to improve health outcomes. 
This Outsourcing Toolkit describes three sets of technologies and systems: VAN, eLMIS and route optimisation 

There are two approaches to the use of technology in outsourcing: 

In outsourcing, there are two basic approaches to the use of technology. The first is the outsourcing of 
functional activities that are enabled by technology. In other words, technology and systems facilitate the 
outsourcing of functional areas, like warehousing and transportation, by providing data, insights, tracking, 
forecasting, management reports. In this case, technology enables improved decision-making, end-to-end 
visibility and performance management in outsourced arrangements. The second approach is the outsourcing 
of technology solutions. This is where technology and systems are recognised as important enablers for 
supply chain performance, but IT capacity is limited in-house thus requiring the consideration for outsourced 
technology solutions.

How systems and technologies can be used for effective outsourcing 
arrangements

Technology can be used to support and enhance the outsourcing process. 
eLMIS, as an example, is a logistics planning and management system that can support outsourcing 
arrangements. 

VAN is an end-to-end visibility and analytics system that informs central decision-making through enhanced 
performance monitoring and tracking of third-party and in-house activities across supply chain activities. 

Technologies, such as route optimisation tools and Logistimo, can be outsourced and used to effectively identify 
opportunities to improve transportation cycle times, make more effective use of resources and enhance service 
delivery.



Public 
sector

Private
sector
partner

Outsourcing 
arrangement

Supporting systems and 
technology

Supporting systems and technology assist with:

• Provision of data and insights
• Tracking, measuring, monitoring, and reporting tools
• Forecasting and management tools 
• Improved decision-making 
• Increased transparency and accountability

Technology tools

Outcomes of initial vendor assessment matrix (process step 2*)

1. Visibility and 
Analytics Network

2. Electronic Logistics Management Information 
System (elMIS) 3. Route optimisation

a) OpenLMIS b) Logistimo

- A Visibility and Analytics 
Network (VAN) is a group of 
supply chain experts 
empowered by a VAN blueprint

- It provides end-to-end visibility 
across the supply chain network 

- It aims to make the supply 
chain more collaborative, 
aligned, agile, and demand-drive

- OpenLMIS is an Electronic 
Logistics Management System 
(elMIS) with open-source 
software for managing health 
supply chain

- It provides support for 
functions such as forecasting, 
warehousing, inventory 
management, performance 
management

- Logistics is an eLMIS tool for 
enhanced reporting 

- It offers a tool for supply chain 
activities such as inventory 
management, cold chain 
monitoring, performance 
monitoring, transporter 
management, and vehicle 
routing

- Route optimisation is the 
process wherein the most 
efficient routes for deliveries 
and transport are calculated

- This can reduce costs while 
also importing the effectiveness 
of logistical routing  
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Technology

Visibility and analytics 
network (VAN)

In this section you will learn
• What a VAN is
• The three essential capabilities of a VAN

Introduction

The visibility and analytics network (VAN) is a concept that provides end-to-end visibility of the entire supply 
chain. VAN is designed to ensure the availability of the right health commodities when and where they are 
needed. It provides end-to-end visibility of what happens and how well it happens (closed-loop) across the 
supply chain network. A VAN is founded on the principles of policy, process, technology and end-to-end visibility. 
These elements are grouped in a VAN blueprint. 

The VAN is based on the control tower practice from the private sector. The private sector leverages the VAN 
concept to manage complex supply chains and reduce risks associated with shipment delays and cost overruns. 
By removing the risk of operating “blind” through the use of a control tower the private sector was able to 
proactively identify, mitigate and address supply chain-related issues. Research by Accenture1 shows that a 
control tower is a value driver due to its ability to assist with offering higher customer service at a lower cost. 
In many cases, private sector companies claim that the control tower concept, called VAN in the public health 
care sector, has produced enough savings in distribution costs to pay for themselves.

The VAN and supply chain management processes

The VAN utilises a team of highly skilled people for delivery, performs complex analytics to enable the right 
decision-making at the right time to ensure product availability and creates optimised holistic plans for the 
supply chain and makes proactive corrective action recommendations. In short, the VAN aims to make the 
supply chain more collaborative, aligned, agile, and demand-driven and can support outsourcing arrangements 
through full visibility of the supply chain and ensuring alignment with all engaged stakeholders. 

VAN encompasses four key supply chain management processes:

• Demand planning
• Supply planning and inventory management 
• Distribution and transportation management
• Cold chain management

Demand planning

Demand Planning is a multistep process to create a forecast (future demand) based on consumption patterns 
and inputs from health care experts/ facility representatives using statistical tools or a demand planning engine.



Supply planning and inventory management 

Inventory management is a process to define the right inventory levels at various nodes within a supply chain 
network to minimise stock out, reduce wastage of material due to expiry and optimise investment in inventory 
and storage facilities as per the available budget. The process also involves the creation of replenishment 
order plans and the initiation of stock transfers. The supply planning process secures supplies to meet future 
projected demand. In case of a supply disruption, the supply planning process will inform all stakeholders and 
initiate inventory allocation/movement to manage risk.

Distribution and transportation management

Ensures the cost-effective storage and distribution of products between warehouses and health facilities while 
maintaining product potency. The Transport Planner creates a distribution plan based on replenishment order 
plans which are then executed by the warehouse. In case of any delayed or short/excess supply, an alert is sent 
to stakeholders and inventory movement is initiated with the help of inventory planners to avoid any stock 
situations. A root cause analysis identifies the reasons for exception and suggests corrective and preventive 
action. Products are stored at warehouse and health facilities as per the specified guidelines. The process 
includes management of third-party service providers, optimisation of resources and securing the supply chain.

Cold chain management

Cold chain management covers steps involved in storage and distribution of temperature-controlled drug.

The three essential capabilities of a VAN

The following three essential capabilities of VAN lead to improvements in the distribution of commodities to 
health facilities and patients.

1. End-to-end visibility 

What is happening now?
Integrated IT and data aggregation from multiple sources bring end-to-end supply chain visibility across health 
commodities and programmes.

2. Analytics and insight

Why is this happening?
What could happen next? How could we improve? Data visualisation, business intelligence, and predictive 
modelling performed by a VAN team with specialised expertise.

3. Continuous improvement

Let’s make it happen.
Defined analytical processes create alerts, conditional actions, and workflows to internal and external recipients. 
Central government retains an oversight role and monitors long-run supply chain performance.



The VAN blueprint

VAN is supported by policies, people, processes and technology in a blueprint. The VAN blueprint guides 
implementation in public health sectors. 

POLICY

• Enabled with visibility of the end to end supply 
chain

• Setup to deliver supply chain services to all pro-
grammes and tiers

• Empowered to measure performance

The VAN is more than...

• An improvement mechanism for one domain 
(procurement, warehousing)

• A project to improve milestones/KPIs for one 
programme

TECHNOLOGY

• Systems for data collection and aggregation that 
generate alerts and deliver actionable insight, 
with automation wherever possible 

The VAN is more than...

• New supply chain transactional systems for 
recording orders, shipments, budget etc. 

PEOPLE

• Team of expert professionals with unified and 
efficient governance

• Team organised to aggregate tasks and speed 
up decision making

• People trained on quantitative analysis of supply 
chain performance 

The VAN is more than...

• A new name for the existing roles that operate 
the supply chain

PROCESS

• Data-driven processes that use analytical meth-
ods to plan, proactively respond and recom-
mend continuous improvements that improve 
availability to beneficiaries 

The VAN is more than...

• Better standard operating procedures and im-
proved adherence

• Business process re-engineering of everything 
on the ‘world on a page’

• One-off system redesign

Source: Accenture – Visibility & Analytics Networks (VAN) Project and Improving the Last Mile Supply Chain - How a 
Visibility & Analytics Network Can Improve Supply Chain Performance. March 2015.



Technology

Electronic Logistics 
Management 
Information Systems

In this section you will learn
• The benefits of an eLMIS
• Nine questions to answer before implementing eLMIS
• Whether you should outsource an eLMIS
• The process to outsource an eLMISOptions for eLMIS systems

Introduction

Information is the engine that drives the logistics cycle and enables the logistics system to run smoothly. It is 
important that the information being gathered is managed so it can be used to inform decision making. An 
eLMIS is a system that can be used for management of supply chain data. An eLMIS can support the outsourcing 
process through the provision of data and insights to support decision making and by increasing accountability 
through accurate, real-time tracking and reporting. It enhances the administration of critical health supply 
logistics such as forecasting, analytics, warehousing, inventory management, and performance management. 
A strong eLMIS ensures visibility and communication of supply chain data to supply chain managers for good 
decision-making and is a critical tool for data management.

Nine questions to answer before implementing an eLMIS

There are nine key questions to pose to supply chain managers before implementing an eLMIS in an organisation. 
They are:

1. Do you already have an effective Logistics Management Information System process 
in place?

Using a pre-existing Logistics Management Information System (LMIS) – with the roles and responsibilities 
clearly defined and procedures generally followed – will help identify the functional requirements and essential 
data elements that are currently being captured versus data that should be captured.

2. Do you have enough time to properly implement an eLMIS? 

Smaller systems for smaller organisations may need one or two months; however, as the scale increases, the 
implementation may require six months to one year.



3. Do you have the financial resources?

It is important to know the cost of implementation. It is also important to understand the added value to justify 
the cost and enable advocacy. A budget will allow for proper planning, accountability, and visibility into the 
progress of the eLMIS implementation.

4. Do you have senior leadership buy-in and support? 

Do you have the buy-in of the senior leadership of your organisation? Will they be champions for the project 
and follow through on important decisions? Are institutional policy changes required with support from senior 
leadership?

5. Can the system be integrated/is it compatible?

Given the sensitive data and multifunctional uses of various applications, consider of how well a new piece of 
software can be integrated with the rest of your systems.

6. Do you have the appropriate staff to manage the system? 

Your choice of eLMIS software also depends on the staff in your organisation. If you have an in-house IT 
department, do they support your choice of software? This is important as your IT staff will run, monitor, and 
keep the software working.

7. Cloud versus client-side storage? 

If the security of your information is a concern, for instance, you may want to trust and invest in your own 
secure servers. The advantage of using cloud storage is the flexibility of the storage space.

8. Do you have the appropriate system support and backup? 

It is recommended that all systems have a backup and a support plan as a mandatory practice. The level of 
support depends on the actual company behind the software so make sure that their backup is adequate to 
meet the needs of IT team or department.

9. Do you have the potential to grow?

If in the short term, you expect to take on new activities and functions within the LMIS, software that can 
accommodate, adapt, and expand with your business is recommended



Purpose and process of outsourcing the implementation of an eLMIS

Why outsource?

There are several key considerations to make before implementing an eLMIS, such as whether there is an 
existing LMIS in place, time and financial requirements for the implementation of a new system, and requisite 
support from leadership. These considerations are incorporated in the nine questions above. It is important 
to have the right level of know-how for an eLMIS. Often private sector partners offer advanced systems and 
technologies and specialised, established expertise in this function. Outsourcing to the private sector provides 
the public sector with access to this expertise. It can be a faster and more cost-effective approach than retaining 
the function in-house.

How to outsource

By answering the nine key questions candidly, supply chain managers can identify their current system needs. 
Thereafter, supply chain managers will identify the type of system they require and begin the search for a 
suitable private sector partner to provide technical assistance during the implementation of an eLMIS.

Options for eLMIS

There are various eLMIS systems available and multiple private sector partners who represent suitable potential 
candidates for outsourcing of eLMIS. This Outsourcing Toolkit explores three eLMIS models: OpenLMIS, 
Logistimo and the Stock Visibility System (SVS). Logistimo, John Snow, Inc. and VillageReach (OpenLMIS) offer 
good examples of private vendors who have developed or implemented eLMIS in African countries.

1 Source: John Snow, Inc. Available: https://publications.jsi.com/JSIInternet/Inc/Common/_download_pub.cfm?id=16475&lid=3, 
VillageReach available: https://www.villagereach.org/wp-content/uploads/2016/10/OpenLMIS_FeatureGuide_25Oct16.pdf; 
Logistimo available: https://www.logistimo.com/; 

Adapted from USAID – eLMIS Selection Guide. Available: http://healthmarketinnovations.org/sites/default/files/electronic%20
Logistics%20Management%20Information%20System%20%28eLMIS%29%20Overview.pdf 



Technology

Open-source software 
for managing health 
supply chains 

In this section you will learn
• About OpenLMIS
• Examples of implementation of OpenLMIS in various African countries

Introduction

OpenLMIS has improved the delivery of medical commodities to patients. It has been used to reduce the rates 
of stockouts, save time on orders and contribute to a more efficient supply chain. 

OpenLMIS is open-source software that offers the following key functions and benefits:

• Automates the requisition lifestyle: support for requisitioning, approving, packing, shipping, and delivery 
with automated notifications

• Reduces support costs: a web-based system that eliminates the need to install desktop applications

• Centralises reporting across all levels: easy access to system-wide data

• Improves data accuracy by automatically calculates replenishment quantities which saves time



OpenLMIS has been implemented in eight countries across Africa.

Guinea Local implementation name: 
eLMIS, deployed 2018. In Guinea, the 
eLMIS (OpenLMIS v2) is rolled out at 
the National level in all 38 districts. 
Implementors(s): Global Health Supply 
Chain Project (funded by USAID), 
Catholic Relief Services (funded by the 
Global Fund)

Cote d’Ivoire Local 
implementation name: eSIGL, 
deployed 2015. Supports 
requisition processes for 7 key 
medicine streams. Currently in 
pilot phase in 50 health centres. 
Implementer: John Snow, Inc.

Benin Local implementation name: 
SIIGL, deployed 2015. Supports an 
informed push vaccine distribution sys-
tem covering 37 health facilities in the 
Comé Health Zone with plans to expand 
SIIGL to a total of 201 health facilities. 
Implementers: AMP and VillageReach

Tanzania Local implementation 
name: eLMIS, deployed 2013More 
than 6,000 service delivery points, 
supports requisitioning supplies 
for all major health programs. 
Implementer: John Snow, Inc.

Angola Local implementation 
name: SIGLOFA (Sistema 
Informática de Gestão de Logística 
Farmacêutica de Angola), deployed 
2019. Implementors: GHSC-PSM 
Project & VillageReach

Zambia Local implementation 
name: eLMIS, deployed 2014Over 
2,000 service delivery points 
for ARV, HIV Testing, Essential 
Medicines and Labs with an 
additional stand alone offline 
facility edition in 319 high-
volume service delivery points. 
Implementer: John Snow, Inc

Mozambique Local 
implementation name: SELV, 
deployed 2014Supports an 
informed push model for vaccine 
distribution to more than 800 
health centres serving over 8 
million people. Implementer: 
VillageReach

Malawi Local implementation 
name: OpenLMIS, deployed 2017. 
Malawi has 35 sites (28 district 
health offices and 5 central 
hospital) actively using OpenLMIS 
and recording data for 650+ 
facilities across five programs. 
Implementors: GHSC-PSM Project



Technology

Logistimo
Provides remote connectivity and 
reporting on key supply chain activities 
for improved functioning

In this section you will learn
• The benefits of Logistimo
• How the Zambian Ministry of Health outsourced an eLMIS system to Logistimo for the vaccine supply chain

Introduction

Logistimo is an eLMIS service designed to automate supply chain functions, connect remote communities and 
encourage optimal decisions – not only for efficiency but also to grow and leverage partner networks. It offers 
tools to enhance reporting on supply chain activities such as inventory management, order management, cold 
chain monitoring, performance monitoring, transporter management, and vehicle routing. Logistimo assists 
end-to-end transparency and functionality to ensure essential products arrive at their intended end-point.

Outsourcing the digitisation of the immunisation supply chain in Zambia

Vaccine inventory in Zambia was previously managed by a paper-based system. This made it difficult for supply 
chain managers to track down and obtain the necessary information. By the time information was made 
accessible to decisionmakers, it was out-of-date, making it challenging to access last mile demand.

The Zambian Ministry of Health partnered with the World Health Organisation and the United Nations 
International Children’s Fund to implement the Logistimo service. Logistimo’s suite of web and mobile apps 
has been used to guarantee real-time visibility, demand aggregation and reduction in order processing times. 
Outsourcing benefitted the Zambian Ministry of Health by providing access to a tried and tested eLMIS.

Logistimo has allowed the Zambian Ministry of Health to:

• Introduce new vaccines into the supply chain
• Establish higher services levels
• Reduce delivery lead times 
• Enjoy increased network-wide transparency



Technology

Stock Visibility System
Enables real-time tracking of stock 
levels at facilities 

In this section you will learn
• What a Stock Visibility System (SVS) is
• How the South African National Department of Health implemented an SVS

Introduction

What is SVS?

A Stock Visibility System (SVS) is a mobile application that enables the communication of medicine availability 
electronically from health facility level into upstream electronic stock management systems.

SVS is not a:
• stock management system,
• demand planning or forecasting system, or a
• short term replacement for the paper-based ordering or stock card system

Benefits of SVS include:
• Improved stock availability which results in reduced medicine stock-outs, improved consumption data and 

inventory management
• Real-time dissemination of information between different levels of government which distributes 

accountability
• Data for demand forecasting and planning informs better selection and procurement processes
• Improving communication between the different hierarchical levels of the supply chain 
• Identifying problematic suppliers

Implementing a SVS in South Africa

The South African National Department of Health partnered with Vodacom to implement an SVS. The SVS allows 
health clinic dispensaries to report on stock levels on the shelves through a custom-built mobile application. 
Based on data reported from the clinics, SVS then automates reporting via SMS and e-mail to sub-district, 
district and provincial management. This data allows pharmacy supply chain management to improve the 
accuracy and efficiency of the distribution of stock, which in turn increases access to quality medicine.

Through SVS, the South African National Department of Health has access to granular stock level data from the 
last mile. 



Key benefits include:

• medicine catalogue management; 
• clinical profile and registration; 
• mobile stock level capturing; 
• data security and access; 
• reporting; and
• stockout analysis.

Health facility 
stock levels

1. Weekly and monthly reminders:
4. Stock distribution:

2. Weekly and monthly stock count:

3. Stock visibility:

Automate notifications to all 
registered facilities to remind them to

submit stock levels. Stock received 
and stock lost.

Ensure timely distribution to 
facilities.

Use the SVS mobile application to record stock
on-hand levels, expired stock and stock received

since the previous submission.

Support decision making on Provincial, District
and Sub-District management level with real- 

time access to stock-level information.

Summary of electronic Logistics Management Information Systems

The Outsourcing Toolkit has explored three eLMIS options. There are many others out there. The ones 
explored here were OpenLMIS, Logistimo and the Stock Visibility System. The last tool that will be explored in 
the Technology section of this toolkit is route optimisation. 

Source: Drawn from the South African Department of Health - The Health Systems Trust Conference. May 2016. 
Available: https://www.hst.org.za/hstconference/hstconference2016/Presentations/svs_hst_conference_20160503.pdf 
Source: Vodacom, available: https://www.vodacombusiness.co.za/business/solutions/internet-of-things/stock-
visibility 



Technology

Route optimisation

In this section you will learn
•     What route optimisation is
•     The benefits of outsourcing route optimisation
•     How a route optimisation initiative was piloted in Mozambique

Introduction

Route optimisation is the process wherein the most efficient routes for deliveries and transport are calculated. 
This is done using algorithms that take into account multiple factors such as:

• the driver’s work schedule
• the priority of stops
• types of vehicles in the fleet
• traffic predictions
• weather
• road type and quality, and
• any limitations such as narrow roads or low bridge clearances

Route optimisation can reduce costs while also improving the effectiveness of logistical routing. Improved 
routing can allow deliveries to be completed faster and reduce spending on fuel, vehicle maintenance and 
possibly fleet size as an optimised route enhances the utility of vehicles. This tool is used to better service last 
mile delivery of healthcare and provide fuller and more reliable supplies of medicines. It can also support the 
outsourcing process by identifying areas where outsourcing to a third-party vendor will have a positive impact 
on the efficiency and effectiveness of last mile delivery. Importantly, route optimisation leverages benchmarks 
and past experiences, it does not reinvent the wheel.

The case for outsourcing route optimisation

Route optimisation is a complex tool that is constituted with a set of advanced algorithms. It requires specialised 
capabilities in development and effective implementation. Benefits of outsourcing the development of this 
tool, include the reduced cost of implementation, access to reliable expertise and technology specialisation 
provided by the private sector and improved resource utilisation and speedier execution time. It can be 
beneficial for governments with limited resources or specialised capability to outsource functions of route-
mapping to private sector partners.

In order to outsource the development of the route optimisation tool, suitable vendors will need to be 
identified based on capability, cost of implementation and availability of resources. An optimal routing system 
to would need to be identified, a timeframe and budget for the project’s implementation set, and a contracting 
agreement with an implementing partner embarked upon.



What is required for success?

The success of route optimisation depends on access to reliable data (a data warehouse), a well-designed route-
planning software tool (technology enablers), and functional flexibility to adapt to new routing and last-minute 
changes. Technology enablement for route optimisation can be successfully provided by private vendors in 
strategic outsourcing arrangements.

How Mozambique’s Central Medical Store outsourced and implemented 
a route optimisation initiative 

Project Last Mile, with technical assistance from VillageReach and Frontline Market Research group, partnered 
with the central medical store –CMAM – in Mozambique to develop a system for optimised routing in different 
seasons with different vehicle formats. The focus of this initiative was to improve the last mile delivery of health 
commodities.

Almost every roadway across Mozambique was physically driven and mapped to perform a detailed analysis 
of the time taken to reach the healthcare facility, the type of road system and the most optimised routing 
therein. GPS tracking and road drivability information was used to support the analysis. The analysis provided 
a time and distance matrix between all storage depots and health facilities, and an improved understanding of 
different weather conditions in each province. Project Last Mile could provide vehicle recommendations and 
simulate distribution plans on optimal routes for different seasons to help the CMAM make informed decisions 
for distribution to the last mile.

The outsourced route optimisation had three steps:
1. Source and capture data
2. Data integration and spatial analysis
3. Route and network optimisation

A pilot of the outsourced route optimisation initiative in Nampula, Mozambique resulted in great success. 

The outcomes of the pilot in Nampula Province included the following observations:

Facility list verification: 240 health facility and warehouse locations were verified and geotagged Identified 
risks: mapping and photographing over 260 high-risk points that have the potential to disrupt distribution.

Plotted Nampula road network: over 20,000km of GPS tracking data was recorded and used to modify the 
Nampula road network.

Analysed impact of weather conditions: local insights were gained on the best-suited vehicles and roads to 
use in Nampula for both wet and dry season.

Cost accuracy: using the Nampula road network data, Project Last Mile was able to optimise routes for 
the current district warehouse locations, with further efficiencies and cost savings identified for alternative 
warehouse locations in the intermediary warehouse model.

This outsourcing initiative has an overall projected cost saving of more than $3 per kilometre when shifting to 
the intermediary warehouse model.



Summary of Enabler Tool: Technology

In Technology you have learnt about various tools available to public health systems for managing and 
understanding the available information and data to improve the efficiency of the supply chain. The tools 
explored in this Outsourcing Toolkit included a Visibility and Analytics Network (VAN), electronic Logistics 
Management Information Systems and route optimisation. Each one was explored to understand what they 
are, their benefits and the options for outsourcing. Where possible practical examples of their implementation 
were given. 

If you have worked through the Outsourcing Toolkit in sequential order you have now covered the four Process 
Steps and four Enabler Tools. The final section of the Outsourcing Toolkit supplies a number of Case Studies 
which illustrate these Process Steps and Enabler Tools can be applied.

References
Interviews for the Outsourcing Toolkit 2020; Project Last Mile



Examples of effective supply 
chain outsourcing

Zambia

This case study describes various good practices that create an enabling environment 
for private sector participation and the delivery of improved health care outcomes 
through the supply chain.

Executive summary

The Government of Zambia is receptive to outsourcing to the private sector. This is evidenced by the national 
policies and regulatory frameworks that support and guide the achievement of Vision 2030. This case study 
describes various good practices that create an enabling environment for private sector participation and the 
delivery of improved health care outcomes through the supply chain.

Zambia has several examples of effective outsourcing to the private sector. This 
includes: 

• MSL entering into a lease agreement for warehousing with a third-party private sector player in remote 
underserved areas of the country

• MSL utilising third-party logistic providers for the delivery of time-critical stock between hubs in the supply 
chain. 

• MSL outsourcing its management to a private company (Crown Agents) between 2004 and 2013 

In-sourced functions: 

• Forecasting
• Procurement
• Warehousing – part outsourced (see below)
• Distribution – part outsourced (see below) 

Out-sourced functions: 

• The distribution between central warehouses and hubs or hub staging sites is partially outsourced to 
private sector logistics service providers

• Some parts of MSL’s cold chain distribution is outsourced. Short shelf life laboratory reagent products need 
to be transported under temperature-controlled conditions within a short time frame

• MSL lease private-sector owned storage facilities in remote areas for the storage of medical commodities
 
The Zambian government has also implemented IT-based integrated stock management and a manual resupply 
reporting system which was supported through implementation by private sectors parties. These tools act as 
good-practice examples to further inform the toolkit for outsourcing to private sector players.

Health supply chain case studies
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Health sector policy

Vision 2030 is the overarching long-term development plan for Zambia that aspires to provide equitable access 
to quality healthcare to all Zambians by 2030 to ensure a healthy population, specifically without HIV/AIDS, 
Malaria, and TB. The Zambia Health Strategic Plan (2017-2021) allocates exclusive responsibility for provincial 
and district health services to the respective local administrations.

The Public-Private Partnership Act (established 2008, amended 2018) promotes and facilitates the implementation 
of privately financed delivery of social services in Zambia through the Public-Private Partnership (PPP) Unit and 
PPP Council. It governs PPPs in terms of procurement, contracting, and management that removes barriers to 
private sector participation to enhance fairness, transparency, and long-term sustainability. 

The healthcare supply chain

The Zambian healthcare supply chain has five key stakeholders: the Ministry of Health, MSL (soon to become 
Zambia Medicines and Medical Supplies Agency, Zambia Medicines Regulatory Authority, the Child Health 
Unit, and CHAZ. The development partners, such as USAID, EU, the United Nations system, The Global Fund, 
UKAID, World Bank, etc, provide resources, advisory, advocacy, and technical assistance and support. MSL is a 
parastatal institution responsible for warehousing and distributing medical commodities in Zambia. The private 
sector participates in storage and distribution of medical commodities in Zambia. Currently, MSL outsources 
distribution services between central warehouses and hubs to local private sector 3PL providers and last mile 
delivery to health facilities in some areas. 



PRIVATE SECTOR OUTSOURCING – EXAMPLES

This section shares examples drawn from a combination of desktop research and interviews of outsourcing to 
private sector partners.

i. Medical stores management: Crown Agents

Context
Crown Agents partnered with the Government of Zambia from 2004 to 2013, by being placed in control of the 
management of the medical stores. Crown Agents is an international company who provide capacity building 
and institutional development services in procurement, public financial management, revenue enhancement, 
governance, and expenditure management. They work for the public and private sectors in more than a 
hundred countries, as well as for international development agencies and institutions. 

Outcomes and benefits
Crown Agents successfully led the development of new supply system and network of hubs. In 2004, Crown 
agents were given control of MSL. Crown Agents identified areas that required urgent attention – infrastructure 
rehabilitation, development of new packaging system, packing system, construction of more suitable storage 
and administrative facilities, computerising of the management system. They also highlighted the need to 
improve the performance and reliability of the delivery service while improving data transparency with their 
clients (i.e. stock levels, order timings etc.). Crown Agents’ impact resulted in the reduction of distribution 
costs by 32%, improved on-time delivery rates (increased to 95%) and the doubling of stock availability at the 
central level. These improvements were supported through capital investments from donors and management 
reforms. 

ii. Outsourced distribution of health products - Third-Party Logistics Services

Context
The MSL, with support from USAID, set up 3PL services for general medicines to deliver to the MSL cross-docking 
hubs, see Figure 1. These 3PL contracts were set and managed by John Snow Incorporated (JSI). Deliveries from 
hubs to health facilities were carried out by MSL using its own dedicated vehicles.

Outcomes and benefits
The 3PL distributors performed within the KPIs stated within the contractual agreement – sufficient rates of 
on-time deliveries and successful deliveries. As a result of the successful performance by the 3PLs, at the end 
of 2016, the 3PL contracts were extended to cover last mile delivery to referral hospitals at province and district 
levels.

iii. Outsourced time critical temperature controlled requirement

Context
MSL need to move short shelf life laboratory reagent products under temperature-controlled conditions. MSL 
has an in-house cold chain capability for vaccines but the monthly MSL schedule is not able to move them 
within the required timeframe. As a result, JSI and MSL have contracted with several private sector logistics 
service providers. 

Outcomes and benefits
Lechwe Express brings relevant expertise and skills for the transport of reagent products. Lechwe Express has 
a good network in Zambia, a range of temperature-controlled vehicle types and experience in dealing with 
pharmaceuticals. They use an electronic USB data logger, which captures temperature data every few minutes 
and provides an audit trail which is reviewed by JSI prior to issuing payment. To date, there have been no 
significant failures in terms of product integrity or late delivery. 



iv. The essential medicines logistics improvement program: JSI

Context
In Zambia, healthcare facilities have experienced high rates of stock-outs. Between 2009 and 2013, the Ministry 
of Health, with the support from the World Bank, developed the Essential Medicines Logistics Improvement 
Programme which later was piloted with the support from USAID, through its implementer, JSI. It is a manual 
pull re-supply system whereby each individual health facility sends routine monthly consumption data to MSL. 

Outcomes and benefits
Following the initial rollout to 27 districts, central stock-outs were reduced from c.50% in 2012 to c.28% in 2013 
(USAID, 2014). Using this information, MSL now picks and packs for each individual facility, rather than at the 
district level. With the re-development of the MSL warehouse stock holding and management system carried 
out with support from the United Nations Procurement Division, the Global Fund, USAID, and the European 
Union, most of the operations are automated requiring reduced human intervention.

Conclusion

The Government of Zambia is has shown high support for outsourcing to the private sector, which is shown 
in the Vison 2030, National Health Strategic Plan, the Public-Private Partnership Act and the National Health 
Care Waste Management Plan. Private sector players, such as Crown Agents and JSI, have been involved in 
administrative functions of the Zambian health supply chain. 
The Zambian government, in partnership with JSI, implemented IT-based integrated stock management and a 
manual resupply reporting system to reduce rates of stockouts and automate some functions. Operationally, 
MSL outsources warehousing by entering into a lease agreement with third-party private sector players and 
utilise third-party logistic providers for the delivery of time-critical stock between hubs in the supply chain.
While not in operation today the Crown Agent-MSL alliance (2004-2013) evidenced public-private partnering 
where Crown provided resources and supply chain expertise, management, and oversight of the network to 
strengthen performance before handing these responsibilities back to MSL. During this alliance, the MSL board 
was strengthened as a new board was formed with strong representation from different sectors. Members of 
the new board underwent formal training on corporate governance. 
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Examples of effective supply 
chain outsourcing

Kenya

This case study has unlocked significant good practices in the approach to outsourcing 
to private sector partners and assist governments in other African countries to drive 
improved outcomes for their health care supply chains.

Executive summary
In recent years, the most significant change to the governance of public health in Kenya has been the new 
constitution that devolved significant decision-making from a national level to the forty-seven counties. 
However, recognising supply chain as a critical enabler of public health, the KEMSA Act of 2013 appointed 
KEMSA as a centralised authority responsible for the procurement, warehousing and distribution of all acute, 
chronic and strategic medicines. The centralised role for KEMSA, and the environment established by the Kenya 
Health Policy 2014–2030, and the PPPH policy framework have enabled significant public-private partnerships. 

KEMSA has undergone a significant organisation reform process to streamline and improve the functioning 
of the supply chain. This reform process required the initiation of a strategic change management program 
including:

• Technical assistance from the private sector: Following a national task force assessment, KEMSA was 
mandated to retain core supply chain functions and outsource customs clearance, freight forwarding, 
warehousing and transportation to the private sector. The appointment of departmental ‘change managers’. 
The availability of medicine was substantially improved across the country as a result.

• A new approach to contracting: well-constructed, mutually beneficial and commercially viable contracts 
with private sector partners have provided a cornerstone to Kenya’s success with regard to outsourcing. An 
example of this is an important contractual requirement set by KEMSA with outsourced transport partners 
to mitigate the risk associated with truck drivers. KEMSA insisted on having KPIs that ensure system-based 
tracking of vehicles, adherence to driver testing and compliance, a driver rotation policy, identification of 
issues associated with driver performance and timeframes to resolve such issues. This monitors fleet and 
improves delivery cycle performance between the district warehouses and last mile. The second example 
of successful outsourcing is illustrated by the partnering of the government of Kenya with DHL. DHL provide 
freight forwarding and customs clearance services to KEMSA in-country on a multi-year contract which has 
seen the benefits of improved performance and collaboration at the ports.

In-Sourced Functions:

• Forecasting
• Procurement

Out-Sourced Functions: 

• Customs clearance 
• Freight forwarding
• Warehousing 
• Transportation



The examples from Kenya illustrate outsourcing good practice that informs the development of the 
Outsourcing Toolkit. These include best practice examples such as tools for policy alignment, communication 
and engagement, supply chain mapping, inbound logistics, primary distribution, last mile distribution, dynamic 
contracting, systems and technology, and change management.

Health sector policy

In 2013, as Kenyan reforms took effect and the government shifted to devolve supply chain decision-making 
to the 47 counties, the KEMSA Act of 2013 was the pivotal statutory act promulgated by the Parliament to 
appoint KEMSA as the centralised authority responsible for the procurement, warehousing and distribution of 
all acute, chronic and strategic medicines to these 47 counties. Specific policy evidence supporting outsourcing 
to the private sector as part of an overall strategic reform programme is found in the Kenya Health Policy 2014-
2030. It articulates eight strategic objectives for the Kenyan health sector towards Universal Health Coverage 
as the overarching goal and details the Kenyan government’s willingness for increased and strengthened 
public-private partnerships towards the achievement of these objectives. The development of a PPPH policy 
framework is recommended to guide the public-private partnership process in Kenya, alongside appropriate 
legislative guidelines to regulate the private sector in line with existing laws, and reform incentive mechanisms 
that attract the private sector to under-served areas across the country. Within this framework, the Kenya 
Health Policy 2014-2030 encourages the private sector to invest in the provision of health care services and 
infrastructure to decrease the burden on the Kenyan government. 

The Health Products and Technologies Plan of Action (2018-2022) was developed by the Kenyan Ministry of 
Health as an Action Plan based on the eight objectives outlined in the Kenya Health Policy 2014-2030 above. 
The establishment of an effective and reliable procurement process and supply chain system is one of the 
eight objectives that allow for improved management of essential medicines and other health products and 
technologies that enter Kenya’s health system. The Action Plan provides a basis for reforming the supply chain 
through policy changes that introduced innovations to service provision, management, and governance. These 
considerations are expected to appear in the soon-to-be developed and published the National Supply Chain 
Strategy.

The healthcare supply chain

The 2010 Constitution devolved the delivery of health services in Kenya to the 47 county governments for 
streamlining of the supply chain and better local representation, allowing the national government to retain 
oversight of health policy, standards and guidelines governing pharmaceutical commodities. Six key stakeholders 
comprise the supply chain system: (1) The Ministry of Health; (2) the Kenya Medical Supplies Authority (KEMSA) 
– the country’s central medical store that is an autonomous, self-financing agency authorised by the KEMSA 
Act 2013; (3) 47 county administrations; (4) Donors/Development partners; (5) Private Sector partners; and (6) 
Implementing Partners.

KEMSA has undergone a significant organisation reform process to streamline and improve the functioning 
of the supply chain. This reform process required the strategic management of change including technical 
assistance from the private sector and the appointment of departmental ‘change managers’. Following 
a national task force assessment, KEMSA is mandated to retain core supply chain functions and outsource 
customs clearance, freight forwarding, warehousing and transportation to the private sector. The availability of 
medicine was substantially improved across the country as a result.



3. PRIVATE SECTOR OUTSOURCING – EXAMPLES

This section shares examples drawn from a combination of desktop research and interviews of outsourcing to 
private sector partners.

i. Reform and change management: KEMSA

Context
Pre-2013, the shift to outsourcing in Kenya started by the Ministry of Health and KEMSA acknowledging the 
need to change Kenya’s complex and unsustainable health supply chain operating model. There were at least 
ten parallel supply chains for different commodities that had to be integrated into one, a weak legal framework 
and poor governance structure. During the period 2008-2013, KEMSA had been facing challenges of a lack of 
funding or erratic funding flows, poor data visibility, a lack of infrastructure capacity, and diminishing public 
confidence in the agency to perform its mandate (UNICEF, 2017). 

A national task force was appointed to determine the key functional areas of strength and weakness to 
streamline the supply chain, as described earlier, and it revealed that KEMSA had been providing services 
that were considered non-core. An urgent need arose to redefine KEMSA’s mandate – the resultant reform 
programme was enacted in the KEMSA Act 2013 and drawn up in the new organisational policy.

Outcomes and benefits 
The impact of KEMSA’s reform programme resulted in:
 
• Increased accountability within the KEMSA operational unit 
• Focus on core functions of demand planning, procurement, and central warehousing
• Hand-over of the regional warehouse’s responsibilities to the private sector. This welcomed the advent 

of a warehouse management system, a modern infrastructure for fast processing, cold chain storage 
capabilities and well-trained warehouse staff

• The use of outsourced transport which brought a distribution fleet tracked by a GPS and integrated into a 
central planning system

• Greatly reduced wastage and stockouts at the facility level 
• Substantially improved availability of medicines for patients with the ability to reach every facility nationally 

on a minimum 90-day cycle. After the reform, the availability of essential medicines is at 80% and specific 
programme medicines at 95% (UNICEF, 2017)

• County purchasing of medicines from KEMSA increased by 40-50 percent (UNICEF, 2017)



ii. Freight forwarding: DHL

Context
DHL is a leading international logistics company who provide freight forwarding and customs clearance 
services to KEMSA in-country. As described above, KEMSA approaches contracting in a centralised manner 
with a revised RFP process which has improved the tender process. DHL was put on 3-month trial by KEMSA to 
demonstrate capability and their ability to deliver measurable benefits. Thereafter, a multi-year contract with 
KEMSA was signed (up to 3 years). 

Outcomes and benefits
The multi-year nature of contracts with KEMSA has permitted DHL to develop mutually beneficial outcomes. 
They have subsequently invested in systems and staff as a strategic freight forwarding supplier to the 
Kenyan government which has seen benefits of improved performance and collaboration at the ports. DHL 
has identified an opportunity for the government to have improved ‘early warning’ mechanisms for freight 
forwarders to go online and view, in real-time, the order details, volumes and timelines for delivery to Kenya. 
This could significantly optimise clearing timelines and enhance downstream supply. 

iii. Insight for a logistics glossary: DHL 

Context
The logistics and supply chain sectors have a unique language and a vast set of terminology that has the potential 
to be misunderstood. DHL see the opportunity to develop a glossary that clarifies prioritised terminology (terms 
and definitions), weights, dimensions, and volumetric logistics relevant to the sector or functional area. 

Outcomes and benefits
This would provide a strong foundational tool to ensure public sector officials and private sector partners 
are aligned to a common understanding before embarking on an outsourced partnership. It would act as a 
reference document as the partnership gets underway, thus enhancing communication between partners, and 
ensuring consistency from project planning to implementation phases. 

iv. Insight for supplier forums: DHL 

Context
DHL are a private sector partner of the Kenyan government and when asked about ways to create more 
engagement opportunities with the public sector, such as Supplier Forums between government, counties, 
and the private sector, it was strongly supported. Supplier Forums present a platform for networking and 
structured, informative meetings between public officials and private sector partners centred around a health 
programme (e.g. HIV/AIDS) or a functional activity. 

Outcomes and benefits
The observed benefits of Supplier Forums include good practice sharing from the private sector, opportunities 
for advocacy, enhanced planning and public-private collaboration for more sustainable working relationships, 
sharing of national regulatory updates or processes, and the collective opportunity to support government 
efforts to improve the supply chain system. DHL indicated that they would attend a Supplier Forum with their 
competitors to see these intended benefits come to fruition.

v. Truck driver KPIs: KEMSA 

Context
KEMSA having outsourced distribution fully to private sector service providers and focused on holding these 
partners accountable to KPIs. KEMSA has set a key contractual requirement of mitigating the risk associated 
with truck drivers. Instances of poor behaviour by truck drivers and health workers in the past have resulted 
in the resolution that contracts will be broken if transporters do not apply strict measures to monitor fleet and 
delivery cycle performance between the district warehouses and last mile. 



Outcomes and benefits
The skills and capabilities of the truck drivers are pivotal to ensuring sound delivery of pharmaceuticals. The 
frequent driver changes during delivery cycles result in some drivers with poor understandings of important 
processes (knowledge of cold chain, delivery times for acceptance at a facility, administrative documentation). 
Some drivers drop stock without a receipt at the health facility which often leads to pilferage. KEMSA utilises 
KPIs to mitigate this. This has created a need for the private sector to assign officers and surveillance systems to 
run daily track and tracing of vehicles to optimise the quality and performance of final delivery to the last mile.

Conclusion

Kenya’s health supply chain system can be considered as being well-developed. The performance and success 
of this country’s reforms toward devolution and successful partnering with the private sector have been a 
function of six foundational elements. The first element is top-down support from the Ministry of Health for 
the strategic plan for change within the supply chain system. The second element contributing to the success 
of the Kenyan health supply chain is the utilisation of supply chain mapping to provide an understanding of 
challenges and risks. The third element is appointing change management champions in every department. 
The fourth element to the development of a roadmap for the change programme including a clear action plan, 
accountabilities and timelines, budget sign-off, associated stakeholder involvement and cross-departmental 
participation. The fifth element is the identification of technical gaps and assistance requirements from small 
and medium-sized enterprises or the private sector. The sixth and last element is the transparency with private 
sector engagement through strong contracting and well-articulated KPIs. 
This case study has unlocked significant good practices in the approach to outsourcing to private sector 
partners and assist governments in other African countries to drive improved outcomes for their health care 
supply chains. 
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Examples of effective supply 
chain outsourcing

Uganda

This case study exhibits good practices in the approach to outsourcing to private 
sector partners and can help governing bodies to drive improved outcomes for their 
health supply chains and identified tools to assist the public sector to drive improved 
outcomes for outsourcing. 

Executive summary

The Ugandan healthcare supply chain system is a mature healthcare system with national policies in place 
to support appropriate outsourcing to the private sector. This document provides a perspective of the key 
stakeholders in the health supply chain and then describes examples and case studies of supply chain 
outsourcing by the public sector to the private sector. 

In-sourced functions: 
• Procurement
• Warehousing
• Distribution

Out-sourced functions: 
• Inbound logistics and customs clearance is partially outsourced
•	 Distribution	is	partially	outsourced	–	specifically	last	mile	delivery

The	first	example	describes	how	ARC	partnered	with	the	Ugandan	Ministry	of	Health	to	collect	geo-mapping	
data	 for	 the	analysis	of	differentiated	service	delivery	models	and	assist	 the	Ministry	of	Health	 in	verifying	
and	updating	their	Master	Healthcare	Facility	Registry	for	all	healthcare	facilities.	The	benefits	of	the	exercise	
included	increased	numbers	of	geo-located	healthcare	facilities	and	pharmacies	 (over	7,200	health	facilities	
and	1,100	pharmacies)	and	verified	updates	to	the	Ministry	of	Health	master	file	list	of	facilities.	

The	second	example	of	outsourcing	to	the	private	sector	describes	the	co-ordination	of	last	mile	deliveries	of	
vaccines.	The	UPS	in	partnership	with	FiT,	implemented	an	18-month	pilot	to	review	links	from	the	National	
Medical	Stores	(NMS)	to	health	centres,	focused	on	the	efficient	and	cost-effective	movement	of	vaccines	using	
appropriate transportation methods with reliable cold chain equipment. The pilot showed improved delivery 
of	vaccines	to	the	last	mile,	increased	availability	of	vaccines	at	the	health	facility	level,	 improved	cold	chain	
equipment	management	and	temperature	monitoring,	and	the	identification	of	human	resource	gaps	at	district	
vaccine stores and health facility level. 

Uganda also provides examples of the outsourcing of last mile deliveries to 3PL companies. The 3PL providers 
supply	medicines	to	3,133	health	facilities.	

These examples demonstrate practices and approaches to outsourcing elements of the healthcare supply 
chain	by	the	public	sector	to	the	private	sector	and	identification	of	tools	that	can	assist	governing	bodies	to	
drive improved health outcomes. 
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Health sector policy

The	2015	National	Medicine	Policy	and	the	National	Pharmaceutical	Sector	Strategic	Plan	2015-2020	focused	
on	key	health	issues,	 including	regulation	and	legislation,	supply	chain,	medicine	use,	financing,	and	pricing	
under	the	consideration	of	the	overall	national	development	agenda.	According	to	National	Pharmaceutical	
Sector	Strategic	Plan	2015-2020,	the	pharmaceutical	sector	includes	private	not-for-profit	and	private	for-profit	
sites. 

The	goal	of	the	Health	Sector	Development	Plan	2015/16	-	2019/20	is	to	accelerate	movement	towards	Universal	
Health	Coverage.	The	health	governance	and	partnerships	priority	of	the	plan	focuses	on	strengthening	public-
private	partnerships	and	coordination.	The	government	of	Uganda	and	 the	Ministry	of	Health	are	open	 to	
outsourcing and collaboration with the private sector to achieve its goals of providing quality healthcare for all 
Ugandans.

The healthcare supply chain

Figure	1	refers:	The	Uganda	healthcare	supply	chain	comprises	eight	key	stakeholders.	Primary	organisations	
in	the	supply	chain	include	the	Government	of	Uganda,	National	Drug	Authority,	USAID,	The	Global	Fund,	the	
Centre	for	Disease	Control	(CDC),	UNICEF/	GAVI,	DFID	and	the	United	Nations	Population	Fund.	The	next	step	
and	stakeholder	set	in	the	chain	include	the	NMS,	Joint	Medical	Stores	(JMS)	and	Medical	Access	Uganda	

Limited	(MAUL).	The	private	sector	participates	in:	

(i)	in-bound	logistics	and	customs	clearing,	
(ii)	distribution	from	national	warehouses	to	district	facilities	and	
(iii)	distribution	from	district	facilities	to	health	centres.	

The	private	sector	also	plays	an	important	role	in	demand	and	supply	planning,	procurement,	warehousing,	
transportation and supply chain strategy design as participants and contributors to the Technical Working 
Groups and as part of the advisory committee



PRIVATE SECTOR OUTSOURCING – EXAMPLES

This section shares examples drawn from a combination of desktop research and interviews of outsourcing to 
private sector partners.

 
i. Geo-Mapping to update the Master Healthcare Facility Registry: ARC

Context
ARC,	an	independent	strategic	advisor,	partnered	with	the	Ugandan	Ministry	of	Health	to	collect	geo-mapping	
data	for	the	analysis	of	differentiated	service	delivery	models	and	assist	the	Ministry	of	Health	in	verifying	and	
updating	their	Master	Healthcare	Facility	Registry	for	all	healthcare	facilities.	

ARC’s	objectives,	 in	support	of	the	Ministry	of	Health,	was	to	carry	out	a	national	geo-mapping	survey	of	all	
healthcare	facilities	in	Uganda,	develop	a	Master	Healthcare	Facility	Registry,	develop	guidelines	and	standard	
approaches	for	the	geo-mapping	of	data	in	the	health	sector	and	establish	gaps	that	existing	in	the	geo-mapping	
of healthcare facilities.

Outcomes and benefits
The	Geo-mapping	survey	allows	the	Ministry	of	Health	to:
• Finalise	a	Master	Healthcare	Facility	Registry	for	healthcare	facilities	and	pharmacies
• Finalise	survey	guidelines	and	standard	approaches	to	geo-mapping	data	based	on	learnings	and	insights	
• Take	full	control	of	 the	Open	Data	Kit	collection	process	 for	 future	updates,	as	a	result	of	 the	train	 the	

trainer	program	to	transfer	skills	and	ensure	Ministry	of	Health	ownership
• Make	use	of	the	SpatialXL	mapping	tools	and	GIS	data	to:	-	Review	and	analyse	the	differentiated	service	

delivery models 
• Identify gaps in service delivery 
• Inform	health	sector	planning	and	guide	decision	making	at	national	and	sub-national	levels

ii. Coordination and evaluation of last mile deliveries project: Vaccines Last Mile Delivery 
(LMD) pilot project 

Context
The	Uganda	National	Expanded	Program	on	Immunisation	(UNEPI)	in	collaboration	with	NMS	and	with	funding	
from	GAVI,	commissioned	an	18-month	pilot	study	in	three	districts	for	the	distribution	of	vaccines	to	the	last	
mile	through	an	outsourced	logistics	service	provider	(LSP).

UPS	 in	partnership	with	FiT	 implemented	a	pilot	that	started	 in	May	2018,	across	the	districts	of	Nakaseke,	
Nakasongola	and	Wakiso	districts.	GAVI	requested	FiT	in	partnership	with	the	Ugandan	Ministry	of	Health,	the	
GAVI	country	office,	UPS	and	NMS	to	review	links	from	the	central	store	(NMS)	to	the	health	centres,	in	relation	
to	the	efficient	and	cost-effective	movement	of	vaccines	using	the	appropriate	transportation	methods	with	
reliable	cold	chain	equipment.	CHAI	together	with	the	Ministry	of	Health	developed	the	data	collections	tools.	

Outcomes and benefits
The	pilot	demonstrated	significant	improvements	in	the	distribution	of	vaccines.	

Key	findings	include:	

• Improvement	 in	 Delivery	 of	 Vaccines	 to	 the	 Last	 Mile:	 District	 delivery	 of	 vaccines	 to	 health	 facilities	
increased	 from	3%	at	baseline	 to	96%	at	 the	midline.	The	availability	of	a	district	ordering	and	delivery	
schedule	improved	from	36%	at	baseline	to	89%	at	midline,	resulting	in	improved	scheduling	of	deliveries.

• Increased	Availability	of	Vaccines	at	Health	Facility	Level:	Across	all	vaccines,	HPV	and	ROTA	showed	the	
highest	improvements	in-stock	availability	between	baseline	and	midline;	from	59%	to	92%	and	from	65%	
to	92%	respectively.	The	proportion	of	 facilities	with	all	antigens	 in	stock	at	the	time	of	the	assessment	
increased	from	76%	to	92%	and	the	average	stock	out	days	reduced	from	18	days	at	baseline	to	12	days	at	
the midline.

• Improvements	in	Cold	Chain	Equipment	Management	and	Temperature	Monitoring:	Cold	chain	functionality	
was	maintained	above	90%	at	midline	and	the	availability	of	fridge	tags	within	functional	fridges	increased	
from	68%	to	95%.



iii. Outsourcing of Last Mile Delivery: 3PL’s

Context
An	example	of	the	private	sector	playing	a	role	is	the	outsourcing	by	NMS	of	last	mile	delivery	for	Government	
Health	Centres	 II,	 III	 and	 IV	 to	3PL	providers,	who	pick	up	and	deliver	prepacked	medicines.	 The	NMS	has	
divided	Uganda	into	5	zones	for	delivery	scheduling	and	deliver	to	cross-docking	stations	(in	addition	to	direct	
deliveries	to	hospitals)	into	136	districts	where	the	3PL	collects	the	medicine	and	delivers	to	allocated	health	
facilities.

The	3PL	providers	supply	medicines	to	3,133	health	facilities,	split	between	Beyond	Logistics	delivering	to	1,255	
facilities	 and	 Threeways	Distribution	 LTD	 delivering	 to	 1,973	 facilities.	 These	 two	 companies	 engage	 other	
logistics	service	providers	and	regional	or	district	level	to	undertake	the	final	mile	distribution.

Outcomes and benefits
Outsourcing	 to	private	sector	partners	has	provided	multiple	benefits	 to	 the	Ugandan	health	supply	chain.	
These	benefits	improve	the	management	and	delivery	of	medical	commodities	to	the	people	of	Uganda.	

• Real-time	Tracking:	3PL’s	improved	live	tracking	and	visibility	of	vaccines	and	medicine	from	collection	to	
the	final	delivery	point.

• Rapid	and	Accurate	Delivery:	Effective	call	cycle	planning	is	used	by	the	3PL’s	to	deliver	resulted	in	faster	
and more accurate delivery.

• Optimisation	of	Fleet:	utilising	different	vehicle	sizes	and	types,	the	3PL	providers	can	ensure	that	the	most	
optimal	form	of	transport	is	used	depending	on	the	conditions	experienced	in	rural	and	difficult	to	reach	
areas.

• Improved	Data	Visibility:	Efficient	reporting	back	to	NMS	by	using	Last	Mile	Distribution	APP,	ensuring	real-
time	information	for	NMS	and	3PL’s	to	plan	and	achieve	optimum	patient	care.

• Collaborative	Effort:	Guidance	from	the	NMS	for	the	3PL’s	is	achieving	success	and	ultimately	improving	
distribution and patient care.

• In	Uganda,	3PL	partners	significantly	improve	and	enhance	the	delivery	of	medical	commodities	through	
the	above-mentioned	methods	to	strengthen	the	supply	chain	and	distribution	performance	in	the	health	
supply chain.

Conclusion

There	is	a	high	level	of	collaboration	between	Ministry	of	Health,	NMS	JMS,	MAUL	and	other	key	stakeholders.	
The	Ministry	of	Health	manages	and	support	JMS	and	MAUL	by	using	the	memorandum	that	is	in	place.	The	
Ministry	of	Health	support	and	drive	change	with	 the	National	Drug	Authority	and	National	Medical	Stores	
playing	key	roles	in	identifying	policy	and	regulation	to	achieve	the	goal	of	Universal	Health	Coverage.	

The	 National	 Medical	 Stores	 have	 a	 three-fold	 mandate:	 to	 procure,	 warehouse	 and	 distribute	 essential	
medicines	 and	medical	 supplies,	 particularly	 to	 Government	 health	 facilities.	 Distribution	 and	 clearing	 are	
carried	out	by	logistical	service	companies	such	as	Bollore,	DHL	and	UPS	with	contracts	between	the	donors	and	
private	sector	suppliers.	Private	sector	3PL	service	providers	distribute	medicines	from	the	National	Medical	
Stores	to	3,133	health	facilities.	

This	document	identifies	various	roles	performed	by	the	private	sector,	the	benefits	achieved,	and	the	different	
approaches	 used.	 Examples	 of	 private	 sector	 outsourcing	 have	 been	 identified	 and	high-level	 descriptions	
documented. These examples exhibit good practices in the approach to outsourcing to private sector partners 
and	can	help	governing	bodies	to	drive	improved	outcomes	for	their	health	supply	chains	and	identified	tools	
to assist the public sector to drive improved outcomes for outsourcing. 
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Examples of effective supply 
chain outsourcing

Mozambique

This case study is a strong example of a supporting system for supply chain 
management that has been outsourced successfully. 

Executive summary

Mozambique had historic challenges with drug distribution, culminating in the Strategic Pharmaceutical 
Logistics Plan / Plano Estratégico de Logística Farmacêutica (PELF) in 2013 which aligned CMAM, donors and 
implementing partners around key distribution concepts:

• Comando Unico – CMAM would assume management control over distribution country-wide
• Reducing the tiers of the supply chain: Removing district warehouses in favour of intermediate warehouses 

(IW’s)
• Outsourcing distribution where possible, recognizing this is not a core competency to be developed within 

CMAM

Mozambique has conducted several projects that provide examples of good practice and important lessons 
learned in implementing the PELF. The Last Mile Supply Chain (LMSC) project led by VillageReach has worked 
on outsourcing distribution over an increasing portion of the last mile supply chain since 2016. An operational 
level toolkit for managing the transition of last mile distribution from the public to the private sector has been 
developed, called the Transport Services Solutions Toolkit. 

Several studies have been performed to map and optimise the transportation network in the country:
• VillageReach partnered with CMAM, Project Last Mile, The Global Fund, and Coca-Cola Sabco to develop a 

route optimisation tool with projected cost savings of $3.06-$3.09 per kilometre. 
• Due to the extremely challenging terrain in Mozambique, Project Last Mile conducted a nationwide survey 

of all routes to serve health facilities and has recommended optimum routes
• GFF / PSISC has conducted an overall investment case that estimates total storage and transportation costs 

so that CMAM can advocate for the budget to enact ‘Comando Unico’

To address the challenge of limited supply chain visibility, in 2015 USAID’s Global Health Supply Chain 
Programme – Procurement Supply Management project partnered with CHAI to launch an eLMIS called SIGLUS 
that captures data at health facilities and is now operating in over 900 health facilities (55%+).

These examples illustrate tools for outsourcing regarding policymaking, advocacy and the management of 
stakeholder expectations, last mile distribution, the capacity and capability building in the public sector, route 
optimisation and the implementation of electronic logistics management information systems (eLMIS). 

In-sourced functions:
• Forecasting
• Procurement
• Warehousing (Important: a study is investigating 

the benefits of sharing some warehousing with 
4PLs providers)

Out-sourced functions:
• Upstream distribution is shared between CMAM 

and 3PL providers
• Last mile distribution is increasingly outsourced 

to 4PL partners who manage smaller 3PLs



Health sector policy

The health sector in Mozambique is guided by the Plano Estratégico do Sector da Saúde / Health Sector Strategic 
Plan (PESS). The PESS 2014-2019 provides a strategic framework towards universal health coverage with the 
two strategic pillars: 

• (a) More and better healthcare services, and 
• (b) Reform and decentralisation agenda. 

One of the seven strategic objectives supporting these two pillars is the strengthening of private sector 
partnerships based on mutual respect to promote increased efficiencies (PESS, p. 14). The PESS states the 
importance of the private sector in health through the formation of public-private partnerships (PPPs) and large 
private investment projects. The National Directorate for Planning and Cooperation / Direcção de Planificação 
e Cooperação (DPC) is working on a strategy for PPPs in health (USAID MMEMS, p. 3). The PELF, written in 
December 2012 by the Ministry of Health, National Directorate of Medical Support and CMAM, guides major 
reforms to improve the structure of pharmaceutical logistics to meet the needs of a decentralised health system 
in Mozambique, outlined in the PESS. It sets the strategic drive to outsource activities that are considered 
subsidiary. 

The healthcare supply chain

The supply chain for public health in Mozambique is centralised by two institutions: CMAM and the Supply 
Centre (CA), falling under the Ministry of Health (MISAU). The private sector is actively involved across various 
supply chain activities in Mozambique. Figure 1 below illustrates the four-tier structure of the health supply 
chain in Mozambique, covering pharmaceutical products and other health products. The planned merging of 
the provincial and district warehouses in a future model of thirty intermediary warehouses is shown in the 
yellow box.
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PRIVATE SECTOR OUTSOURCING – EXAMPLES

This section shares examples of outsourcing to private sector partners. The examples shown below are drawn 
from a combination of desktop research and interviews.

i. Last Mile Supply Chain (LMSC) Project: VillageReach

Context
In partnership with the Government of Mozambique/MISAU, Provincial Health Directorate, Provincial 
Warehouse (DPM), USAID, and technical partners Bolloré Transport & Logistics (Tete and Zambézia provinces) 
and Agility (Nampula province), with VillageReach acting as the technical assistant, the Last Mile Supply Chain 
(LMSC) project uses outsourced 4PLs to manage the distribution of vaccines, antiretroviral drugs, tuberculosis 
drugs and other medical supplies from the provincial warehouses to health facilities at the last mile. The LMSC 
project works in challenging geographical terrains that involve huge volumes for transportation. It aligns with 
long-term supply chain strategies and reforms of the Mozambican government (PELF strategy) and recognises 
the central role of strategic partnerships to ensure effective results.

Outcomes and benefits
The LMSC project began in two districts in Zambézia province in October 2018 and now reaches 22 districts and 
235 health facilities in the province. It has also expanded to 949 health facilities in Sofala, Tete, Inhambane, and 
Nampula (VillageReach, 2020). The 4PL arrangement of the LMSC project builds on VillageReach’s outsourced 
arrangement with 3PLs that began in five districts in Tete province in late 2015 – this project demonstrated 
initial evidence of increased transport capacity (data collection and reporting) and increased efficiencies (stock 
management and patient care) that proved the benefits case for outsourced distribution in the last mile 
(VillageReach, 2017). After 6 months of outsourcing, stock-outs of vaccines decreased from 42% in the first 
month (November) to 4% and antiretroviral drugs stock-outs decreased from 27% to 12% (VillageReach, 2017: 
p. 6) 

The LMSC project encompasses the following strategic principles:
• Strengthened stakeholder and technical management: establishing provincial logistics technical working 

groups composed of Provincial Health Directorate and supply chain transport partners to improve planning 
and accountability systems 

• Improved data collection and systems for end-to-end visibility: embedding a Visibility and Analytics Advisor 
to integrate distribution and stock management data to promote the use of reliable data with an end-to-
end supply chain view for key decision-making and better results

• Capacity building to support logistics management: extensive training for the Provincial Health Directorate 
staff to support the management of 4PL and data analytics, and ongoing training for transport providers, 
health centres, lab, and warehouse staff. 

• Transfer to government: prioritising documentation of processes, tools, methods and provision of 
associated training and technical support to ensure CMAM and provincial government stakeholders can 
operate autonomously. The development of a Transport Services Solutions Toolkit (discussed in the next 
section). 



ii. Transport Services Solutions (TSS) toolkit: VillageReach

Context
Under the LMSC project, VillageReach developed the TSS Toolkit that offers a standardised and structured 
approach to ways of engagement and governance between the public sector and outsourced partners, 
namely 4PLs or 3PL transport companies, across the various levels of the Mozambican supply chain. Before 
this, public-private participation in Mozambique was ad hoc and unstructured. The TSS Toolkit includes 50-60 
essential tools, often drawn from private sector good practice, in easy-to-use formats and codified under three 
overarching sections relevant to last mile distribution: 
(i) monthly operational management activities; 
(ii) quarterly or event-based management activities; 
(iii) deployment-related activities. To identify these areas and the tools therein, a comprehensive user needs 
analysis was conducted by VillageReach. Importantly, the TSS Toolkit was developed by VillageReach in 
partnership with its intended users.

Outcomes and Benefits
The collaborative process established early buy-in to the TSS Toolkit, ensured it remains contextually relevant 
and allowed public sector officials to fully understand tool processes which aids change management. Advocacy 
is a key prerequisite to the successful development and implementation of the TSS Toolkit. Other pre-requisites 
included: 
(i) integrating other technical partners and 
(ii) integrating Mozambique’s parallel commodity supply chains. 
Key learnings from the TSS Toolkit have been incorporated into the Outsourcing Toolkit (interview VIllageReach, 
02/07/2020).

iii. Route Optimisation: Project Last Mile (PLM)

Context
Over a period of three to four years, Project Last Mile worked with CMAM and partners (The Global Fund and 
local bottler, Coca-Cola Sabco) to design a distribution system that caters to different wet and dry season 
conditions across Mozambican provinces by travelling overland from the 157 district warehouses to respective 
health facilities. With technical assistance from Frontline Market Research company, the project developed 
a mapping system that considers travel time to each health facility in the different seasons using SpatialXL 
and RouteXL tools. The analysis developed a time and distance matrix between all storage depots and health 
facilities that enabled vehicle recommendations based on a simulated distribution plan and optimal routes. 

Outcomes and benefits
The project was executed in the Nampula Province and resulted in the verification and geo-tagging of 240 health 
facility and warehouse locations. Over 260 high-risk points, which have the potential to disrupt distribution, were 
mapped and photographed. More than 20,000 kilometres of recorded GPS tracking data was used to modify 
the Nampula road network. Local insights were gained on the best-suited vehicles and roads to use in Nampala 
for both wet and dry seasons (e.g. vehicles equipped for road gradients). Through optimised routes, projected 
cost savings were $3.06 to $3.09 per kilometre when shifting from a district warehouse to an intermediary 
warehouse model. The project took into account both current and future scenarios of the Mozambican supply 
chain and provided a comprehensive costing of last mile delivery for CMAM which allows the organisation to 
make more informed decisions (interview José Neves Project Last Mile, 03/07/2020; interview James Flood 
Frontline, 08/07/2020).

iv. SIGLUS Project for Improved Supply Chain Visibility: Global Health Supply Chain-
Procurement and Supply Management

Context
Mozambique has limited end-to-end visibility of the supply chain, often emanating from data gaps in terms of 
consumption and stock levels from paper-based systems at lower levels of the supply chain. In 2015, USAID’s 
Global Health Supply Chain - Procurement and Supply Management project in partnership with CHAI launched a 
cloud-based eLMIS called SIGLUS that captures data at health facilities: stock on hand, quantity issued, quantity 
received, adjustments, quantities requested, patients by regimen for antiretroviral drugs. Health facilities use 
SIGLUS to automatically generate and send monthly or quarterly requisitions, and thereafter SIGLUS data 
is sent to the district warehouses to be synchronised with the SIMAM system. SIGLUS operates on both a 
mobile application (app) and a Web Portal and has the capacity to send real-time alerts for low stock levels, 
overstocking, understocking, and upcoming expiries.



Outcomes and benefits
SIGLUS was piloted in 2015 in four provinces and then expanded three years later to 9 provinces, thus covering 40 
percent of Mozambique’s health facilities. In 2018, the implementation for a further 140 facilities was underway 
taking the total coverage to 53 percent (OpenLMIS, 2020). SIGLUS is currently operational in approximately 900 
health facilities (interview José Neves Project Last Mile, 03/07/2020). 

v. Transport Outsourcing Investment Case: Global Financing Facility / PSISC

Context
Mozambique became a country funded by the Global Financing Facility (GFF) in 2018. Partners and the 
Government developed an investment case to prioritize and accelerate efforts to implement the PESS in 2016. 
However, this investment case lacked a component of supply chain strengthening. Mozambique asked GFF 
for support related to outsourcing of last mile distribution in April 2018. GFF agreed to support through its 
partnership (Private Sector Innovation for more effective Supply Chains - PSISC) with the Bill & Melinda Gates 
Foundation, MerckforMothers and UPS. The project consolidates research and recommendations from other 
partners to create an overall estimate of the budget that will enable CMAM to carry out an expanded mission 
as envisaged in the PELF. CMAM will need sufficient centralized funding to manage outsourced transportation 
contracts that meet country-wide demand where these budgets are currently de-centralized to provinces and 
districts or managed directly by donors and their prime contractors.

Outcomes and benefits
The first phase of the project (completed in August 2020) identified the total funding requirement and 
estimated increase in headcount at CMAM, as well as risk ratings for five different scenarios for outsourced 
contract management could work. Funding estimates consolidated renovation of warehouses, operating 
costs of warehouses, purchase and operating costs of vehicles for upstream and last mile transportation as 
well as management and staff costs. The estimated budget over ten years was ca. $200m, however, several 
opportunities were identified to save money, especially capital investment in infrastructure and vehicles. Phase 
two of the project has results expected in Quarter 1, 2021. Alternative network designs and private sector 
engagements will be evaluated that should substantially reduce the capital investment required and ongoing 
running costs.

Conclusion

The health sector in Mozambique is guided by the PESS on a five-year termly basis and the operations of the 
healthcare supply chain follow the PELF. The private sector is actively involved across various supply chain 
activities in Mozambique, including production and distribution of health commodities for government entities. 
They have been working on downstream activities in Mozambique (provincial and district levels) since 2001, in 
partnership with the MISAU and other local partners. The VillageReach LMSC project and the associated TSS 
Toolkit are considered good practise for developing the Outsourcing Toolkit. Project Last Mile has partnered with 
CMAM, The Global Fund and Coca-Cola Sabco to develop and implement a route optimisation tool that resulted 
in projected cost savings of $3.06 to $3.09 per kilometre. In 2015, USAID’s GHSC-PSM project partnered with 
the CHAI launched an eLMIS, called SIGLUS that has now been rolled out to over 900 facilities. This is a strong 
example of a supporting system for supply chain management that has been outsourced successfully. The 
projects described in this case study provide good-practice examples and useful inputs for the development of 
the public sector outsourcing toolkit.
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This specialised outsourcing toolkit will help with outsourcing the distribution of 
medicines to pharmacies and other pick-up points.

In this toolkit, you will learn:
• How this toolkit can support public health
• The role of a retail pharmacy distribution model
• Three examples of retail pharmacy distribution models
• Outsourcing Process Steps for retail pharmacy distribution
• The Enabler Tools to support retail pharmacy outsourcing

Who is this toolkit for?

This toolkit supports the public sector who are considering pharmacies as an alternative distribution channel. 
This toolkit is a resource for those in the public sector considering outsourcing medication distribution 
(including antiretrovirals) through retail or private sector pharmacies and other alternative pick-up points. It 
is a repository of tools, models, guides, and practices that can inform a country’s assessment, design and 
evaluation of distribution models and the subsequent implementation and management of that chosen retail 
pharmacy model. The toolkit provides examples of outsourced distribution through pharmacies in five African 
countries.

The toolkit is designed for use by government departments and partners, for example: 

• Ministry of Health senior management  
• Ministry of Health Heads of health programmes
• District/Regional Health Officers
• Donors and Implementing Partners
• Central Medical Stores Management
• Community-Based Organisations

Specialised Toolkit

The toolkit for 
effective outsourcing 
to pharmacies



Why develop a toolkit for retail pharmacy distribution? 

The toolkit is a specific guide and reference document supporting users seeking to explore medicine distribution 
through retail or private sector pharmacies.  It provides steps, processes, practices, and tools to support the 
ministry of health and other organisations as an easy-to-use and credible set of resources. The toolkit identifies 
lessons, approaches and practices from African countries that leverage pharmacies to strengthen healthcare 
delivery.

This toolkit will guide you through

Distribution through pharmacies case studies

The toolkit for effective outsourcing to pharmacies

Outsourcing Process Steps for retail pharmacy distribution

The Enabler Tools to support retail pharmacy outsourcing



Introduction to the 
retail pharmacy 
operating model

In this section, you will learn:
• The role of retail pharmacies 
• The functional framework of the healthcare supply chain
• About three models for outsourcing distribution to pharmacies and pick-up points

Description of the retail pharmacy operating model

In this context, pharmacies are defined as outlets where medicines are prepared and dispensed to patients. 
These outlets are either public entities found at hospitals or are private entities that offer their services for a 
fee and are referred to as retail pharmacies. 

Retail pharmacies are typically found in urban areas in most African countries. They provide trusted and 
convenient access for patients seeking medical advice, access to drugs, pharmaceutical products, and chronic 
medicines to treat diseases and co-morbidities. 

The retail pharmacy distribution model utilises pharmacies as pick-up points for medicine dispensing that 
decongests health facilities and improves service delivery. The model primarily focuses on urban areas where 
pharmacies and populations are more densely populated. The implementation of this model works well for the 
distribution of chronic medication to patients. 

Generic supply chain flow of the retail pharmacy operating model

What is the role of retail pharmacies in public health?

Retail pharmacies can provide an additional network of pick-up points to decongest health facilities and improve 
service delivery. The retail pharmacy channel offers a network of pick-up points that can act as alternative drug 
distribution sites for medication refills at the last mile. Their role can be complementary to the mainstream 
public health facilities in a country supply chain system. There are various implementation models for review 
for ministries of health in the African context, which will be discussed in this toolkit.
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The impact of retail pharmacies on the public health supply chain

• Retail pharmacies can improve healthcare service delivery by decongesting public healthcare facilities.
• They provide improved accessibility of medicines to patients by reducing waiting times and travel times.

This can improve adherence levels in support of national strategic health goals.

Focus areas within the supply chain functional framework

This retail pharmacy outsourcing analysis emphasises changes to warehousing, transportation, and supply 
chain strategy design, as depicted in the functional framework below.

The functional framework encompasses the main groups of activities along the healthcare supply chain. Within 
this framework, the retail pharmacy model will significantly impact the following activities:

• Warehousing: The warehousing and storage of medication assigned to this distribution model and  
              physical inventory at the retail pharmacies.
• Transportation: The physical distribution of medicines between warehouses, storage facilities, central 
              dispensing units, health facilities to retail pharmacies who then dispense the medicine to the patients.
• Supply chain strategy design: Implementing the retail pharmacy model will require changes in the 
                   supply chain strategy design. It will also require new processes and tools for performance management,   
              analysing and reporting, supply chain technology systems, and the supply chain human resources 
              (skills  and capabilities).

The outsourcing process must align with the National Healthcare Supply Chain Strategy and Universal Health 
Coverage goals. If publicly procured products are used in the retail pharmacy channel, strong integration to 
demand and supply planning and procurement processes will be required. Integrating new channels into 
demand and supply planning and procurement processes will depend on the supply chain strategy design 
choices.1
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Models for outsourcing distribution to pharmacies 
and other pick-up points2

There are three models for outsourcing distribution to pharmacies and other pick-up points.

1. The Central Dispensing Unit (CDU) model

In the CDU model, medicine is distributed to all pharmacies and pick-up points through a single central 
dispensing unit. The monitoring and management of all pharmacies and other pick-up points and patient 
management are made centrally. 

There is limited interaction with the patient. The patient only collects medicines. 

Several pick-up points other than retail pharmacies are used in this model, i.e., doctors and other medical 
service provider rooms.

The pharmacies and pick-up points are remunerated for distributing parcels to patients. Patients do not pay a 
fee for this service.

Case studies where the CDU model has been implemented 
South Africa, Zambia, and Botswana

Model suitability

The CDU model is best suited for countries with large pharmaceutical chains with centralised retail pharmacy 
decision-making and ownership.

1Source: Lighthouse Strategic Leadership (LSL) Team Analysis 2020 drawn from Supply Chain Operations Reference 
(SCOR) Model

2Source: CCMDD Project Last Mile, Lighthouse, Antiretroviral therapy in community pharmacies - Implementation 
and outcomes of a differentiated drug delivery model in Nigeria https://www.sciencedirect.com/science/article/abs/
pii/S1551741120300632 For further reading, please view the case studies.



The fee-paying fast track clinic and retail pharmacy model
In this model, patients pay a fee to receive faster dispensing of antiretroviral medications. A study revealed a 
high willingness-to-pay from patients who view this as a premium service.

Medication is distributed to patients through pharmacies and specified areas within public health facilities 
demarcated for service delivery.

Medicine handover includes consultation with the patient.

This model works through the distribution method of either the CDU model or the health facility driven model.

Case studies where the fee-paying fast track clinic and retail pharmacy model has 
been implemented
Nigeria

Model suitability

The fee-paying model shows a willingness-to-pay from patients for this service. The model also indicates that 
the patient can fund remuneration for the pharmacies’ service.

2. The health facility driven model
In the health facility driven model, medicine is distributed to pharmacies through health facilities. The health 
facilities are responsible for managing pharmacies linked to the facility and managing patients and medicine 
distribution to pharmacies.

Medicine handover at a retail pharmacy to the patient includes a quick health check-up to ensure the patient 
is not developing symptoms. As a result, this model requires training for retail pharmacy staff regarding their 
interaction with patients.

The pharmacies and pick-up points are remunerated for distributing parcels to patients via the provision of 
staff or a fee. Patients do not pay a fee for this service.

Case studies where the health facility driven model has been implemented
Uganda

Model suitability

The health facility driven model is best suited for countries with a largely independent network of pharmacies 
and where retail pharmacy decision-making and ownership is decentralised.



Distribution through pharmacies 
case studies

Case study: 
South Africa

Context and background3

The South African CCMDD program, a CDU model, has been operating effectively for over four years.

Overburdened public health facilities in South Africa resulted in limited healthcare provider time with 
patients and increased administrative burdening for facility staff (processing patients, dispensing, patient 
record management etc.) In turn, patients have a poor experience at overburdened health facilities and often 
experience long queues. This is exacerbated by high costs, long travel times and distances, needing to take time 
off work, etc.

Suboptimal stock management was another issue at health facilities. Limited medicine storage space at facilities 
and depots resulted in capital being locked. Irrational prescribing, poor treatment adherence levels for patients 
and little oversight regarding prescribing without standard treatment guidelines contributed to this.

The operating model
Starting in 2016, the Centralised Chronic Medicine Dispensing and Distribution (CCMDD) model shifted 
stable patients to collect their medicine from an allocated pick-up point. There are currently over 3000 retail 
pharmacies and alternative pick-up points in the CCMDD programme. These pick-up points are either external 
(e.g., private sector service providers such as Clicks, Medirite etc.), or ‘internal’ such as fast track lanes within 
healthcare facilities or adherence clubs. Patients return to their healthcare facility twice a year for repeat scripts 
and check-ups.

Stable patients with chronic diseases can choose to enter the CCMDD programme. Once enrolled, patients 
collect pre-dispensed medicine parcels from pick-up points. 

The South African retail pharmacy and pick-up-point model illustrates the success of the CDU model. The 
CCMDD model is shown below.

3Source: CCMDD – Project Last Mile



Outcomes
• The business case for the CCMDD program found cost savings of up to 43% for patients by reducing travel 

and waiting times. 
• Patient adherence was improved by 22%. 
• In healthcare facilities, patient capacity was significantly improved.
• The additional patient capacity of 2.5 – 3.3 million was generated from decongesting healthcare facilities 

through this program. 
• Additionally, this program reduced costs for the National Department of Health by 50%.
 

Lessons learnt
The key lessons from this case study are:

• Identify the needs and overarching objectives of the model to address problems in the healthcare  
              delivery system, such as congestions and long waiting times.
• Proactively engage stakeholders and align on targets, budgets, funding, and collaborative efforts.
• Have a communication plan to share the positive impact (or potential positive impact) of implementing 
              the retail pharmacy model.
• It is crucial to have a five-year plan to understand long term costs and benefits and clearly define the 
              way forward and future of the program. This is key to continuing to build advocacy.

CCMDD process
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Distribution of antiretroviral’s through a 
CDU to patients who are on a medical 
scheme.

Case study: 
Botswana

Context and background4

Bomaid, one of Botswana’s largest medical aid providers, was awarded a tender to distribute antiretrovirals over 
three years. This outsourced distribution was done within the terms of Botswana’s public-private partnership 
(PPP) policies. This case study is an example of the central dispensing unit model for distributing antiretrovirals 
through pharmacies.

The operating model
Medswana and Bomaid acted as the outsourcing partners in this model. The model only serviced patients 
enrolled in Bomaid’s medical aid scheme. In total, there were between 17,000 and 18,000 patients enrolled in 
this model. The Central Medical Stores would receive stock from donors/suppliers. The stock was delivered 
from Central Medical Stores to a central warehouse owned by the Botswanan Government. 

Medswana performed the warehousing and distribution of the medicine to the clinics and pharmacies. 
Medswana performed three-month projections to ensure there was sufficient stock on hand to distribute to 
pharmacies. Medswana used an in-house Warehousing Information System to track parcels and generate 
information on the PPP programme. Patients would collect personalised packages from pharmacies and clinics.

Process flow of the Botswana case study

4Source: Interview with Medswana (November 2020
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Outcomes 
After three years, the Botswanan Government decided to take over medicine distribution due to patient 
anonymity concerns. The anonymity of patients became a significant issue as information was visible throughout 
the supply chain. The Government also decided the tender was too expensive and performing the distribution 
in-house would be more cost-effective.

Lessons learnt 
• The outsourcing model must be cost-effective and drive operational efficiency.
• PPP programmes need to be designed to be as inclusive as possible and should cater for those that can 

least afford to wait for long hours to collect medicine. 
• Ensure your program has an extensive reach and that it is as accessible as possible.
• The anonymity of patient information is essential – too much transparency reduces anonymity and exposes 

patients to stigmatisation.
• The technology system needs to be reliable and stable.

 



The CDU model is being piloted in 
Ndola, Zambia, based on the South 
African CCMDD model

Case study: Zambia

Context and background5

The objectives were to decongest high-volume healthcare sites and reduce workload at treatment facilities to 
facilitate progress towards improved retention and viral load suppression. The aims were to improve access to 
medicines and patient experience. 

This program started with a visibility study with stakeholders, including the Ministry of Health, Pharmaceutical 
Authority, private pharmacies, etc. The Ministry of Health approved a concept note. This program is designed 
for an urban setting through private pharmacies.

The operating model
Right-to-Care, a private sector implementing partner sponsored by USAID, was tasked with implementing the 
central dispensing unit (CDU) model in Zambia after the success of the CCMDD program in South Africa. The 
CDU model was tested in Ndola.  

Medicine is received from Medical Stores Limited and then distributed to participating pick-up points. Currently, 
there are six private pharmacies in the program and nineteen pick-up points in total. The parcels are individually 
packed for each patient. Pharmacies are paid 45 Kwacha (~$2) per parcel that is distributed to a patient. Patients 
can choose the retail pharmacy for their medicine to be delivered to. Every six months, patients must undergo 
a clinical assessment. 

Outcomes
The model’s performance review will examine congestion levels, waiting times for patients, patient satisfaction 
levels, and health worker working conditions.

Lessons learnt
• Continuous patient sensitisation – engaged site agents continuously talk about the programme’s benefits 

and engage with patients.  
• Stakeholder engagement is vital – must not be competing for numbers 
• Support from the Ministry of Health – ensure they understand the benefits of the program. The Ministry of 

Health has now been pushing for the expansion of the program. Right-to-Care will begin assessing pick-up 
points outside Ndola for this program. 

5Source: RightToCare Interview (November 2020)



Donor/ 
Ministry 
of Health

National 
Medical 
Stores

Procure 
medicine

Facilitate 
delivery to 
National 
Medical 
Stores

Receive medicine 

Supply medicine to 
public healthcare 
facilities

Either direct or via 
third-party logistics

Responsible for 
complete supply 
chain process

System accountability

Forecasting 

Patient allocation to 
pick-up point 

Issue medicine to 
pick-up point 

Monitoring and 
reporting of  pick-up 
point  stock movement 

Quality assurance

Receive medicine from 
facility

Issue medicine to 
patient as prescribed

Keep stock movement 
records

Report to facility

Receive medicine from 
local retail pharmacy

Has ability to choose 
retail pharmacy

Healthcare 
facility

Retail pharmacy
(urban)

Patient
(urban)

•

•

• • •

•

•

•

•

•

•
•

•

•

•

•

•

The operating model
Uganda utilises healthcare facilities to manage the distribution to and monitoring of pharmacies. Participating 
pharmacies must meet a strict set of standards. Several pharmacies can be linked to a healthcare facility 
within a one- or two-kilometre radius. The retail pharmacy receives medicine from the healthcare facility.  The 
healthcare facility then decants stable patients, who meet qualifying criteria, to a retail pharmacy of their choice. 

The patient will receive this service free of any charge. It is proposed that an amount be paid to the retail 
pharmacy for every package of antiretroviral’s picked up by patients. This model could potentially include other 
chronic medicines and diagnostic services.

Supply chain model of the pharmacy distribution model

6Source: ARC; Interviews with Members of ministry of health Uganda (2020) 

In Uganda, a pilot of a health facility 
linked retail pharmacy model has 
shown success.

Case study: Uganda

Context and background6

In Uganda, health facilities face challenges regarding high congestion rates, and patients experience long hours 
of travelling and waiting to collect their antiretrovirals. 

The Community Retail Pharmacy Drug Distribution Points (CRPDDP) model has been piloted in Kampala. The 
CRPDDP model utilises health facilities to distribute antiretrovirals to patients through nearby pharmacies to 
reduce congestion at the health facility and significantly reduce the waiting times for patients. In the current 
pilot, a nurse or healthcare worker is recruited and assigned to the retail pharmacy to dispense the medicine 
and administer the programme.



Outcomes
The pilot, conducted in Kampala, revealed retention rates of over 95% and maintained viral load suppression 
rates of 99%. It also showed the retail pharmacy model had improved adherence to 98% and continued 
suppression rates at 99%.

Patients experienced significantly reduced waiting times, from an average of two to three hours waiting time 
to less than 10 minutes. 

Healthcare facilities also experienced benefits of increased capacity and decongestion of patients within the 
facility. Healthcare workers had more available time to address other functions within the facility. 

Lessons learnt
The key lessons from this case study are:

• It is crucial to conduct an investment case study to determine the potential benefits and costs of the retail 
pharmacy model.

• Reducing waiting times for patients plays a critical role in improving the accessibility of antiretroviral’s.

• Improving the accessibility of antiretroviral’s significantly impacts retention and suppression rates.

• It is vital to articulate the benefits for the healthcare facilities.

 



A fee-paying model found success by 
offering clients premium HIV services.

Case study: Nigeria

Context and background7

A community retail pharmacy-based antiretroviral treatment refill model was implemented in Nigeria. Stable 
clients were devolved to community pharmacies for routine refills at a service fee to promote private sector 
participation and sustainability of antiretroviral treatment services. 

The operating model
Patients pay a fee of N1000 (approximatively US$3) per dispense to receive individualised packages of 
antiretroviral at pharmacies or through fast-track channels within healthcare facilities. Every six months, a 
median follow-up was conducted. 

A total of 10,015 participants representing 14.4% of antiretroviral treatment clients in 50 hospitals opted for 
this model and were transferred to 244 community pharmacies. Several willingness-to-pay studies reveal a 
high willingness-to-pay for a premium service in a particular category of patients. As socio-economic status 
increases, willingness-to-pay also increases.

Outcomes
A study revealed the feasibility, acceptability, and outcomes of this distribution model in Nigeria. The study 
found that the prescription refill rate was 95%, the retention rate was 98%, and viral suppression was 99.12%.

Lessons learnt 
The key lessons from this case study are:

• There is a market for client-funded comprehensive HIV services.
• Certain types of clients are willing to pay for premium services.
• It is essential to ensure accountability and transparency of the funds realised.
• There is a potential for over-subscription if the cost to access the services is too low.
 

7Source: Antiretroviral therapy in community pharmacies - Implementation and outcomes of a differentiated 
drug delivery model in Nigeria https://www.sciencedirect.com/science/article/abs/pii/S1551741120300632



The toolkit for effective 
outsourcing to 
pharmacies

In this section, you will learn:
• What the retail pharmacy outsourcing toolkit framework looks like

The retail pharmacy toolkit is hosted in a framework of sequential Process Steps and Enabler Tools. The process 
steps describe the ‘what’ and ‘how’ of an outsourcing initiative. The Enabler Tools are cross-cutting and support 
the Process Steps.

8 Source: Lighthouse Team Analysis 2020.

The retail pharmacy outsourcing toolkit framework8

These are sequential along the retail pharmacy model journey and are described as follows: 

These support the delivery of the Process Steps, described as follows: 

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understanding relevant public policies, 
national laws, and regulations regarding 
outsourcing distribution to pharmacies.

Implementing practices and tools that enhance 
senior management buy-in to outsourcing and 
build an enabling environment.

Building human resource capacity and capability, 
developing an organisational structure to manage 
a successful outsourced relationship.

Identifying and utilising systems and technology to 
enhance dispensing, reporting, visibility, decision-making, 
and performance management.

Assess the government and 
ministry of health sentiment 
to outsourcing, the current 
healthcare landscape, and 
the outsourcing opportunity 
for utilising pharmacies.

Design or select a retail 
pharmacy drug distribution 
model and evaluate the 
investment case to 
determine the qualitative 
and financial implications.

Define your outsourcing 
arrangement parameters 
and create contractual 
agreements with 
pharmacies and other 
outsourcing partners.

Develop and transition 
capabilities, establish 
performance management 
and governance procedures.

Process Steps

Enabler Tools



Process Step 1: 

Assess
The toolkit for effective outsourcing to 
pharmacies

In this section, you will learn: 
• Whether an opportunity exists for outsourcing medicine distribution through pharmacies
• How to assess the Government sentiment and policy regarding outsourcing the distribution of medicine 
       to pharmacies. 
• How to review and map the current healthcare facilities landscape and the demographics of chronic
       diseases
• How to assess the opportunity for outsourcing distribution to pharmacies

The outcome and benefits of a rigorous assessment are that the ministry of health will be able to: 

1) Establish willingness and ensure that policies and regulations are enabling.
2) View a complete picture of the healthcare delivery landscape to make informed decisions. 
3) Identify any functional gaps (such as congested health facilities) that could resolve using a retail  
              pharmacy channel.

It is suggested that this section be read in consultation with Policy and Advocacy and Governance.



Three tasks need to be undertaken to Assess the environment and opportunity for 
outsourcing to pharmacies:

Task 1: Assess the environment and opportunity for 
outsourcing to pharmacies
The assessment process starts with the levels of policy and advocacy support for an outsourcing arrangement. 
This task has two objectives: to determine government regulatory support for outsourcing and internal 
management support and buy-in needed. 

Objective 1. Understand the policy guidelines 

Policy plays a critical supporting role. It is vital to determine whether government policy caters for outsourcing 
to the private sector. The first step is to understand existing pharmacy practice policies, codes of conduct, and 
regulatory oversight. 

The Policy Tools can assist in the review of government policy include the ‘How To’ approach to understanding 
existing policy tools and their impact on outsourcing:

• Why has this policy tool been developed?
• What goals has this policy articulated?
• How do the policy goals identified get executed in practice?
• Who executes the policy, and who does the policy affect?
• When does the policy come into effect?

Objective 2: Determine advocacy required 

Once policy guidelines are clarified, and there is definitive support for outsourcing to pharmacies, it is crucial to 
determine the ministry of health’s view to gaining advocacy. It is essential to determine support levels from the 
ministry of health and internal management to the potential for outsourcing to pharmacies to gain advocacy 
and buy-in. This may require engaging the Pharmacy Professional Body for support, setting up a project charter 
and undertaking interviews with key stakeholders in decision-making positions. 

The Advocacy and Governance process outlined here supports this task.

Task 1: Assess the environment and opportunity for outsourcing to pharmacies

Task 2: Review and map the current healthcare facilities landscape

Task 3: Assess the outsourcing opportunity for utilising pharmacies



Task 2: Review and map the current healthcare facilities 
landscape
The next task is to review current healthcare performance and identify geographic areas of focus for pharmacies. 
Identifying the target population helps to quantify the potential impact and role of outsourcing to pharmacies.

Objective 1: Understand the current healthcare performance levels and 
capacities

Completing this assessment will assist in understanding standard medicine flows, systems, and capacities.

Key tasks 

• Identify healthcare facility distribution, healthcare facility client analysis (i.e., how many could qualify for the 
model, willingness-to-pay for the fee-paying model)

• Optionally, identify the challenges and risks within the healthcare landscape, including progress towards 
national health targets and the burden of patients at facilities. 

• Understand funding models for dispensing of medicines
• Examine the retail pharmacy market distribution
• Conduct patient satisfaction surveys at health facilities within-country guidelines 
           •  Critical questions for a decongestion survey: 
                         •  What are the current levels of congestion? 
            •  How long does it take patients to receive their medication? 
            •  How far do they have to travel to get their medicine?

Objective 2: Map current dispensing facilities and alternative drug pick-
up points

To map the existing healthcare facilities landscape, potential alternative pick-up points, the last mile distribution 
and status of chronic diseases to understand current medicine distribution flows, performance levels, Key 
performance indicators, and capacities. Geographic information system (GIS) analysis will inform the retail 
pharmacy model design and implementation.

Key tasks 

• Identifying challenges and risks in the healthcare delivery landscape.
• GIS analysis using geo-mapping or overlayed data sets (disease prevalence, population density, facility, and 

Retail pharmacy geo-locations).
• Conducting patient satisfaction surveys to baseline current patient experiences (waiting periods, travel 

time, cost-to-patient).
• Perform a GIS analysis using geo-mapped data and overlaying with data sets that identify key geographic 

areas for potential focus for the retail pharmacy model:
                    • Chronic disease prevalence, population density
                    • Healthcare facility and retail pharmacy geographic distribution



Strategic benefits for the GIS study:
 
• Identifies geographic gaps or areas in-country
• Fact-based visualisation of where and how pharmacy participation may play a role
• Provides input to the health investment case for pharmacies as part of Evaluate. 

Example: Target population assessment for HIV in Uganda9 

Context

By identifying the target population, management has a baseline to assess the potential impact of the retail 
pharmacy model. This country process example taken from Uganda displays the breakdown and analysis of 
the population of people living with HIV.

Relevance to the retail pharmacy model

Identifying the target population of PLHIV

This tool assists in identifying patients that may be serviced through the retail pharmacy model. The target 
population can be determined by applying set criteria (a funnel approach) – e.g., stable and residing in a target 
district (district with high population density, overburdened health facilities with access to a sufficient number 
of qualifying pharmacies). Refer to the retail pharmacy qualification criteria in Contract.

9Source: ACP Quarterly Report: Uganda 2020
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Task 3: Assess the outsourcing opportunity for utilising 
pharmacies
The final task is to consolidate information to determine the opportunity for outsourcing to pharmacies. 
Assessing the distribution of health facilities and pharmacies informs the design of the retail pharmacy model.

Objective 1: Document key findings of Geographic Information System 
(GIS) analysis and satisfaction surveys

This helps determine whether any functional gaps and opportunities exist for outsourcing to pharmacies.

Key tasks 

• Document the findings from the review of the current healthcare delivery system and satisfaction  
       surveys.
• Complete the outputs and findings of analysis – gaps and opportunities assessed. 
• Share the outputs and findings of analysis – gaps and opportunities. 
• Index geographic and spatial analysis against population and disease prevalence.
• Consult the Pharmacy Professional Body for their opinion on outsourcing.

Benefits for mapping and survey analysis  
 
• Defines existing roles of major players in the distribution of medicine to patients.
• Prioritises potential role for pharmacies within the existing healthcare delivery system.

Objective 2: Motivating the outsourcing initiative

To motivate a retail pharmacy outsourcing initiative and anticipate the implications of changes to the healthcare 
system.

Key tasks 

• Develop a rationale motivating for outsourcing and changing the dispensing methodology. Examples include 
decongesting health facilities, improving accessibility to medication, increasing efficiency of healthcare 
delivery, reducing waiting times for patients, or improving adherence to scripts.

• Determine expected high-level changes to the current medicine delivery system if pharmacy outsourcing 
were to be initiated.

Critical implications for retail pharmacy model
• Identifies the key benefits and focus areas for the potential retail pharmacy distribution and pick-up point 

model implementation.
• Defines the expected outcomes; these will later inform the development of key performance indicators.
• Further input to Design and Evaluate.



Example: Geo-mapping analysis in Uganda10

Context

These maps display the outcomes of a geo-mapping exercise in Uganda that identified target districts and 
mapped target and priority health facilities with nearby qualifying pharmacies.

In Kampala, a small number of health facilities serve a high percentage of stable patients. There are many 
pharmacies within one kilometre of these identified facilities. These facilities can be prioritised to decant 
patients to the retail pharmacy model.

Relevance to the retail pharmacy model 

A geo-mapping exercise will inform the regional prioritisation by identifying areas with dense populations, 
overburdened health facilities and enough nearby, qualifying pharmacies.

Summary of Assess
The first Process Step, Assess, assists you to understand the status of your supply chain and assess what 
gaps or opportunities exist for outsourcing. It is important first to review and map the existing health facilities 
landscape. Once this is completed, you can Assess the outsourcing opportunity for utilising pharmacies. Finally, 
in Assess, you have learnt about tools to support supply chain assessment, including supply chain mapping 
and geo-mapping. In the second Process Step, Evaluate, you will be provided with the tools for identifying 
relevant retail pharmacy distribution models, designing a retail pharmacy drug distribution model specific to 
your country, and developing an investment case to examine the costs and benefits of implementing the retail 
pharmacy model.

10Source: ARC Geo-analysis



Process Step 2: 

Evaluate

In this section, you will learn: 
• How to identify relevant retail pharmacy distribution models
• How to design a retail pharmacy drug distribution model specific to your country
• How to develop an investment case to examine the costs and benefits of implementing the retail pharmacy 

model

The outcomes and benefits of this Process Step include: 

1) Reviews of relevant and applicable good practice operating models from which to draw lessons learnt.
2) A tailored solution for in-country distribution of medicine through retail pharmacy channels.
3) Defined expected outcomes of the model and an analysis of potential benefits and costs for outsourcing  
              to pharmacies.

It is suggested Evaluate be read in consultation with Policy, Advocacy and Governance and Technology.



Task 1: Benchmark pharmacy drug distribution models
Examining case studies from other African countries will provide key learnings and insights.

Objectives

1. Identify the relevant case studies of retail pharmacy model implementations in other Africa Countries
2. Take key learnings and apply them to your own retail pharmacy model design and implementation  
              plan. 

There are two steps required to achieve these objectives.

Step 1. Review of retail pharmacy model case studies

Key tasks 

• Review the case studies from Botswana, Nigeria, South Africa, Uganda, and Zambia. 
       If possible:

      •   Communicate with operators of other retail pharmacy models and perform site visits.
      •   Perform interviews or conduct site visits to benchmark existing models.
      •  Using the healthcare landscape review from Assess, determine which case study is most relevant to   
         your country by comparing situational factors such as the burden of disease and the healthcare facility  
         landscape.
      • Identify key learnings to utilise when designing the retail pharmacy outsourcing model.

Key learnings    

• Key learnings could include implementation models, performance monitoring and evaluation approaches, 
major areas of risk and strategies for risk mitigation

• It is vital to leverage existing models, pilots, and examples to inform the design of your retail pharmacy 
model

Step 2: Take key learnings and apply them to your own retail pharmacy 
model design and implementation plan.

Selecting a suitable retail pharmacy distribution model starts with benchmarking 
other countries. Two primary factors influence retail pharmacy model design choices:

• Pharmacy ownership structure
• Patient payment scheme

Task 1: Benchmark pharmacy drug distribution models

Task 2: Design a bespoke pharmacy drug distribution model

Task 3: Examine the potential costs and benefits (investment case)
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Independently owned 
pharmacies/decentralised 
decision making

The CDU model

For countries with large retail pharmacy 
chains with centralised decision making.

Government remunerates pharmacies for 
distributing medicine to patients. 

Patients receive this service free of charge.

Less complex with centralised decision 
making.

Case studies: Zambia, South Africa, 
Botswana

The health facility-based model

For countries without sizeable retail 
pharmacy chains or predominately inde-
pendently owned pharmacies.

Pharmacies are paid for distributing 
medicine to patients.

Patients receive this service free of 
charge.

More complex.

Case studies: Uganda

The fee-paying model

For countries with large 
retail pharmacy chains with centralised 
decision making. 

Patients pay a service fee to pick up medi-
cine from the retail pharmacy

Case studies: Nigeria

The fee-paying model

For countries with large 
retail pharmacy chains with centralised 
decision making. 

Patients pay a service fee to pick up 
medicine from the retail pharmacy.

Case studies: Nigeria

• •

•

•

•
•

•

•
•

•

Supporting factors for the model design can include:

• Country income levels
• Patient willingness-to-pay
• Patient ability to pay
• Retail pharmacy numeric distribution and participation willingness
• Donor funding availability
• Technology
• Skills of healthcare workers and pharmacy staff
• Patient preferences
• The total cost of the model and financial sustainability

There are four options to guide country decision making to develop a ‘best-fit’ retail pharmacy model. This tool 
can guide the ministry of health’s choices regarding the design of a ‘best-fit’ retail pharmacy model:



Task 2: Design a bespoke pharmacy drug distribution 
model

Customising the selected operating model into a draft country or regional retail pharmacy distribution plan.

Objectives: 

1. To design a bespoke (draft) retail pharmacy distribution plan. 
2. To develop sufficient quantification and data inputs for the health investment case.

Step 1: Design and prepare

Choose or develop a locally relevant or tailored distribution model for utilising pharmacies (or other pick-up 
points) to distribute medicine to patients.

Key tasks 

• Establish a cross-functional project work team and appoint a team leader
• Identify the scope of work (regions, functional activities, resources) 
• Develop the model structure and identify key stakeholders 
• Determine required characteristics for pharmacies
• The selection criteria list includes the service method: 
         • counter versus self-service
         • adequate storage
         • collection capability 
         • admin and reporting systems
• Identify the following:
         • Processes and systems to be used
         • The funding mechanism of the model 
         • Remuneration scheme for the retail pharmacy
         • The logistics of the medicine distribution
         • Recording and dissemination of information – ensure patient confidentiality
         • Pharmacy criteria for participation (size, location, storage facility etc.)
         • Service method: counter and self-service
         • Number of staff members
         • Electronic admin
         • Qualification criteria and disqualification criteria for patients

Strategic questions 
  
• Who will manage the project? 
• What is the scope of work? 
• How will the model work? 
• Who are the key stakeholders? 
• What are the pharmacy selection criteria?

Step 2: Build the workplan
 
Key tasks 

• Consolidate inputs from Assess to affirm regions, districts, candidate pharmacies – prioritise regions with 
high disease burdens and enough pharmacies.

• Identify candidate pharmacies that meet the selection criteria.
• Determine funding/payment structure for pharmacy; develop drug distribution plan; forecasting tools; 

reporting system requirements.
• A pilot program in a district or region is an effective way to test the retail pharmacy model.
• Strategic questions



Strategic Questions

• Where to start? 
• Who to partner? 
• What are the costs? 
• What is an effective funding and distribution model to satisfy patients and the ministry of health? 

Task 3: Examine the potential costs and benefits 
(investment case)
Develop a health investment case that examines the potential impact of the retail pharmacy model to inform 
strategic decision making and action planning by stakeholders involved. 

Objectives: 

1. To develop a quantifiable benefits case for retail pharmacy outsourcing.
2. Review the potential qualitative benefits such as reduced burden on health facilities and greater access 
              to medicine.
3. To share findings with the key stakeholders for management to choose whether to outsource. 

This task requires:

• Determining and measuring key considerations for the investment case
• Identifying and defining the expected outcomes of the retail pharmacy model
• Evaluating the retail pharmacy model against internal and external benchmarks and comparing it to existing 

distribution models
• Consolidating findings from previous steps and presenting in a report the potential impact of the retail 

pharmacy model (scaled to the target population size and projected over three to five years).

Step 1: Identify key factors for the investment case

Build a health investment case to understand the costs, benefits, and other implications of pharmacy 
outsourcing. The purpose of the investment case is to inform strategic decision making and action planning by 
stakeholders involved.

Key tasks 

• Identify and measure key factors to consider, such as:
          • Costs to the patient (waiting times, travel times and costs, loss of potential income)
          • Facility burden – potential capacity gains and efficiency gains
          • Current medicine distribution costs
          • Performance against national chronic disease health goals (such as the 90/90/90 HIV goal)
          • Start-up costs for pharmacy model
          • Technology and capital goods requirements and depreciation costs
          • Funding mechanisms and structure  
          • Potential savings for the overall health system



Step 2: Evaluate retail pharmacy model against benchmarks 

Key tasks 

• Identify and define expected outcomes (e.g., improved accessibility of medicine, decongested health 
facilities)

• Compare the benefits and costs of the retail pharmacy model against existing medicine distribution models 
and scale to the target population

• Examine both operational costs and capital expenditure.
• Perform a side-by-side cost-benefit evaluation for three key stakeholders: 
        •  Patients
        •  Health facilities 
        •  Ministry of health

Strategic questions

• Does outsourcing to retail pharmacy improve patient experience?
• Are there substantive benefits to using the retail pharmacy model for all three stakeholders?

Step 3: Consolidate findings and report

Key tasks 

• Utilising findings from cost analysis, develop a report to showcase the potential impact of the retail 
pharmacy model – project over five-years 

• Create a ‘from-to’ analysis – comparing key performance indicators of current and new distribution models 
• Propose funding model in the report

Strategic questions

• Does the health investment case deliver clear benefits for Senior Management in the ministry of health to 
mandate engagement and contracting with pharmacies?



Improved accessibility and convenience of receiving antiretroviral treatment

Decreased costs, travel distances and time taken to receive antiretroviral treatment

Decreased stigmatisation associated with receiving antiretroviral treatment

Improved adherence and retained suppression rates

Reduced time spent at health facilities (decreased risk of infections from other patients, especially during the 
COVID-19 pandemic)

Reduced operational costs (10 % reduction)

Reduced congestion at health facilities – more capacity for COVID-19 cases

Improved efficiencies & increased capacity with limited Capex investment

Limited line-of-sight

Government-owned medication going through privately owned institutions may cause issues with key stakeholders

Policy and regulatory changes may be needed

Patient

health 
facilities

Health 
System

Benefits

Benefits

Benefits

Costs

Costs

Costs

•

•

•

•

•

•

•

•
•

•
•

•

Management and distribution of medicines to pharmacies

Monitoring and evaluation of patients (adherence and suppression) 

•
•

Dispensing fee paid to the retail pharmacy for distributing antiretroviral to patients•

Achieving support from the ministry of health for the model and securing funding for a dispensing fee to 
retail pharmacy 

•

Decant over 75% of stable patients from the health facilities

Reduce workload for nurses or healthcare workers by reducing time spent dispensing medicine

•
•

•

No costs to the patient 

Risks

Risks

Risks

Number of patients choosing to receive antiretroviral at pharmacies

Examples

Uganda: a healthcare investment case model for 
examining benefits, costs, and risks for each group
This process guide illustrates the methodology for analysing each stakeholder group’s benefits, costs, and risks 
once an operating model has been identified.

Example: The health facility driven retail pharmacy model in Uganda



South Africa: The health investment case measured the 
costs and benefits for all stakeholders
The South African CCMDD Business Case showed potential net benefits of ZAR 2,5 billion (USD164 million) by 
outsourcing to pharmacies and pick-up points.

Key factors/considerations to the Health Investment Case

• Patient benefits: improved experience and cost savings
• Type of patient costs to evaluate:
 •  Transport costs
 •  Loss of income while collecting medicines
• National Department of Health:
 •  Increased facility capacity (decongestion)
 •  Facility efficiency gains
 •  Impact on medicine supply chain costs
 •  Increased patient script adherence
• Community Benefits

Methodology used to examine patient benefits

• Evaluate and compare costs that patients incur:
 •  While on the CCMDD program
 •  While not on the CCMDD program

Annual CCMDD net benefit to patients and public health sector for 2017/18

0.9m-1.2m 
additional 
patients 
treated in 
current 
facility 
infrastructure 
and staff

0,3
1,3

1,1

0,0

2,5

-1,0

Patient 
savings

NDoH 
facility 
efficiency 
gains

NDoH 
medi-
cine 
supply 
chain
costs 

Adherence
(NDoH) 

Socio 
economics

Net benefits

Summary of Evaluate
The second Process Step, Evaluate, begins by understanding the policies and guidelines for outsourcing to 
pharmacies in your country. In this Process Step, you have learnt how to identify relevant retail pharmacy 
distribution models. Once you have this information, you can design a retail pharmacy drug distribution model 
specific to your country. Finally, you can develop an investment case to examine the costs and benefits of 
implementing the retail pharmacy model. With a model selected, the third Process Step, Contract, will focus on 
selecting and prioritising pharmacies as alternative outsourced partners for distributing medicines to patients.



Process Step 3: 

Contract

In this section, you will learn: 
• How to select and prioritise pharmacies as alternative outsourced partners for distributing medicines to 

patients.

The outcome and benefits of Contract include: 

1) The development of a rigorous brief and set of criteria for retail pharmacy selection
2) The issuance of a ‘request for participation’ (RFP) to pharmacies
3) Operating model negotiation and terms and conditions agreed
4) Awarding of contracts

It is suggested that this section be read in consultation with Policy and People.



A four-step contracting process has been successfully adapted from lessons learnt in the private sector:

Task 1: Onboard stakeholders, set criteria for pharmacy 
participation
Objective: 

To onboard and align key stakeholders to the outsourcing project

This task requires: 

• Authorisation has been received from ministry of health in consultation with relevant national bodies, e.g., 
Pharmaceutical Society 

• The scope of work has been agreed upon with professional bodies and the ministry of health
• Development of participation criteria for pharmacies, for instance:
 •  Registered, licensed, and certified
 •  Be of medium or large size
 •  Sufficient storage and security facilities

Task 2: Develop a brief and issue a request for participation
Objective: 

Develop a brief to describe the scope of work, roles, key performance indicators, and RFP issuance.

This task requires:   

• Define the scope of work, role and responsibilities for pharmacies, alternative pick-up points, implementing 
partners, and the ministry of health

• Design remuneration structure for pharmacy services
• Develop the Key performance indicators
• Build reporting, monitoring and performance management processes  
• An RFP document to be communicated to the pharmacies
• Clarify patient’s experience journey based on model design

Task 1: Onboard stakeholders, set criteria for pharmacy participation

Task 2: Develop a brief and issue a request for participation

Task 3: Pharmacy engagement, review, and negotiation

Task 4: Award contracts and sign MOU/SLA with pharmacies



Task 3: Pharmacy engagement, review, and negotiation
Objective: 

Engage with pharmacies that have shown interest and negotiate the terms and conditions of the contract.

This task requires:

• Ministry of health to engage and onboard target pharmacies
• Review participating pharmacies against set criteria
• Conduct due diligence to ensure pharmacies are licensed and registered with the Pharmacy Society
• Define and agree on the roles and responsibilities of all players
• Negotiate with parties and align to objectives and key performance indicators of the contract
• Negotiate and conclude remuneration structure for services rendered
• Agree upon Monitoring and Evaluation (M&E) and Governance procedures 

Task 4: Award contracts and sign MOU/SLA with 
pharmacies

Objective: 

Award contracts to target pharmacies who have qualified and agreed to terms and conditions. 

This task requires:

• Concluding a contractual agreement between the pharmacies, implementing partners, ministry of health, 
healthcare facilities and any other participating stakeholder

• Developing a Memorandum of Understanding (MOU) and/or a Service Level Agreement (SLA) between key 
participants

Summary of Process Step: Contract
This Process Step, Contract, has covered selecting and prioritising pharmacies as alternative outsourced 
partners for distributing medicines to patients. The following Process Step, Implement, is concerned with what 
is needed to operationalise the outsourcing model.



Process Step 4: 

Implement

In this section, you will learn: 
• The guidelines for the transition of medicine dispensing to pharmacies
• How to set up monitoring and evaluation procedures and tools
• About the guides, tools, and procedures to manage and operationalise the model

The outcome and benefits of utilising the tools in Implement will enable proper implementation through robust 
guidelines, monitoring and evaluation tools and procedures for managing performance, and the handing over 
of roles and onboarding of patients into the retail pharmacy model.

It is suggested that this section be read in consultation with Policy, People and Technology.



Implementing the retail pharmacy model for the distribution of medicine to patients has three tasks:

Task 1: Create pharmacy channel implementation 
guidelines
Objective: 

Complete a list of implementation guides and procedures to ensure smooth operationalising of the retail 
pharmacy model.

There are eight priority tools and documents to support and manage two primary stakeholder groups: patients 
and retail pharmacies.

The priority tools and documents for patients are listed and described 
below:

Patient qualification criteria

• Facility assessment form for patients to move to retail pharmacy model
• Retail pharmacy model or channel enrolment form for patients to complete
• Agree on patient qualification criteria with stakeholders (stable viral loads, no co-morbidities etc.)

Patient disqualification criteria

• Return to facility forms for patients to return to health facility from the retail pharmacy model
• Define symptoms and behaviour that dictate a patient’s return to a facility for care, i.e., missed appointments, 

falling pregnant, becoming unstable, presenting warning signs such as cough, high fever, diarrhoea, 
vomiting.

Patient annual visit scheme

• The ministry of health to agree on an annual visit scheme to the facility for viral load tests and clinical 
consultation, typically once or twice per year.

The priority tools and documents for retail pharmacies are listed and 
described below:

Pharmacy qualification criteria

• Pharmacy audit and classification forms.
• Determined by size, number of staff, storage capacity, collection capability, electronic system available.

Task 1: Create pharmacy channel implementation guidelines

Task 2: Set up monitoring and evaluation procedures and tools

Task 3: Transition, onboarding, and performance management



Pharmacy sign-up and documentation

• This will be as per standard MOU defined by the ministry of health.
• Pharmacy training curriculum 
• To be defined by each country and depends on the model to be followed.

Ordering and delivery of stock

• Forms for stock management: support supervision forms; ordering and delivery forms; stock-keeping 
forms.

• Preferably built into the electronic data collection system to generate as per defined stock buffer levels.

Pharmacist role

• The country model will determine the level of interaction and training decided on.

Task 2: Set up monitoring and evaluation procedures and 
tools

Objective: 

To establish systems to track the performance of the retail pharmacy operating model and ensure key 
performance indicators are being met. 

This task requires:   

• Establishing clear performance indicators and methods of measurement.
• Building standardised electronic data collection tools integrated with the ministry of health.
• Monitoring performance.

This includes:

• Monitoring elements such as stock audits, patient receipt verification, patient exit interviews, attendance 
percentage, and patient referrals back to the facility.

• Ministry of health supervision visits supported by an auditing firm.
• Systems integrate with in-country Electronic Health Records and capture all elements against key 

performance indicators and in real-time.
• A web-based system that has an offline capability to operate without internet.

Monitoring and evaluation tools

Health Management Information System (HMIS) tools

• Retail pharmacy model enrolment register
• Retail pharmacy model attendance and appointment register
• CPR eligibility assessment form
• Referral form (triplicate)
• Patient held card
• Requisition and issue voucher
• Medicine dispensing log
• Bin card and stores ledger



Monitoring and Evaluation (M&E) procedures

• Complete facility eligibility assessment form
• Conduct patient satisfaction surveys for the retail pharmacy dispensing services
• Register eligible patients in retail pharmacy model register
• Fill appointment register for all patients attending a facility
• Same data flow as at healthcare facility
• Supervision to be done by the ministry of health regional/district staff
• May require an additional scope of work for the region/district staff
• Implementing Partners can also support this effort from a programming perspective

Benefits for data capturing and reporting

• Provides improved visibility at the retail pharmacy facility
• Builds a platform to migrate and be integrated into the ministry of health HMIS for real-time reporting 
• Supports the implementation of an electronic data collection and transmission system – from the retail 

pharmacy into a central integrated system

Task 3: Transition, onboarding, and performance 
management
The final task is to hand over and operationalise the retail pharmacy model with key stakeholders.

Objective:

To effectively hand over and operationalise the retail pharmacy model. 

This task requires:

1) Transition defined roles for health facilities, pharmacy, the district health office/ministry of health, and   
              lmplementing partners
2) Onboard and train staff at pharmacies and health facilities
3) Onboard and enrol patients into the retail pharmacy model – effectively communicate the new 
              dispensing service availability (model dependant). Patients must opt-in for this service
4) Governance procedures (steering committees, weekly meetings, agendas) and performance 
              management (Key performance indicators tracking) is initiated 
5) Continuous improvements to be made

It is recommended that the retail pharmacy model be implemented in a structured, phased approach. It is also 
recommended that an initial pilot test the proposed model and identify and address issues in the model before 
national rollout commences.

Summary of Process Step: Implement
In this Process Step, Implement, you have learned the guidelines for the transition of medicine dispensing to 
pharmacies, setting up monitoring and evaluation procedures and tools, and the guides, tools, and procedures 
to manage and operationalise the model.

The focus of the Outsourcing Toolkit for Pharmacies will now shift to the cross-cutting Enabler Tools, which 
support the Process Steps. 



Enabler Tools for 
effective outsourcing 
to pharmacies

The Enabler Tools support the Process Steps to allow for a smoother, quicker transition to successful outsourcing. 
You can find out more about each of these Enabler Tools here.

     Policy
The purpose of Policy is to offer guidelines and approaches to policy that create an enabling environment for 
outsourcing. It is crucial to ensure that Government Policy caters for outsourcing and establishing meaningful 
public-private partnerships. 

Policy references and assesses national policy, legislation and regulatory frameworks that relate to public 
procurement and public-private partnerships in health. It focuses on understanding the local policy and 
regulatory environment, the guidelines, standards, and regulations for private sector (non-governmental) 
actors, and how these work in practice, such as influencing (positively or negatively) outsourcing along the 
supply chain. This assists the user to make effective outsourcing decisions.

Stakeholder identification and engagement is another crucial component of Policy. With this tool, the user can 
align stakeholders to country policy documents, standards, guidelines, and regulations. Country policy practices 
that can be referenced as good practices in support of outsourcing are also identified. This tool further covers 
engaging the private sector to communicate policy documents for optimised public-private partnerships.

     Advocacy and Governance
The advocacy process is the start of the outsourcing journey, along with examining policy.

Advocacy and Governance aim to develop buy-in to and support the outsourcing process from a range of key 
stakeholders. 

This can be done by developing an Advocacy Process which includes: 
• The establishment of commitment from stakeholders early in the outsourcing process. 
• The set-up of project management and organisation structures such as steering committees and technical 

working groups. 
• Methods of engagement, platforms for communication, and reporting and evaluation tools throughout the 

outsourcing process.

Advocacy and Governance require developing a thorough understanding of the roles performed and benefits 
brought by each stakeholder to the project. 
• This can be accomplished by drawing up and analysing a list of relevant stakeholders from both public and 

private sectors and identifying which stakeholders to engage based on known benefits and roles. 



     People
The purpose of People is to understand the core competencies required by staff in the different stakeholders 
and whether expertise from outside the organisation should be leveraged to provide capacity building services. 

People further assists the management of organisational change once an outsourcing decision is made. 

People requires insight into what are considered core or non-core activities and the role of the participating 
stakeholders. 

When defining scopes of work for the different stakeholders, People will identify required skills, capabilities, 
and capacities.

     Technology
• The purpose of Technology is to determine and design the required systems and technologies that can be 

used to gather, process and report information regarding the outsourced process
• Technology requires a sound understanding of current reporting processes, data flows, and performance 

level of management information systems to support outsourced distribution through pharmacies. 
• Systems and technology for managing outsourced distribution to pharmacies should include the following:
 •  Systems for tracking and monitoring patients 
 •  Data management, reporting and dissemination 
 •  Geographic information system to locate and register participating retail pharmacies 
 •  Dashboards for monitoring progress
 •  Offline capability to ensure data capture is possible where internet connection is unavailable



This specialised outsourcing toolkit will help with outsourcing logistics functions for 
laboratory services. 

In this toolkit, you will learn:
• How this toolkit can support outsourcing laboratory services
• Supply chain considerations for outsourcing laboratory services
• Laboratory practices and operating models that inform outsourcing
• Process Steps for outsourcing laboratory services
• Enabler Tools to support outsourcing laboratory services

Who is this toolkit for?

The toolkit for outsourcing laboratory services is a resource for ministries of health or central laboratory 
departments considering outsourcing as an option for improved laboratory services. It is a repository of tools 
(such as models, guides, practices, and processes) to assist in decision-making and implementing outsourcing 
specific logistics functions for laboratory services. It does not seek to provide tools for sample testing within 
laboratories themselves. The toolkit is informed by supply chain case studies in Mozambique, Nigeria and 
Uganda.

The toolkit is designed for use by government departments and partners, for example: 

• Ministry of Health senior management
• Ministry of Health chief of disease programmes
• Biomedical Laboratory Associations
• Central medical stores senior management
• National reference laboratories senior management
• Head of Logistics Agency 
• Donors and Implementing Partners

Specialised Toolkit

The toolkit for 
outsourcing 
laboratory services



Why develop a toolkit for retail pharmacy distribution? 

The toolkit focuses on the outsourcing of specific logistics functions along the laboratory services supply chain. 
The toolkit is a guide and reference document that supports users considering outsourcing specific activities 
and functions along the laboratory services supply chain. It provides steps, processes, practices, and tools to 
support ministries of health and other affiliated organisations as an easy-to-access and credible set of material. 
The toolkit identifies existing operating models and good practice case studies that can positively impact 
laboratory service provision to improve public health outcomes.

Considerations for this toolkit for outsourcing laboratory services

This toolkit adopts a diagnostic network optimisation approach to inform strategic outsourcing across functions 
of laboratory services. The Diagnostic Network Optimisation approach is the lens through which the laboratory 
equipment rental model and the hub and spoke model for the specimen referral network have been identified 
as potential areas for outsourcing. These are two examples of models; they are not exclusive. The toolkit 
presents case studies of varying degrees of outsourced specimen transportation from across Africa.

This toolkit will guide you through

Supply chain considerations for laboratories

The toolkit for effective outsourcing laboratory services

Outsourcing Process Steps for outsourcing laboratory services

The Enabler Tools for outsourcing laboratory services



Introduction to the 
laboratories in the 
public healthcare 
system

In this section, you will learn:
• The role of laboratories in the public healthcare system 
• About the organisational structure of laboratory services
• The flow of laboratory commodities
• The four commodity categories for laboratory services
• Role of outsourcing partners in laboratory services

The central role of laboratories on Public Healthcare 
Systems1,2

Laboratories form an essential part of a country’s public healthcare system by providing timely and reliable 
test results. They perform core activities including disease prevention and control, screening and surveillance, 
clinical diagnosis, treatment management and emergency response efforts. 

Laboratories can be grouped into two broad categories:

• Public health laboratories provide results primarily for disease control and prevention managed by 
national departments of public health. They further offer specialised equipment or diagnostic techniques 
for some infectious diseases.

• Clinical (or medical) laboratories focus exclusively on providing clinical services to the individual patient 
for infectious or non-infectious diseases. They are either publicly or privately run.

Both laboratory categories follow similar principles to achieve the safety and quality of reported results. They 
can also both provide support for clinical research.

 

1Sources: World Health Organization (WHO). http://www.emro.who.int/health-topics/public-health-laboratories/index.html. 

2USAID Deliver Project. Task Order 1. June 2009. Laboratory Logistics Handbook: A Guide to Designing and Managing Laboratory 
Logistics Systems. 



The organisational structure of laboratory services3

Laboratories play a central role in national disease surveillance through a three-tier organisational structure. 
Laboratories perform their core activities across three administrative levels:

1. Central or national reference laboratories provide all laboratory services possible, including the broadest 
range of tests available. These serve as sites to which lower-level facilities may refer samples.

2. Intermediate laboratories, usually located in district or regional hospitals, provide fewer complex services. 
They serve as links between peripheral and central laboratories and assist in the diagnosis and treatment 
of patients.

3. Peripheral laboratories, usually located at health centres and small delivery sites, act as the patients’ 
first point of contact. They provide basic testing services for common diseases and conditions. Sometimes, 
peripheral laboratories just collect samples and refer them to higher-level laboratories.

Typically, higher-level laboratory facilities provide supervision, quality control, and technical support to lower-
level facilities.

This illustration of the flow of laboratory commodities indicates the potential for outsourcing specific laboratory 
services.

To optimise the national diagnostic network, specific interventions for outsourcing will be identified for the 
national strategy. Examples of interventions include all-inclusive pricing schemes, transport services such as 
third-party logistics.

3Source: Interviews for the Toolkit for Outsourcing Laboratories, November 2020.
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Characteristics of laboratory commodities4

Laboratory commodities are classified into four categories: 

1. Reagents: chemicals and biological agents. It is essential to ensure the required combination of reagents 
for each diagnostic process is always available at all laboratory levels.

2. Consumables: items used once to perform a test and not reused.
3. Durables: items that can be used for multiple tests.
4. Equipment: semi-automated or automated machines and instruments used in testing.

Each commodity category has different supply chain considerations, for example:

• Volume requirements (between 300 to 3,500 required products, depending on the level of laboratory and 
testing services)

• Preparations (some are packaged in bulk) 
• Shelf life (some less than three months)

Supply chain considerations

The management of laboratory commodities broadly takes place along four key functional areas:

1. Forecasting and supply planning: considering data on past consumption, varying sources for commodities, 
matching test kits to available equipment – standardisation for selected equipment is critical to managing 
requirements for budgeting, training, and national standard laboratory procedures.

2. Procurement and strategic sourcing: considering a vast range of products with unique storage 
requirements, shelf life, standardisation and packaging, strategic procurement of selected equipment, 
managing varying commodity prices.

3. Storage and inventory management: considering the number of commodities to manage, storage 
requirements including cold chain, specialised training of staff, integrated versus parallel disease 
programmes.

4. Laboratory testing, sample distribution and clinical diagnosis: considering the return of test results 
for accurate diagnosis, including the reliability of sample transportation, and managing the expectation of 
patients, clinicians, laboratory staff, epidemiologists.

The four commodity categories for laboratory services each have unique supply chain considerations. Quality 
monitoring according to national and international quality standards remains a critical activity across all four 
functional areas described above.

4Source: USAID Deliver Project. Task Order 1. June 2009. Laboratory Logistics Handbook: A Guide to Designing and Managing 
Laboratory Logistics Systems. Available: https://www.psmtoolbox.org/en/tool/capacity-building/hiv-aids/diagnostics/laboratory-
logistics-handbook-a-guide-to-designing-and-managing-laboratory-logistics-systems/



Role of outsourced partners in laboratory services5 

Expertise from outsourced partners can reduce complexity and add value in key functional areas towards 
optimisation. Outsourcing along the laboratory supply chain can bring the following value-adds:

• Outsourcing presents an opportunity for national governments or central laboratory departments to 
leverage external expertise, resources, and quality systems.

• Gaining access to specialised skills and expertise (staff, information technology, networks etc.).
• Allowing governments to focus on core competencies along the laboratory services supply chain.
• Promoting operational efficiency through the redesign of specimen referral networks and information 

systems.
• Gaining access to capital investment and innovation.

Outsourcing can assist in optimising selected functions along the laboratory supply chain and improving the 
delivery of laboratory services, thus facilitating strides towards achieving an optimised diagnostic network (the 
objective).

Chains. Available: https://toolkits.knowledgesuccess.org/toolkits/fp-logistics/private-sector-engagement-guidance-document-
supply-chains-modern-context

5Sources: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020. United Nations Commission on Life-
Saving Commodities for Women and Children, Technical Reference Team on Supply and Local Markets. December 2015. Private 
Sector Engagement: A Guidance Document for Public Health Supply
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Diagnostic network optimisation for laboratory services6

A diagnostic network optimisation approach focuses on developing a baseline understanding of the testing 
network, including capacity and equipment utilisation, and exploring more efficient options. A diagnostic 
network optimisation approach is the entry point to inform outsourcing decision-making and implementation 

A diagnostic network optimisation approach achieves:

1. Laboratory network optimisation: fully engaged stakeholders and proactive data collection and 
visualisation allow countries to optimise the network.

2. Forecasting and supply planning: institutionalising collaboration among stakeholders and data best 
practices for future planning.

3. Procurement and strategic sourcing: reduce procurement risks and increase pricing transparency, 
leading to cost savings and improved quality of services.

4. Performance management: establishing performance indicators promotes standardisation, improved 
information sharing among stakeholders and better functioning equipment.

 

6Source: USAID Global Health Supply Chain Program-Procurement and Supply Management (GHSC-PSM); Williams J, Edgil 
D, Wattleworth M, Ndongmo C, Kuritsky J. The network approach to laboratory procurement and supply chain management: 
Addressing the system issues to enhance HIV viral load scale-up. Afr J Lab Med. 2020;9(1), a1022. https://doi. org/10.4102/ajlm.
v9i1.1022.



Models7

The Diagnostic Network Optimisation provides the foundation for an equipment rental model and a functional 
sample referral network. Importantly, the ministry of health choice of model is informed by the outcomes of 
the Diagnostic Network Optimisation approach.

Laboratory equipment rental model (all-inclusive)8

The laboratory equipment rental model is also known as the reagent rental model. The laboratory equipment 
rental model of procurement means the ministry of health rents equipment with an all-inclusive per test cost 
structure. This means a single price per test is paid that includes reagents, controls, equipment, and servicing, 
usually linked to planned volumes over a defined period.

The laboratory equipment rental model offers an all-inclusive per test cost structure spread across all instruments 
of the same brand within the laboratory network and made available to all stakeholders in the network. Thus, 
the model permits the leasing of specialised laboratory equipment by ministries of health through longer-term 
rental agreements or ‘placement contracts’. Equipment is placed at a central laboratory/s for use. It was piloted 
in the early 2000s as an alternative to purchasing equipment outright for highly specialised testing, such as viral 
load testing, and remains popular.

The benefits include:

• All necessary supplies, tests, machinery, training, and maintenance are accessed through one source 
(manufacturer).

• A lower predictable price per test.
• Incentivises maximum equipment use.
• Reduces the risk of equipment maintenance and servicing being de-prioritised.
• Greater coordination and sharing of risk between buyers and suppliers.
• Inclusive of consumables, service, maintenance, and (in some cases) vendor managed inventory.
• Placement of equipment in testing laboratories.
• Data solutions for patient result transmission, instrument, or user performance – informing the Viral Load 

Dashboard.
• Network staff training and consistency.
• More accurate budgeting and procurement monitoring.

The challenges and risks are: 

• Rental agreements may include high volume conditionalities.
• Local distributors must adhere to pricing arrangements.
• Equipment must be returned in good condition at the termination of the agreement.
• May create a dependence on a single source of supply.

There are notable differences in price, performance, and risk between traditional and rental models, as outlined 
below. The equipment rental model offers more predictable cost forecasting for ministries of health’s and 
diverts procurement risk to suppliers.

7Sources: USAID PSM-GHSC. Laboratory Network Optimisation and All-Inclusive Reagent Rental Strategies https://slmta.org/
uploads/category_file/69/5.6%20Expert%20Panel%20%233%20-%20The%20Solution%20by%20Clement%20Ndongmo.pptx.pdf
Kiyaga C, Sendagire H, Joseph E, McConnell I, Grosz J, et al. 2013. Uganda’s New National Laboratory Sample Transport System: A 
Successful Model for Improving Access to Diagnostic Services for Early Infant HIV Diagnosis and Other Programs. 
 
8Source: USAID Global Health Supply Chain Program-Procurement and Supply Management (GHSC-PSM)



Hub and spoke model for the specimen referral 
network9

 

9Source: Interviews for the Toolkit for Outsourcing Laboratories Services, November 2020; Kiyaga C, Sendagire H, Joseph E, 
McConnell I, Grosz J, et al. 2013. Uganda’s New National Laboratory Sample Transport System: A Successful Model for Improving 
Access to Diagnostic Services for Early Infant HIV Diagnosis and Other Programs.
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Non-standardised, parallel specimen transportation systems with long turnaround times remain a challenge to 
achieving optimised laboratory networks. Through Diagnostic Network Optimisation, the hub and spoke model 
forms a more reliable and optimised specimen referral network. Specimens are collected from peripheral 
laboratories (‘spokes’) and transported to a central coordination and processing facility (the ‘hub’). Hubs are 
strategically located with geographic catchment areas and perform a variety of functions.

Within the Diagnostic Network Optimisation lens, the hub and spoke model seeks to consolidate specimen 
referral networks into more optimised, reliable, and functional centralised ‘hub’ designs for improved 
transportation and diagnostic outcomes

Hubs act as the coordination centre of a sub-district network: tracking, receiving, storing, and performing 
analysis of referred specimens from peripheral laboratories within catchment areas of a 40- to 50-kilometre 
radius. They make specimen referrals to higher-level facilities if required.

Hubs must meet minimum requirements, including sufficient laboratory equipment, functional logistics and 
supply chain management systems, enhanced laboratory personnel, improved biosafety, biosecurity, and 
quality assurance systems. Often, these requirements are sourced from third-party logistics vendors providing 
requisite experience, equipment, and human resources to collect and deliver samples.

Through the Diagnostic Network Optimisation approach, Nigeria and Uganda have designed and implemented 
hub and spoke models: the National Integrated Specimen Referral Network (NISRN) and the National Sample 
and Results Transport Network (NSRTN), respectively. Both have slightly different applications to outsourcing.

 The benefits include:

• A functional network approach to vast geographies.
• Cuts across all sample types – not disease programme-specific.
• Optimises use of available personnel and installed equipment capacity.
• Reduces turnaround times which improves the quality of diagnostic services.
• Reduces long-term costs associated with specimen transportation.

The challenges and risks are: 

• Challenges in scale-up of pilot projects.
• Some hubs operate at optimal levels versus others running sub-optimally.
• The network requires efficient systems for communication, coordination, and data or information 

management.



The toolkit for 
outsourcing laboratory 
services

In this section, you will learn: 
• What the outsourcing toolkit framework for laboratory services looks like 

The toolkit is hosted in a framework of sequential Process Steps and Enabler Tools. The process steps assist 
decision-making and implementation of outsourcing, while the enablers facilitate along the journey.

10Source: Lighthouse Team Analysis 2020.

The retail pharmacy outsourcing toolkit framework10

These are sequential along the outsourcing journey: 

Process Steps

Enabler Tools
These support the delivery of the Process Steps: 

Process
Steps

Enabler
Tools

1. Assess 3. Contract

C. People

2. Evaluate 4. Implement

A. Policy

B. Advocacy and Governance

D. Technology

Understand relevant policies, regulations, 
standards, and procedures concerning 
laboratory services.

Implement practices and tools that enhance 
senior management buy-in to outsourcing and 
build an enabling environment.

Build human resources and capacities to perform 
technical laboratory functions concerning the 
outsourced arrangement.

Identify and utilise systems and technology to enhance 
technical logistics, reporting, analyses, and performance 
management.

Develop a baseline 
understanding of laboratory 
performance against 
optimisation to determine 
whether a functional 
outsourcing opportunity exists.

Review of outsourcing 
possibilities using 
benchmarking tools, 
financial and performance 
analysis to support 
decision-making.

Processes to select a suitable 
vendor, negotiate a win-win 
contract that considers 
functional complexity, and 
define the management 
oversight structures.

Successful transitioning of the 
organisation to an 
outsourced partner, 
implementing technical 
performance management 
and governance procedures.



Process Step 1: applied to Laboratory 
Services

Assess

In this section, you will learn: 
• The tasks and benefits of the laboratory network optimisation process 
• The three tasks to conduct a successful assessment of laboratory services for outsourcing opportunities 
• How to analyse key performance indicators for an optimised laboratory network

Assess is a critical Process Step to develop a sound view of existing network performance for the Diagnostic 
Network Optimisation approach.

The tasks and benefits of the laboratory network optimisation process11

Five tasks required in the laboratories network optimisation process 

• Initiate stakeholder engagement, data collection, and data validation procedure. 
• Baseline mapping of the laboratory network and referral system.
• Identification and alignment to national demand and targets, current testing capacity, and current utilisation 

rates.
• Development of scenarios based on the current state and future state.
• Analysis of laboratory instruments to determine if placed “appropriately” to meet current and future needs.

Five benefits for conducting a laboratory network optimisation process 

1.   Builds alignment of stakeholders around the current laboratory network and approach.
2.   Identifies current and future needs for laboratory testing.
3.   Creates virtual piloting opportunities for various network scenarios.
4.   Assists in efficiently balancing workloads across testing laboratories. 
5.   Building a more cost-efficient laboratory testing network: higher utilisation rates and lower operational 
      costs.

11Source: USAID Global Health Supply Chain Program-Procurement and Supply Management (GHSC-PSM)
12Source: USAID Global Health Supply Chain Program-Procurement and Supply Management (GHSC-PSM)



There are three tasks to conduct a successful assessment of laboratory services for outsourcing opportunities:

Task 1: Develop a baseline understanding of the testing 
network using Diagnostic Network Optimisation12 

 
Mapping is critical to determine a dynamic and data-driven view of the laboratory network. The task requires 
baseline mapping of:

1.    The laboratory network and systems 
2.    Identification of functional instruments current utilisation rates
3.    Patient demand
 

Outcomes of the task

• Provides demographic, diagnostic capacity and geospatial data of the existing laboratory testing network.
• Develops a dynamic and data-driven understanding of the functionality of the national laboratory network 

and supportive systems, including commodity distribution. This informs efficient and effective program 
growth and instrument expansion diagnosis.

DATA DRIVEN 
PROCUREMENT

DECISIONS

LAB  NETWORK
OPTIMIZATION

DEMOGRAPHIC 
DATA

DIAGNOSTIC
CAPACITY

DATA

GEOSPATIAL
DATA

Task 1: Develop a baseline understanding of the testing network using Diagnostic Network Optimisation

Task 2: Analysis of key performance indicators for an optimised laboratory network

Task 3: Consolidate Diagnostic Network Optimisation data into an assessment report and disseminate 
it among stakeholders



Laboratory 
network 

optimisation and 
data-driven 

procurement 
decisions

Demographic

Geospatial

Diagnostic 
capacity

With assessment results, countries are able to pursue the ‘network approach’ for optimisation.

The ‘network approach’ is an analytical approach to informing policy and efficient instrument expansion (when 
needed). The laboratory network’s design directly impacts the functionality of procurement and supply chain 
management. The ‘network approach’ includes the following steps:

1. Mapping: Geolocation of laboratories and facilities
2. Optimisation: Appropriate site selection and placement
              •   Utilisation rates 
 •   Equipment throughput
3. Design the sample referral network 
 •   Planning for future programme growth and scale-up
4. Integration of HIV and tuberculosis services

Examples of mapping an existing ‘network’ to model and optimise systems

Designing the ‘network approach’ for laboratory services in Rwanda and Nigeria

CD4 equipment footprint reduction, Rwanda CD4 equipment footprint reduction, Rwanda



Task 2: Analysis of key performance indicators for an 
optimised laboratory network13

This task is about how to measure performance within the laboratory network against key metrics.
The development and analysis of key performance indicators take place within four key functional areas:

1. Forecasting and supply planning

Data on past consumption for varying sources for reagents, consumables, durables, equipment, and matching 
test kits.

Key performance indicators considerations and examples
• Forecast accuracy against past consumption patterns 
• Product selection set against standard testing protocols, cost, training of personnel, appropriate 

infrastructure for storage 

2. Procurement and strategic sourcing

Sourcing a wide range of products with unique storage requirements, shelf life, standardisation, and packaging. 
Strategic procurement of selected equipment, managing varying commodity prices.

Key performance indicators considerations and examples
• Cost and available financing
• Procurement mechanisms and source of suppliers
• Match (or conflict) to existing equipment
• A trade-off between open and closed systems for test instrumentation

3. Storage and inventory management

The management of commodities for storage requirements including cold chain, specialised training of staff, 
integrated versus parallel disease programmes.

Key performance indicators considerations and examples
• Order fill rate and concurrent ordering
• Stockout rate (particularly of reagents)
• Stock accuracy and stock adjustments (expiry, damage, theft)
• Standardisation of ordering process and procedures
• Cold chain storage facilities

4. Laboratory testing, sample distribution and clinical diagnosis

The return of test results for an accurate diagnosis – this includes the reliability of sample transportation. 
Managing the expectation of patients, clinicians, laboratory staff, epidemiologists.

Key performance indicators considerations and examples
• Communication and reporting rates between laboratory staff and clinicians
• Turnaround time
• Triple packaging quality; Cold chain management
• Percentage of spoiled or rejected samples (biosafety and biosecurity)
• Results accuracy

13Source: USAID Deliver Project. Task Order 1. June 2009. Laboratory Logistics Handbook: A Guide to Designing and Managing 
Laboratory Logistics Systems. Available: https://www.psmtoolbox.org/en/tool/capacity-building/hiv-aids/diagnostics/laboratory-
logistics-handbook-a-guide-to-designing-and-managing-laboratory-logistics-systems/



Task 3: Consolidate Diagnostic Network Optimisation 
data into an assessment report and disseminate it 
among stakeholders14

Heat mapping is an effective tool to consolidate functional network performances. 

Example’ heat map’ of a laboratory services network

14Source: Lighthouse Strategic Leadership (LSL) Team Analysis 2020
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Pilot sites:

Nasarawa State
Population 2,202,906 
HIV prevalence: 7.5%
tuberculosis CNR: 

Niger State
Population 4,670,286 
HIV prevalence: 4.0%
tuberculosis CNR: 

>8.0% 

6.1-8.0% 

4.1-6.0% 

2.1-4.0% 

1.0-2.0% 

Pilot study in Nasarawa and Niger 
states15

Case study: Nigeria

In early 2014, Nigeria faced increasing challenges of rising HIV/tuberculosis co-infection cases and sub-optimal 
use of centralised GeneXpert laboratories. Nigeria used Diagnostic Network Optimisation to define the national 
network and an outsourcing strategy for their HIV/tuberculosis sample referral.

Approach
A pilot hub and spoke network was designed to strengthen the accessibility to Xpert testing in Nigeria. This 
sought to increase the number of people living with HIV tested for tuberculosis with Xpert, thus increasing 
diagnosis and treatment management.

First, a GIS study was conducted to determine the national HIV prevalence, tuberculosis prevalence and thus 
the national HIV/tuberculosis co-infection. Pilot GeneXpert hub sites were located in Nasarawa and Niger 
States to receive samples from peripheral laboratory facilities. The GIS data informed the catchment areas: 
34km radius for the Nasarawa State hub and 130km radius for the Niger State hub.

15Source: USAID tuberculosis Care I, PEPFAR, KNCV. Strengthening Specimen Referral and Transport Networks in Resource-Limited 
Settings: A Nigerian Pilot to Improve Diagnosis. Available: https://www.researchgate.net/publication/303374174_Strengthening_
specimen_referral_and_transport_networks_in_resource_limited_settings_a_Nigerian_Pilot_to_improve_diagnosis_of_tuberculosis_
in_PLHIV



Outcomes
There was an increase in Xpert testing among people living with HIV from 418 tested (baseline) to 1,534 – the 
pilot demonstrated improved access to diagnosis of HIV/tuberculosis co-infection by geographic coverage.

Summary of Assess
The first Process Step, Assess, assists you to understand the status of your supply chain and assess what gaps 
or opportunities exist for outsourcing. It is necessary first to develop a baseline understanding of the testing 
network using Diagnostic Network Optimisation. Once this is completed, you can analyse key performance 
indicators for an optimised laboratory network. Finally, in Assess, you have learned how to consolidate 
Diagnostic Network Optimisation data into an assessment report and disseminate it among stakeholders. In 
the second Process Step, Evaluate, you will learn how to conduct an evaluation and vendor assessment.



Process Step 2: 

Evaluate

In this section, you will learn: 
• How to evaluate for optimised outsourcing
• Develop a request for proposal and vendor assessment matrix

The Diagnostic Network Optimisation informs the process for decision-making and conducting an evaluation 
for laboratory network outsourcing.

Decision-tree approach to evaluation
The models suggested are illustrative – there are many models that vary by country and Diagnostic Network 
Optimisation strategy.

1. Strategic 
objective for 
laboratory 
network 
optimisation

Diagnostic 
network 
assessment 
approach

Task 1: Inputs 
from 
Diagnostic 
Network 
Optimisation 
report (from 
Assess) 

Task 2: 
Questions for 
vendor 
capacity 
and/or 
capability

Task 3: 
Vendor 
assessment 
matrix   

Understanding 
the capacity 
and/or 
capabilities of 
available 
vendors; choice 
made to 
outsource or 
retain in-house 
for laboratory 
network 
optimisation

Model A

Model B

Model C

Hub and 
spoke model 
(example) 

Laboratory 
equipment 
rental model 
(example)

2. Relevant 
operating 
model and/or 
laboratory 
network design

3. Outsourcing 
evaluation 
process 
tasks

4. Outsourcing 
decision made 
for functional 
optimisation 



The three tasks to conduct an evaluation and vendor assessment are:

Task 1: Inputs from Diagnostic Network Optimisation 
report (from Process Step 1: Assess)
• Conduct laboratory network optimisation assessment through the foundational Diagnostic Network 

Optimisation approach (see the report from Assess).
• Established baseline understanding of laboratory network and systems; functional instruments and 

utilisation rates; patient demand.
• Consolidated findings from the ‘heat map’ review – assessment of laboratory network performance against 

key performance indicators for optimisation.
• Service gap(s) and functional area(s) identified for potential outsourcing towards optimisation.

Task 2: Questions about vendor capacity and capability
• Select an applicable operating model and sample referral network design to support the ‘network approach’ 

in the Diagnostic Network Optimisation.
• Understand whether capacity and capability exist in-country to perform the sub-optimal function identified 

through the Diagnostic Network Optimisation – do private sector partners or third-party logistics meet the 
base criteria?

• Pose key questions for outsourcing consideration – see below for examples of evaluation questions applied 
to the laboratory equipment rental model.

• Good practice reviews of optimal performances delivered by outsourcing elsewhere (other countries or 
districts) – collate reviews and benchmark.

• Consolidate the data from Task 1 and Task 2 to determine ‘what good looks like’.

Questions for evaluating testing equipment suppliers for creating a 
request for proposal16 

These are strategic questions for ministries of health to evaluate potential suppliers in the laboratory equipment 
rental model.

16Source: Lighthouse Strategic Leadership (LSL) Team Analysis 2020; Williams J, Edgil D, Wattleworth M, Ndongmo C, Kuritsky J. The 
network approach to laboratory procurement and supply chain management: Addressing the system issues to enhance HIV viral 
load scale-up. Afr J Lab Med. 2020;9(1), a1022. https://doi. org/10.4102/ajlm.v9i1.1022.

Task 1: Inputs from Diagnostic Network Optimisation report (from Process Step 1: Assess)

Task 2: Questions about vendor capacity and capability

Task 3: Request for proposal creation and vendor assessment matrix



Evaluation question Application to procurement and 
placement of equipment

1. Is the product on the nationally 
approved list, for example, 
national registration, national 
standardisation list?

Ensures proposed instruments are approved 
for use in-country to eliminate delivery delays.

3. If these instruments are for 
new locations, is there an 
instrument deployment plan for 
the proposed instrument?

Mitigates against aggregated capacity that 
exceeds testing demands.

5. What is the diagnostic burden 
at the proposed sites? 

Ensures that the contract drafted is 
appropriate in terms of capacity (large versus 
low volume), cost, and intended utilisation of 
the equipment.

7. Is there an expected service 
delivery expansion at the 
proposed sites (scale-up)?

The drafted contract must be appropriate in 
terms of capacity, cost, and intended 
utilisation to factor in the potential for 
scale-up.

9. Will the instrument require an 
extended warranty after its 
warranty expires?

Ensures the elimination of gaps in service 
coverage.

11. Is there a maintenance service 
agreement (MSA) in place for similar 
instruments you currently have on 
hand? If yes, is the MSA still valid 
and who is managing the 
agreement?

Assists in reducing MSA costs and promotes 
efforts to develop a national MSA strategy 
with a harmonised set of key performance 
indicators.

2. Is the request to replace 
existing or old instruments? If 
yes, is there an instrument 
replacement strategy?

Ensures improved contractual planning for 
larger instrument purchases to mitigate 
reagent expiries.

4. What is the current estimated 
diagnostic capacity for this 
instrument type in-country?

Ensures proposed instruments are approved 
for use in-country to eliminate delivery delays.

6. Is there suitable infrastructure 
at the proposed sites?

Plans for additional budgeting and 
arrangements into the contract based on 
infrastructure needs

8. Have the additional costs of 
reagents, staff training, and 
maintenance been considered?

Adding a new brand of instruments will 
require a new line of reagents, staff training, 
and new maintenance arrangements – 
ensures an understanding of these costs and 
who will cover them (supplier or client).

10. Is a local authorised 
manufacturer or distributor 
available to service the 
instrument?

Mitigates service delays. However, most 
African country governments will ensure the 
availability of local authorised distributors 
with replacement equipment and spare parts. 
This is important for sensitive procedures that 
require immediate equipment replacement.

12. Is an equipment inventory 
list available for similar 
instruments on hand? If so, was a 
national inventory conducted in 
the past 12 months with updated 
serial numbers and site 
locations?

Assists with planning for instrument 
placement and instrument use that can be 
built into the contract.



Task 3: Request for proposal creation and vendor 
assessment matrix
• Complete specification list of criteria and capabilities required to perform the operating model and/or 

laboratory network function (as needed)
• Develop an initial list of potential vendor candidates 
• Evaluate candidates using vendor assessment matrix, ensure alignment to Diagnostic Network Optimisation 

strategy and local procurement policy
• Request for proposal documentation process initiated 
• Develop Ministries of health senior management support to prepare the request for proposal – proceed 

to Contract. 

Vendor assessment matrix example for a laboratory equipment initiative17

A high-level vendor assessment matrix, aligned to the Diagnostic Network Optimisation strategy, determines 
the capacity and capability of potential vendors.

* ‘Analyser outages’ are malfunctions that diminish the efficiency, effectiveness or use of the equipment over time
** Run’ is defined as loading prepared samples into the selected instrument platform for analysis

17Source: Lighthouse Strategic Leadership (LSL) Team Analysis 2020; Williams J, Edgil D, Wattleworth M, Ndongmo C, Kuritsky J. The 
network approach to laboratory procurement and supply chain management: Addressing the system issues to enhance HIV viral 
load scale-up. Afr J Lab Med. 2020;9(1), a1022. https://doi. org/10.4102/ajlm.v9i1.1022.



The national sample and results 
transport network18

Case study: Uganda

The Uganda tuberculosis specimen referral network followed a Diagnostic Network Optimisation approach to 
inform potential outsourcing.

Context
In Uganda today, 900 peripheral laboratories refer specimens to one centralised laboratory in Kampala – the 
Uganda National Tuberculosis Reference Laboratory (NTRL). Specimens are transported to the NTRL for culture 
and drug-susceptibility testing through a combination of laboratory couriers and the national postal service – 
Posta Uganda.

Before 2008 there was no formal specimen referral system in Uganda. Only 50 of the 900 sites participated in 
the referral system with negative impacts for tuberculosis testing – in the entire 2008 calendar year, a total of 
only 655 specimens were sent to the NTRL.

Approach
In 2008, the Ugandan Ministry of Health and the NTRL in Kampala, following a Diagnostic Network Optimisation 
approach, partnered with Becton Dickinson and the US PEPFAR to develop a formalised route and safe system 
that reduces diagnostic delays and improves tuberculosis surveillance in Uganda. The evaluation process for 
the exercise followed these steps: 

1.     Diagnostic Network Optimisation approach to assessing laboratory network optimisation: using GIS 
        software, the performance level of each peripheral site to refer tuberculosis specimens to the NTRL was 
        assessed against district population densities. A new national specimen referral system was designed 
        using the hub and spoke model - Diagnostic Network Optimisation report disseminated.
2.     Inputs from Diagnostic Network Optimisation report for Strategic Vendor Questions: recommendations 
        from the United Nations Transport of Dangerous Goods were reviewed alongside key questions for 
        capability and capacity of in-country third-party logistics.
3.     Vendor Assessment Matrix: Assessment of third-party logistics led to the decision not to outsource to the 
         private sector but rather contract to an existing public sector organisation (Posta Uganda).

18Sources: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020; Joloba et al., April 2016. Strengthening 
the Tuberculosis Specimen Referral Network in Uganda: The Role of Public-Private Partnerships.
19Source: Interviews for Toolkit for Outsourcing Laboratory Services s, November 2020. Challenge tuberculosis. 2014. Specimen 
Transportation: A How-To Guide. Available: https://www.challengetb.org/publications/Challenge_tuberculosis_Specimen_
Transport_HowTo.pdf.



Outcomes
The Ugandan Ministry of Health redesigned its specimen referral network into the National Sample and Results 
Transport Network (NSRTN) and chose to retain the sample transport function in-house.
The following milestones were achieved:

• 93% of laboratory facilities (835/900) were mapped between 2008 and 2011
• 724 healthcare and postal staff members covering 72% of Uganda’s districts received specialised training
• The number of tuberculosis specimens received at the NTRL increased from 655 in 2008 to 5,813 in 2011 
• Transport times were reduced, and 94% of specimens reached the NTRL successfully by 2011

Request for proposal creation for evaluation: specimen packaging for 
sample transportation19 

The courier’s ability to comply with strict packaging specifications is a key component for evaluating sample 
vendors. Packaging specifications include:

1. The triple packaging system (figure 1) is used to pack samples of varying preparations (whole blood, 
sputum, dry blood etc.). for transportation. It prevents damage and cross-contamination of specimens.

2. Primary packaging: The leakproof primary receptacle is wrapped in cotton wool or paper towel to absorb 
the entire contents if the container leaks.

3. Secondary packaging: The cotton wrapped primary container is placed inside a secondary container, e.g., 
a sealed Ziplock bag.

4. Tertiary packaging: The secondary container is placed upright in a cool box container – it should be shock-
resistant and protect the contents from physical damage during the trip. This container should be labelled 
according to inter/national regulations for infectious materials.

5. For cold transportation conditions, cool packs are recommended for samples requiring between 2-8 
degrees celsius, while dry ice is best used for deep-frozen transportation at -80 degrees celsius. These must 
be placed outside the secondary packaging.

Note: Refer to other Standard Operating Procedures (SOPs) for sample transportation, available here.

Summary of Evaluate
The second Process Step, Evaluate, begins by understanding the inputs from the Diagnostic Network 
Optimisation report in Assess. In this Process Step, you have learnt what questions to ask for outsourcing 
consideration. Finally, you learnt how to develop a request for proposal. The third Process Step, Contract, will 
focus on the contracting process for outsourcing laboratory functions for network optimisation.

19Source: Interviews for Toolkit for Outsourcing Laboratory Services s, November 2020. Challenge tuberculosis. 2014. 
Specimen Transportation: A How-To Guide. Available: https://www.challengetb.org/publications/Challenge_tuberculosis_
Specimen_Transport_HowTo.pdf.



Process Step 3: 

Contract

In this section, you will learn: 
• The contracting process for outsourcing laboratory functions for network optimisation

Critical success factors for contracting20

Once the choice has been made to outsource a functional area for optimisation, drawing up a win-win contract 
is the next step.

Contract considerations for laboratory services

• Key performance indicators remain a critical success factor for contracting. However, they will be tailored 
to suit the complex nature of laboratory services and the varying commodities involved.

• This includes considering factors such as unique storage requirements (cold chain) and shelf lives of 
commodities, strict protocols for quality assurance, technical training requirements, equipment placement, 
collection frequency demands and turnaround time for samples, and accuracy and reliability of results.

• Similarly, contracting expertise requirements will differ slightly for laboratory services.
• Negotiation skills to consider the pertinent factors for each laboratory commodity and build them into key 

performance indicators for a win-win contract are essential.
• The negotiation phase will require coordination and synergy among varying partners involved in the 

contracting process, including ministries of health, central laboratories, lower-level laboratories, donors 
providing technical or financial assistance (where relevant), and vendors.

20Source: Interviews for the Toolkit for Outsourcing Laboratory Services



Laboratory equipment rental model

• This non-traditional procurement model involves a rental contract between the central laboratory and a 
supplier that includes the servicing and maintenance of the leased instruments – these are considered 
outsourced functions of specialised testing services.

• However, the model requires considered negotiation towards competitive pricing and defined stakeholder 
expectations that culminate in a multi-year rental contract.

• Evaluate offers insight into evaluating vendors against strategic procurement and placement of equipment. 

The contracting process
Contracting adapted from lessons learnt in the private sector remains an applicable process to follow for 
laboratories. Successful contracting with suppliers requires a nine-step approach shown below and expanded 
on in the OSTK here. 

While the nine-step contracting process is universally applicable to suppliers in the public healthcare sector, 
tasks 3 to 7 are most applicable to laboratory services. There are some variations for laboratory contracting in 
the nine-step approach. For instance, relevant policy and guidelines specific to the complex laboratory services 
and commodities require a consultation before embarking on the contracting process. In addition, a review 
of the technical expertise needed along the contracting process for laboratories should be conducted. Finally, 
consider the level of the laboratory network at which the outsourcing is taking place – lower-level facilities may 
require more technical assistance for contracting than higher-level facilities.

1. Project initiation 
and charter formed 

4 weeks

2. Develop brief and 
onboard

4 weeks

3. Consolidate outcomes 
of high-level vendor 

evaluation
2-4 weeks

4. RFP preparation 
and issuance

4-6 weeks

5. Offer analysis and 
negotiation

6-8 weeks

6. Supplier selection and 
approval

3 weeks

7. Award and 
contract

5 weeks

8. Implementation 
initiation

4 weeks

9. Supplier relationship 
management

Ongoing

Find out more about the critical success factors for contracting in the OSTK



Request for proposal preparation and issuance21 

Procurement and strategic sourcing are unique contracting components applicable to laboratory service 
outsourcing. The outcome of the contracting process is to select an approved supplier against a set criterion 
before awarding the contract. The Diagnostic Network Optimisation approach utilises procurement and 
strategic sourcing to reduce procurement risks and increase pricing transparency, leading to cost savings and 
improved quality of laboratory services.

Main tasks and considerations for a request for proposal development: 

1.     Engaging in long-term agreements (LTAs) to establish terms and conditions with suppliers
2.     Utilising request for proposals to develop technical requirements for outsourcing equipment, supplies, 
        and services
3.     In the context of a global request for proposal development, it is vital to consider molecular reagents or 
        services based on the all-inclusive model

Success factors

• Recognising the shift from capital procurement to all-inclusive pricing models based on the optimised 
network approach

• Develop robust contracts that include well-defined service terms and expectations
• Include transparent pricing broken down by elements
• Define incoterms and volumes in collaboration with relevant stakeholders

Criteria for optimal procurement and strategic sourcing: 

1.    Increased cost savings and efficient use of funds; better value for money
2.    More informed budgeting for stakeholders and donors
3.    Better pricing and terms for procurement of laboratory supplies and services 
4.    Appropriate diversity of suppliers to reduce the impact of quality and supply risks
 

21Source: USAID Global Health Supply Chain Program-Procurement and Supply Management (GHSC-PSM)



Checklist for sample processing22 

Sample processing at the receiving laboratory is an important activity that plays a role in ensuring accurate 
management of the performance of the outsourced courier against the contract. When samples arrive at the 
laboratory, the steps to follow before testing are outlined below.

Summary of Process Step: Contract
This Process Step, Contract, has covered the contracting process for outsourcing laboratory functions for network 
optimisation. The following Process Step, Implement, is concerned with what is needed to operationalise the 
outsourcing model.

22Source: World Health Organization (WHO). Laboratory Quality Stepwise Implementation Tool. Available: https://extranet.who.int/
lqsi/

Activity

Verify the sample is labelled correctly – sample label and 
patient name on the test form must match.

Verify the sample is adequate in quantity – there must be 
sufficient quantity and adequate volume of preservative for 
the requested test.

Verify the sample is in good condition for the requested test 
– sample containers or tubes should not be broken or leaking, 
blood samples should not be haemolysed, samples should be 
in the correct sterile tubes or containers (using the correct 
preservative).

Record sample information into a register or log – the 
register should include date and time of collection, date and 
time the sample was received in the laboratory, sample type, 
patient name and demographics required, laboratory assigned 
identification, tests to be performed.

Decide whether the sample is rejected or not – if so, record 
the reason for rejection in the register or log.

In the case of sample rejection, enforce relevant laboratory 
procedures – this includes promptly informing the authorised 
person that the sample is unsuitable, requesting another 
sample to be collected, retaining the rejected sample pending 
a final decision for disposal.

Completed



Process Step 4: 

Implement

In this section, you will learn: 
• The three-step implementation process for outsourcing laboratory services
• Examples of key performance indicators
• How outsourcing laboratory services was implemented in Nigeria

Three-step implementation process
Implementing the outsourcing contract for laboratories follows a process with three steps for success. Read 
more about the three-step implementation process in the OSTK. 

Step 1: Transition planning 

(4-6 weeks)

Step 3: Governance procedures 
for managing supplier relationship

(Ongoing)

Step 2: Performance management 

(2-3 weeks)



Considerations for laboratories23 
When following the three-step implementation process, laboratories need to consider:

• Contractual obligations must be specified based on the technicality and complexity of the functional area/s 
of laboratory services that have been chosen to be outsourced.

• The need for a smooth transition through transition planning and expertise, alongside accurate performance 
management against key performance indicators and ongoing governance procedures, remains critical to 
ensuring the vendor is held to account and relationships between stakeholders are maintained.

The Riders for Health case study is an excellent example of how the implementation phase works for laboratories 

is outsourced sample transportation in the specimen referral network.

Example of key performance indicators and monitoring 
frequency for a sample transportation contract24

Performance management is underpinned by the key performance indicators and monitored through regular 
governance procedures.

Establishing a technical working group at either the regional or national level is an effective way to monitor 
the entire specimen referral system and the performance of outsourcing arrangements. The technical working 
group should comprise diverse stakeholders from ministries of health, central laboratories, various disease 
programmes, emergency outbreak response centres, donors, implementing partners, and third-party logistics 
(where relevant). Written terms of reference should govern it.

23Source: Lighthouse Strategic Leadership (LSL) Team Analysis 2020 and Interviews for the Toolkit for Outsourcing Laboratory 
Services, November 2020.

24Source: Global Laboratory Initiative (GLI) Guide to Specimen Referral Systems and Integrated Networks. Available: http://www.
stoptb.org/wg/gli/assets/documents/GLI_Guide_specimens_web_ready.pdf



Key performance indicator (key performance 
indicators) – illustrative 

• Number of specimens referred for testing
• Proportion of referred specimens for which a result    
     was returned
• Proportion of referred specimens for which a result 
     was received within the target turnaround time
• Proportion of specimens that the courier picked up     
     within the target turnaround time

Referring 
laboratory 
facility

Receiving 
referral 
laboratory 
facility

Outsourced 
courier or 
third-party 
logistics

Technical 
working 
group or 
ministries 
of health at 
the 
regional or 
national 
level 

Monthly

Monthly

Monthly

Bi-annually 
or annually 

• Number of referred specimens tested at the refer  
     ral laboratory
• Proportion of shipments that arrive at the referral   
     laboratory within the specified transport time
• Proportion of specimens that were rejected 
     because of factors related to inadequate or
     improper transport, packaging, or documentation  
     (disaggregated by referring site)

• Number of shipments and number of specimens 
     transported
• Proportion of shipments that are delivered within 
     the specified transport time (turnaround time)
• Proportion of shipments that were lost or 
     damaged (disaggregated by route or district)

• Number of specimen collection sites 
     participating in the specimen referral system
• Unit costs such as cost per specimen or result 
     transported by facility or per month
• Annual review of consolidated indicators for each 
     region and the country

Monitoring 
body

Monitoring 
frequency



Case study
Riders for Health illustrates the successful 
implementation of outsourced sample 
transportation in Nigeria through Diagnostic 
Network Optimisation.

Riders for Health, Nigeria25

Riders for Health illustrates the successful implementation of outsourced sample transportation in Nigeria 
through Diagnostic Network Optimisation.

Context
Nigeria is a large, populous country that has historically transported samples in-house by laboratory facility 
staff. This arrangement faced non-standardised, parallel referral systems challenges, which caused long 
turnaround times and a lack of visibility for the Nigerian Ministry of Health.

Riders for Health is a social enterprise company that offers services in sample transport using motorcycles, 
fleet management, and training to improve healthcare delivery across Africa.

Approach
Using a Diagnostic Network Optimisation approach, the National Integrated Specimen Referral Network (NISRN) 
sought to integrate the parallel referral systems and leverage expertise from third-party logistics providers for 
more efficient specimen transportation in Nigeria.

In 2015, as part of the NISRN, Riders for Health were contracted by USAID through Chemonics (as the fourth-
party logistics) to provide services for specimen transportation to the Nigerian Ministry of Health across 20 out 
of the 36 federal states.

25Source: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020; Faruna, T, Akintunde, E, and Odelola, B. 
January 2019. Leveraging private sector transportation/logistics services to improve the National Integrated Specimen Referral 
Network in Nigeria. Business Management Dynamics. 8: 7. https://www.ghsupplychain.org/sites/default/files/2019-05/bmd110662-
08-20.pdf



Outcomes
With a fleet of approximately 260 motorcycles, Riders for Health successfully demonstrated against the contract: 
• increased reach to peripheral laboratories, 
• short turnaround times (24 hours) for sample delivery, and 
• adherence to biosafety and biosecurity requirements.

This has allowed laboratory staff to perform diagnostic tasks instead of conducting specimen transportation 
(logistics tasks).

Regular governance meetings between the Nigerian Ministries of Health, Chemonics, and Riders for Health 
retained strong partnerships and continued advocacy for the NISRN or outsourced specimen transportation 
arrangements.

Over a comparable period of six months, a study by GHSC-PSM found:
• Before the contract with Riders for Health was implemented: 116,046 viral load samples were tested, 

and 1,700 facilities received testing services over six months.
• After the contract with Riders for Health was implemented: 277,535 viral load samples were tested 

(38% increase), and 3,114 facilities received testing services (83% increase) over six months.

Outsourcing to Riders for Health demonstrates a more optimised sample referral network and the expansion 
of laboratory services across Nigeria.

Summary of Process Step: Implement
In this Process Step, Implement, you have learned the three-step implementation process and considerations 
for laboratories. Examples of key performance indicators and monitoring frequency have been provided. 
Finally, you explored a case study of Riders for Health in Nigeria.

The toolkit’s focus for outsourcing laboratory services will now shift to the cross-cutting Enabler Tools, which 
support the Process Steps. 



Enabler Tools for 
outsourcing laboratory 
services

The Enabler Tools support the Process Steps to allow for a smoother, quicker transition to successful outsourcing. 
You can find out more about each of these Enabler Tools here. 

      Policy 26

The purpose of Policy is to offer guidelines to understand the policy, regulatory and legal environment that 
affects outsourcing. Given the complex and technical nature of laboratory services and the sensitivities of 
specimens, a thorough understanding of relevant policy guidelines, standards, and regulations is critical to 
guarantee high-quality laboratory functions that assist optimised diagnostics and disease surveillance.

The World Health Organisation (WHO) sets policies and guidelines for laboratories at the international level. 
After that, countries opt to adopt and adapt these policies to their national laboratory networks. This exercise is 
informed by the Diagnostic Network Optimisation, which varies in strategy, organisational structure, resources, 
stakeholders, and outsourcing implementation. Further, national policy standards are vital for central 
laboratories to receive ISO 15189 accreditation against international standards.

Application to Mozambique

In Mozambique, a National Laboratory Policy document is being drafted and awaiting approval by the Ministry 
of Health or Central Medical Store (CMAM). It sets clear responsibilities for quality assurance for laboratory 
facilities at different levels of its healthcare system.

From 2011-2015, Mozambique’s National Tuberculosis Reference Laboratory (NTRL) and seven other smaller 
laboratories embarked on a continuous journey for quality improvement towards international accreditation. 
This required institutional commitment, laboratory leadership, staff motivation and a comprehension policy 
plan with clear quality indicators. Accreditation was granted to the NTRL by the Portuguese Board in 2015.

Mozambique’s NTRL is now recognised for superior test reliability, operational performance, quality 
management and competence – if the NTRL chooses to outsource a laboratory function, this superior testing 
quality will have to be matched by the outsourced 

26Source: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020; Viegas SO, Azam K, Madeira C, et al. 
Mozambique’s journey toward accreditation of the National Tuberculosis Reference Laboratory. 2017;6(2), https://ajlmonline.org/
index.php/ajlm/article/view/491/814 
Source: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020.



      Advocacy and Governance27 

The advocacy process is the start of the outsourcing journey, along with examining policy. Advocacy and 
Governance develop buy-in to and support for the outsourcing process for laboratories from stakeholders. 
This can be done by: 

(i)     Establishing commitment from stakeholders early on
(ii)    Setting up project management and organisational structures such as steering committees and technical 
        working groups
(iii)   Ways of engagement, platforms for communication, and reporting mechanisms

The advocacy process requires a thorough understanding of each stakeholder’s roles and benefits each 
stakeholder brings to the laboratory outsourcing project and their timely engagement for critical buy-in to 
the project. Stakeholders may include ministries of health, central laboratories, relevant disease programmes, 
donors, implementing partners, and third-party logistics.

Application to Mozambique
In Mozambique, the Last Mile Supply Chain project was an outsourcing arrangement. VillageReach, acting as 
the fourth-party logistics, partnered with the Ministry of Health and Central Medical Store (CMAM) to outsource 
specimen transportation to Bolloré (third-party logistics) across two districts in Zambézia province from March 
to June 2019.

The project was a success – Bolloré has now expanded its specimen transportation services across five 
provinces in Mozambique. This success rested in the strategic advocacy and governance coordination of the 
project from the start: stakeholders from CMAM and the Zambézia health directorate were engaged early to 
seek their support. After that, a technical working group was established by VillageReach as the fourth-party 
logistics, with members including CMAM managers, Zambézia district health officers, VillageReach, Bolloré and 
donor partners offering financial or technical assistance. The technical working group met regularly to analyse 
the implementation of the project and make requisite adjustments. This advocacy and governance structure 
ensured transparent and strategic oversight of the Last Mile Supply Chain project in Mozambique that allowed 
project visibility for diverse stakeholders and assisted project success.



      People28 
The purpose of People is to understand the core competencies required by the laboratory workforce and 
whether external private sector expertise should be leveraged to provide capacity building services. It further 
assists the management of organisational change for outsourcing.

The laboratory workforce comprises several cadres, including laboratory managers, phlebotomists, technicians, 
scientists, pathologists, and laboratory support staff. They interface with a range of healthcare professionals, 
including clinicians, nurses, public health officers, managers, community workers.

Outsourced arrangements for laboratories need to consider the members of the laboratory workforce 
impacted so that the transition to outsourcing is smooth and laboratory service delivery is of a high quality. 
Similarly, outsourced partners might require training to handle fragile cargo with a high risk of contamination, 
particularly specimen transport.

Outsourcing specimen transportation allows core laboratory staff to concentrate on essential laboratory tasks. 
In contrast, selected laboratory staff can be trained on logistics operations to support the outsourcing transition 
and the third- or fourth-party logistics management arrangement.

Application to Uganda
In Uganda, the training of the laboratory workforce has been prioritised in the Uganda National Health 
Laboratory Services Policy II (2016-2020). This prioritisation stems from Uganda’s strategic decision to centralise 
laboratory services and retain most functions in-house instead of investing in capacity building for its laboratory 
workforce.

The Policy details multiple training programmes in the country for biosafety and biosecurity, biorisk management, 
procurement safety of supplies and equipment, and incident management responses for personnel and 
managers. A training master plan has been developed with standard curricula for thematic areas such as 
HIV testing, tuberculosis microscopy, Integrated Disease Surveillance and Response, quality assurance, and 
logistics management.

28Source: Central Public Health Laboratories of the Republic of Uganda. Available: http://cphl.go.ug/about-us/nhlds-units/human-
resource



      Technology29 

The purpose of Technology is to identify current systems and technologies for laboratory services outsourcing 
arrangements, usually found in the function of specimen transportation, and then choose whether to 
outsource the system or not. These systems support management functions regarding reporting, visibility, and 
routing to improve and strengthen laboratory operations. It prioritises technology platforms including (i) Route 
Optimisation and (ii) Electronic Management Information Systems (e-LMIS).

Technology demands a baseline understanding of current reporting processes and data flows through 
laboratory information systems to review optimised support for demand planning, forecasting, tracking and 
visibility (or gaps therein). With this information, the user can identify opportunities to outsource technologies 
or systems to the private sector to close performance gaps.

Application to Laboratory Information Systems

Laboratory Information Systems (LIMs) play a critical role to ensure the requirements for storage, transport, 
and handling of the specialised commodities that flow through the laboratory supply chain are upheld and 
reported. Equally, a robust LIM determines how results are reported from the reference laboratory conducting 
the test back to the clinician to begin the correct patient treatment programme.

Parallel information systems remain a considerable challenge for the laboratory supply chain. Often, the 
government-run laboratory LIM operations are not aligned to the information system used by the logistics 
company. Thus, sharing tracking data, testing rates, and performance analyses on sample quality becomes 
increasingly difficult.

Linking these different LIM systems requires effort from governments to understand core LIM competency, 
align stakeholders to the alignment plan (ministries of health, central laboratory, logistics company, donors), 
and transparently share information. Here, outsourcing of one centralised, neutral LIM could assist.

29Source: Interviews for the Toolkit for Outsourcing Laboratory Services, November 2020.
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(Zimbabwe) | Robert Kimbui, Johnson & Johnson, Senior Supply Chain Manager, SSA, Global Public Health 
| Rumbani Sidira, Ministry of Health: Malawi, Chief Biomedical Engineer, Health Technical Support Services 
(HTSS) department and Physical Assets Management (PAM) division | Rushid Settaala, Medical Access Uganda 
Limited (MAUL), Director of Programs | Ruth Bechtel, VillageReach, Country Director | Samira Low, DHL, 
Head: Aid & Relief SSA (DHL Global Forwarding) | Sandrine Gampini (Dr), OMS (Burkina Faso), EDM (Essential 
Drug and Medecines) Advisor | Shimelis Belaineh, The Global Fund, Specialist: Supply Chain | Sidi Coulibaly 
(Dr), GHSC-PSM, GHSC-PSM Deputy Country Director | Siliadin M. Koffi (Dr), UGP/FM, Head of Programmes 
and Health System Strengthening | Simplice Kandem, USAID, Senior Health Systems Strengthening Advisor |  
Sowedi Muyingo, MAUL, CEO at MAUL | Susan Meiring, SMeiring Consulting, Geo-Mapping Specialist | Suzan 
Nakawunde, USAID, Programme Management Specialist - Health Commodities | Tania Nyirongo, Imperial 
Logistics: Horizon Distributors Limited, Country Head (Zambia) | Teddy Manday, USAID, USAID Global Health 
Supply Chain (DRC) | Thandiwe Malambo, RightToCare, Clinical Coordinator - working with clinics and health 
facilities | Thobekile Nxumalo, ARC, Supply Chain Technical Manager | Thomas Brown, The World Bank, 
Senior Expert, Supply Chain - Global Financing Facility (GFF) | Tim Smith, DHL, Global Head of Aid & Relief (DHL 
Global Forwarding) | Titus Karanja, Cross-Donor Supply Chain Secretariat, Data Analyser | Trevor Hughes, 
LSL, Managing Director | Trunos Grison, Riders for Health, Sample Transport Specialist | Vincent Mate, 
RightToCare, Pharmacist - managing special unit in Zambia |



In addition we would like to acknowledge the contributions of a number 
of individuals.(continued).

Vinod Guptan, Surgipharm (Kenya), General Manager | Wendy van Eyck, Believ Content Agency, Director: 
Communications Specialist | William Kanweka, USAID Mission, Senior Health Advisor at USAID | Yoann-
Elwyn Sydney Gosso, ARC West Africa, Consultant | Youssoupha N’diaye (Dr), Ministry of Health: Senegal, 
Director of Planning, Research and Statistics | Zackariya Yabre (Dr), Ministry of Health: Burkina Faso, Director 
General Access to Health Products (DGAP) |



Acronyms

3PL  - Third-party logistics
4PL  - Fourth-party logistics
ARC  - Africa Resource Centre
CHAI  - The Clinton Health Access Initiative 
CHAZ  - Church Health Association of Zambia 
CMAM  - Central Medical Store / Central de Medicamentos e Artigos Médicos
DPS  - Provincial Health Directorate 
eLMIS  - Electronic Logistics Management Information Systems
EPI  - Expanded programme on immunisation 
FiT  - Freight in Time
GIS  - Geographic Information System
Global Fund  - The Global Fund to Fight Aids, Tuberculosis and Malaria
JMS  - Joint Medical Fund
JSI  - John Snow Incorporated 
KEMSA  - Kenya Medical Supplies Authority
KPI  - Key performance indicator
LMIS  - Logistics Management Information Systems
MFL  - Health Facility Master List 
MISAU  - The Ministry of Health [Ministério da Saúde] (Mozambique)
MSL  - Medical Stores Limited  (Zambia)
NMS  - National Medical Stores
NSCA  - National Supply Chain Assessment
OSTK  - Outsourcing Toolkit
OTIF  - On-Time In-Full
PELF  - The Strategic Plan for Pharmaceutical Logistics / Plano Estratégico de Logística Farmacêutica 
PEPFAR  - The President’s Emergency Plan For AIDS Relief
PPPH  - Public-Private Partnership in Health 
QA  - Quality Agreement
RACI  - Responsible, Accountable, Consulted, and Informed
RFI  - Request for Interest 
RFP  - Request for proposal
SCOR  - Supply Chain Operations Reference
SLA  - Service level agreement 
SMEs  - Small and medium enterprises 
SOW  - Scope of work 
SURE  - Securing Ugandans’ Right to Essential Medicines
SWOT  - Strengths, weaknesses, opportunities, and threats 
TRA  - Transition Readiness Assessment 
UNICEF  - United Nations Children’s Fund 
UPS  - United Parcel Service, Inc.
USAID  - United States Agency for International Development 
VAN  - Visibility and Analytics Network 
ZPPA  - Zambia Public Procurement Authority




