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ABSTRACT

This research was made to establish the factotsaffexted consistency in supply of pharmaceugicatiucts in
government hospitals in Kenya. In most cases, tvergment run hospitals have had inconsistencyjpply of
pharmaceutical and previous researchers have awtified the reasons culminating to such situati@gardless

of the huge amounts of budget allocations. Theystuas carried out in Maragua district hospital watsample
size of 100 individuals comprising of managementcprement department, nursing department and the
pharmacy department personnel. The researcherstrsdified random sampling. Structured questioreziwere
given out to the respondents to fill and the res®ar conducted unstructured interviews. Data cttbavas
analysed and it was clear that the procurementegsoand its management, legal requirements anahteols
used for enhancing procurement greatly determiheditely availability of supplies following.

The researcher identified that the procurement ieyeat was understaffed and procurement processatvas
times not observed. Financing was a major problesgal requirements were bureaucratic and lengthémed
procurement process leading to inconsistency imininig supplies. The hospital had no core tookfohancing
procurement performance. The legal framework needeigw to reduce bureaucracy and shorten the psoce
and training on procurement issues to all hositaturement players was required to boost theimkedge.
The hospital faced several challenges, which iredudhortage of staff in the procurement departnaeiok
financial constrains.

DEFINITION OF TERMS

Supply supply is the quantity of goods and services shptoducer is willing and able to produce for marke
transaction at a given price in a given time pe(iddbler, 1996).

Shock demand Any sudden event that dramatically but (usuakyhporarily increases or decreases demand for
one or more goods or services. The event may rireait government intervention, such as a changedney
supply, or may be a random occurrence in the méRdgard, 2002).

Procurement This is the acquisition of goods and/or servicesha best possible total cost of
ownership, in the right quality and quantity, a tight time, in the right place and from the rigbturce for the
direct benefit or use of corporations, individualsgven governments (Dobler, 1996).

Phar maceuticalsAlso referred to as medicine, medication or mediaimcan be defined as any chemical
substance intended for use in the medical diagnosis, treatment, or prevention of disease (US820

Product This is anything acquired either as tangible tarigible which closely meets the requirements of a
particular need and yield enough satisfaction sbifjits continued existence. (Kotler, & Adam, &)0

Consistency  the ability of the supplier to demonstrate a higgindard of delivery reliability and quality,
preferably with evidence of improvement over tifiakter & Kirby, 2006)
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CHAPTER ONE

INTRODUCTION
This chapter contains the overall overview of thsearch project. It contains the background ofstiuely,
statement of the problem, objectives of the studgearch questions, scope of the study, signifeearicthe
study and limitations of the study.

1.1 Background of study

Advances in pharmaceuticals have transformed health over the last several decades. Today, maalyhhe
problems are prevented, cured, or managed effégtioe years through the use of prescription drugssome
cases, the use of prescription medicines keepsle@déapn needing other expensive health care sudheasy
hospitalized or having surgery (zhang & Soumer@Q7). Furthermore, the drug industry’s profit masghave
raised considerable attention. Pharmaceutical naatwing was the most profitable industry in th&Ufrom
1995 to 2002, and in 2008 it ranked third with fioéfter taxes of about 19 percent (US, 2007)eBsdhfactors
have contributed to this growth in spending on piaeuticals, including:

Increased utilization and demand for prescriptiongd - From 1999 to 2009, the number of prescrigtio
purchased in the United States increased 39% (K&668).

Types of prescriptions written — Most of the toflisg prescriptions are newer, higher-priced braadhe drugs
that have replaced older, less-expensive drugs.

Price increases - Retail prescription prices haeeiased on average 3.6% annually between 200QG0®@]
much faster than the average inflation rate of 2.5%

Research and Development — Manufacturers try touge¢he research and development, costs for dhags t
make it to the market as well as those that deentgr the marketplace. Only one in five drugs thake it to

the clinical testing process receive FDA approval are brought to market (Di masi, 2003).

Advertising and Marketing - Pharmaceutical manufests make substantial investments on marketing to
consumers and physicians, which may influence amesudemand and physician prescribing practices.
Furthermore, the most heavily advertised produetsl tto be newer, more expensive drugs. This results
overall increases in spending.

The role of patent laws in drug pricing is alsoigportant factor. Patent protection provides maatifrers an
exclusive right to sell new drug products for up2td years from the date of the patent filing. Otlee patent
expires, the drug may be manufactured in genernisimes by any number of manufacturers, thus lovgetire
prices for the drug. Pharmaceutical companies Hsaen accused of obtaining a new patent on a slightl
different version of a drug about to go off patémtextend their favorable market situation, ands¢hpatent
protections have garnered criticism by some grdopsimiting access to competition and making solifes
saving medications unavailable and unaffordableg#rents (frank, 2007).

Rising prescription costs have led many to call feater government involvement in regulating the
pharmaceutical industry, particularly since prié@sbrand pharmaceutical products are considerhiger in
the U.S. than in countries where governments takeoege active role in negotiating prices and reguogat
profits.

Opponents however, argue that government involvéméhnot guarantee lower prices, may have unidesh
consequences for the rest of the market, and woedghtively affect patients because regulatory astiwould
stifle industry incentives to invest in researck development of new therapies.

The health system in Kenya is organized and impteetk through a network of facilities organized in a
pyramidal pattern. The network starts from dispersaand health clinics/ posts at the bottom, uthéhealth
centers, sub-district hospitals, district hospijtpl®vincial general hospitals and at the apexetiethe Kenyatta
National Hospital. The Ministry of Health (MoH) iee major financier and provider of health carevises in
Kenya. Out of all the health facilities in the ctyn the MoH controls and runs about 52% while phvate
sector, the mission organizations and the Ministit.ocal government runs the remaining 48%. Thelipub
sector controls about 79% of the health center® 62the sub-health centers, and 60% of the digp@&s The
NGO sector is dominant in health clinics, matermihd nursing homes controlling 94% of the total leviilso
controlling 86% of the medical centers in the cop(€BS, 2004).
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Kenya spends about 8% of its GDP on health. Peitacagpenditure per person stood at about US$ 11 pe
person in 2003. Out of this, US$ 6 came from bualyetesources, which also included donor contrimgiand
the balance of about US $5 came mainly from oypaxfket expenditure. This expenditure fell far belne
WHO'’s recommended US$34 per capita. Out-of pockperditure thus accounted for 53% of the total obst
healthcare, with the remainder being Governmentritnrtions from general taxation (25%), Social Hieal
Insurance (15%), private prepaid health plans (8% non-profit institutions expenditure at 2%. Tdi®ve
scenario means the current healthcare financingesyslepends mainly on out-of-pocket expenditure and
therefore 75% privately financed.

The efforts at different levels to control diseabese seen the adoption of the Directly Observeshffnent
Short-course (DOTS) as a national strategy in Kewyaontain Tuberculosis. The treatment success hatl
improved to about 80% by end of 2003.

While there are a number of policy options undersideration for addressing rising drug costs, e that are
currently receiving the most attention from poli@kers involve the government's role in drug priciogthe
Medicare program and importation from other cowstri

Government's role in Medicare drug prices is masue currently under debate involves the apprtgprizle for
government regarding drug prices for Medicare hieizgfes under the Part D drug benefit. The lawcdjmally
prohibits the government from participating in ngggions between the drug plan sponsors and drug
manufacturers and pharmacies, establishing anyifiepdist of drugs that will be covered (formularypr
imposing any price controls on drugs. Supporterthisf market based approach believe that the catigmetor
enrollees will cause plans to negotiate with drugnofacturers and pharmacies to offer drugs at diaedt
possible prices, while opponents state that thk tHcfederal regulation and negotiating power vdad to
higher costs for Medicare and for Medicare benafies, many of whom still face sizable out-of-pdakests for
prescription medications (WHO,2008)

The significantly lower prices available for commbnand name prescription drugs in Canada and other
countries has led some individuals as well as stgteernments to import drugs from those countries.
Prescription drug importation is illegal in mostsea. A number of proposals on importation have been
introduced in varying in scope, the countries frairich drugs could be imported, safety standardsletory
requirements, and fees that would be levied to paipthe costs of increased government regulaBapporters
believe that if importation were legal from othesuatries, including Canada and the Asian and Ewope
markets, there would be enough volume to signifigaaffect prices in the worlds market. Opponenigstion

the safety of imported drugs and caution that sagings would be small if foreign governments wereestrict

the supply of drugs leaving their borders or phasudcal manufacturers limited the supply of dregid to
foreign nations.

1.2 Problem statement

This study explored the factors affecting the cstesit supply of pharmaceutical products in govemme
hospitals in order to identify the cause for fregiughortages in these hospitals. Due to lack o$tzam supplies,
most of the hospitals had been experiencing tiraiiste shortages of pharmaceuticals therefore baatgn a
position to deliver better health care to patiemdscording to a study commissioned by Transparency
International-Kenya, (2001) the shortage was angadi trail of misery for patients across the counitn most
hospitals, patients had been asked to buy them frowate chemists. In an effort to stabilize they of
pharmaceuticals products, KEMSA was set-up by theeqnment in the year 2000 to procure and supplgsir
and pharmaceutical supplies to public, mission ainate hospitals in the country. Lead Consultabiserved
that the government needed to put more resourcdgafth care so that it can be in line with the jabu
declaration, which states that at least 15 per aktiite national budget should go to provision eélthcare. The
study points out that KEMSA lack the institutiomalpacity, autonomy, financial and human resourepacity

to perform its mandate effectively.

For effective operations in any institution, supplishould be available when needed. Proper stogktoto
records enable organizations to eliminate stocls duyt ensuring timely ordering of stocks. Havingnfied
KEMSA to be in charge of pharmaceutical productrifiution in Kenya, the government had taken a enov
towards achieving consistency in supply in govenmmgospitals. However, this had not been achieved.
consistency in supply of pharmaceutical productpufrgovernment hospitals in Kenya. The factorsréohting

to this state of affairs had not been well ideatifand this research therefore sought to uneastifaittors.
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1.3 General objective
To establish the factors that affect consistencgupply of pharmaceutical products in governmerspitals in
Kenya.
1.3.1 Specific objectives
i. To identify the effects of procurement process issichanagement on consistency in supply

ii. To determine the influence of legal policy on cstesicy in supply of pharmaceuticals
iii. To identify methods of enhancing the process ofprement to achieve consistency

1.4 Research questions
i. How do the procurement process and its managerffent aonsistency in supply?

ii. How does the legal framework influence the procumenof pharmaceutical products?

iii. What measures can be taken to improve the procuntgonecess to achieve consistency in supply?

1.5 The significance of the study
The study was made to unearth the causes of thahlessupply of pharmaceuticals products in govemm
hospitals. In that case be in a position to idgntihat hindrances were faced and therefore forraulegst
institutional policies and regulations that cantaimsconstant supplies. This study is significarthés time when
the governmental hospitals are faced with greatlerhge of handling huge Kenyan population who regui
better services. In consideration to this, theltesi this study are believed to be of great bienef

A. Investors
After obtaining the basic enlightenment highlightad in this study, investors will obtain knowlecigence due
to the demand of doing business , willing and atkestors will be in apposition to make use of itifermation
and make sound decisions while venturing in themphaeuticals business.

B. Management
The management shall be acquainted with major ssthag affect the supply of pharmaceutical prodirctheir
hospitals; and therefore be in a position to makend judgments and decisions on how to counter them
addition ensure smooth running of the hospitalsehguring all required pharmaceuticals are availée&nv
needed hence no stock outs and un warranted ogkirggowvhich can lead to expiry of products.

C. The public
The public shall be informed of the causes leadinthe un availability of proper medical care invgohment
hospitals.

D. Government
The government being in charge of delivering prapedical care to its citizens; the finding of thesearch will
facilitate in formulating and putting in place bgsfactices to ensure all hospitals receive supplitving
deployed great effort to achieving better medicafior all Kenyans, the government will be able #ses its
performance.
1.6. The scope of the study
The research focused on the factors that affettedconsistency in the supply of pharmaceutical petdin
government hospitals. The research therefore wadumted in Maragua level 4 Hospital in Murang'a Gyuas
an example of a government run hospital.

1.7. Limitations of the study

Due to personal attitudes, individual values arghoizational policies, practitioners’ in the medipeofession
keep most of there undertaking secret. The researebeived minimal cooperation from some respotsddine
un availability of target respondents due to theisy schedules was a major challenge. Therefooesaibility
of records was limited; hence limiting the availépiof more information that would have permit letaate
research.

Resource constrains also posed a great limitatigth; constrained finances and very busy schedhlesefore
the researcher having limited time to carry outrésearch.

24



Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) /l'H.i.l
Vol.3, No.13, 2013 IIS'E

CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
This chapter presents the literature review ofrtiaén concepts in relation to supply of pharmacalicoducts,
and the conceptual framework of the study

2.1 Theoretical frame work

2.1.1 Inventory management

In order to help hospitals ensure constant avditalmf pharmaceutical product, good inventory mgement
system is key to the success in the steady avitjabf supplies. Several systems are available Use as
observed by various scholars. In a standard hdospifgply chain, all material operations are comtablby the
hospital. Material personnel include purchasersien® handlers, and stockroom personnel. Othesquerel,
mainly nurses, technicians, and pharmacists, gsada significant amount of time with material Gti®ns.
Purchasers and material handlers are typicallgasdito one or more wards within a hospital. Matdrom the
hospital's various suppliers is delivered in butkthe hospital's loading dock and transported toan store
room. Material handlers then transport materiainfrine main store room to various secondary stooensoin
wards throughout the hospital as the inventoryhiosé wards diminishes. Typically, hospitals do tnatk
perpetual inventory, but rather use visual cuedettide when to place an order for more materiaé 3tandard
hospital supply chain is characterized as havifigted inventories (6 — 8 weeks) and a high ocaweeof stock
outs (90-95% fill rate). In general, medical stadfs no incentive or time to be concerned with Effit material
operations as they are much more concerned withgalare of patients. In addition, the lack of amyentory
system makes it virtually impossible for the persgrto know which inventory is in excess and whétiort is,
as they have no visibility into the inventoriestthee scattered all over (Rivard, 2002).

2.1.2. Stockless inventory

Under a stockless program, the distributor deliversduct in pieces rather than bulk. The hospitakiill
responsible for placing the orders. Orders arestratted from individual wards, and the materiabladivered
directly to the ward, bypassing the storeroom. Soedeindant functions are removed from supply chain as
shipments are counted only once (at the distripuasrcompare to the old systemmere each shipment was
counted twice (at the distributor and at the h@dp#ceiving dock). Iressence, as compared with the standard
supply chain, distributors have assumed the duatid®olding inventory and replenishing individual locais.
The implementation of a stocklesgstem requires a “continuous flow of informaticgtween the point of use
and the distributor{Rivard & Beaulieu, 2002).

In addition, under this program, the distributoasén more visibility into the actual usage of thepital; thereby
reducing the bullwhip effect that is prevalent iamg extended supply chains. The bullwhip effecti@rg that
demand variations tend to increase as one moveeaipupply chain. Nathan and Trinkaus noted two ikalsp
with item fill rates over 99%, compared with a centional average of 92% (Rivard, 2002).

2.1.3. Vendor managed inventory

While stockless inventory systems have clear benéfir hospitals with virtually no inventory conkrdhe

system still does little to optimize operations hwit the entire supply chain channel. It removesalis
accountability from hospital employees placing osden the distributors. Order one piece of a paldicpart
every day rather than consolidate to weekly shigmen five pieces. In short, there is no incentfee the

ordering group to be efficient (Marino, 1998). Asresult, distributors offer a service of vendor-mged

inventory (VMI). Under VMI, the distributor hiresmgloyees to work in the hospital and assume allenedt
operation duties, including material handling, vemesing, and purchasing. The distributor not onlychases
material from its own facilities, but also from mdacturers and their competitors, as directed leyrttedical
staff (Marino, 1998).

2.1.4. Automated point of use systems

These systems keep perpetual inventory recordsiatmnatically place orders based on the establistadier
and order-up-to points. APU systems apply accoliitiabo those using the inventory; and therefareduced
shrinkage and increase cost capture. Another heslefAPU systems is that they allow for visibilitgto the
entire hospital’s inventory. Hence, for common pad shortage in one ward can be mitigated witregxc
inventory from another ward until the next replémigent arrives. This is a very significant advantdgeclos,
(1993) performed a study that demonstrated thattfpdiuse safety stock was much less effective temtral
store safety stock in preventing stock-outs dushgck demand situations. In her model, as emergéamand
is a characteristic of many hospitals business indige study’s conclusions are cause for concethcarestion
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the stockless model. However, in this study, Duslasodel assumed no visibility of inventory from ngao
ward. The added visibility from APU systems voiddlns’s findings and increase the resiliency of hospital
supply chain under emergency demand situations.

2.2. Conceptual framework

INDEPENDENT VARIABLES DEPENDENT VARIABLE
Effects of Procurement
process and its >
management
Influence of Legal R - CONSISTENT
policy and regulations g > SUPPLY OF
PHARMACEUTICALS

Methods of enhancing
Procurement Process

Figure: 2.1 conceptual frame work

2.2.1. Procurement process

Providing health facilities with drug and medicapglies is a very complex process that involvesrgd variety
of actors from both the private and public sect@evernment’s health ministries often lack the nggmaent
skills required to write technical specificatiorsipervise competitive bidding, and monitor and ext the
contract performance. Corruption can occur at dagesof the process and influence decisions omibael of
procurement (direct rather than competitive), antilpe and volume of procured supplies, and onifspeons
and selection criteria ultimately compromising asce essential quality medicines (Smith, 1990).

The Kenya Medical Supplies Agency (KEMSA) is esttie#d by law as the primary public procurement agen
for medicines, medical supplies, and medical deviaed equipment. It is funded by direct allocatiorthe
national budget and by development partners. Theysement process starts with the receipt by KEMSBA
procurement requests from the relevant departmetiié Ministry of Health. It then prepares a precnent
plan, with descriptions, specifications, and qugrdf items required by the public institutions. KIEA’s mode
of purchase is through open tender or quotationargent supplies. For regular procurement, a datis made
by the user department and the funding agency emhde of tendering, i.e. whether it should be llogen
tender or international open tender. Interestedpaones domiciled in Kenya are eligible for locaildering. The
next step is the publication of tender notices.sEhgescribe the required items and quantitiesptbeedures to
be followed for bidding, receipt of samples, anchtdgcal evaluation; and the conditions of awarde Ténder
notice also provides an opportunity for bidderséek clarifications and offers the possibility aiendments
before the tender deadline. There are technicatifspsions for tender qualification: pharmaceutica
manufacturers need certification by the nationagharity with regard to conformance to the WHO degdition
scheme and GMP. All products must be currentlysteged with the Pharmacy and Poisons Board. Eveenc
required for bio-availability and/or bio-equivalenfor certain critical items, upon request. There several
other requirements with regard to packaging, laigeletc (WHO, 2008).

At the close of the tender period, KEMSA carries @ammercial and technical evaluation of the bBisfore an
award is made, it appoints a technical evaluatiomroittee to assess the bids’ compliance with prbduc
specifications and other GMP/certification requiesits. The assessments are submitted to a tendenittem
that awards the contract on the basis of lowestepamongst the bids of acceptable quality. Supies
delivered to KEMSA warehouses where they are agaaluated on receipt and before storage. KEMSA, in
conjunction with the user department, preparesstildiition list. Distribution is made mainly to gitbhealth
institutions and KEMSA outsources transport foivigies to the health facilities (MOH & CBS, 2004).
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The pattern of procurement at KEMSA has recentinbehanged following the emergence of various okl

in the process in recent years. In the past, KENi&4, in some years, procured above budget. Thidteesin
unpaid bills from one year having to be carriedromed settled out of the following year’'s budgdoedtion.
This procedure then created budgetary shortfalteénsucceeding year. Moreover, money allocate@irbgsury

for purchase of pharmaceuticals but not spent lu@getary year automatically reverts to the Treasur 30
June each year. To avoid this situation, transfene made to KEMSA'’s account from the Ministry oéaith
before financial year-end so that it would appéat the funds had already been spent. In ordegdolve this
anomaly, both KEMSA and the Task Force report renemd the establishment of a special fund as already
provided for in the Act establishing KEMSA. In atteanpt to resolve this problem, tenders coveritg@year
period instead of just one are now advertised (M2304).

There is also provision to procure only a portidrthe total quantity specified in the tender, adiog to the
needs, priority and available funds. A joint surfegded by USAID, the Millennium Challenge consonti, and
Management Sciences for Health was carried oud@vB to compare KEMSA's procurement prices withsth
of the Mission for Essential Drugs and Suppliespnyadta National Hospital, and local manufacturensl a
distributors. One of the purposes was to determinether KEMSA and the Ministry of Medical Serviogere
getting value for money in public procurement. Tasclusion was that, for the most part, KEMSA sicge
more competitive than for similar products purclablsg health facilities from all the other entitesrveyed, and
that KEMSA was indeed achieving value for publiaded procurement of medical commodities (MOH, 2004)

It has been estimated that KEMSA's purchases dotestBO per cent of all prescription drugs in thenitan
market. The Agency also procures for some donompes. KEMSA's 2010/2011 Government budget (not
counting donor contributions) for the procuremehtessential medicines for public hospitals is US$81
million; together with US$ 29.7 million for Ruralddlth Facilities, this makes a total of US$ 49.8Hiom. Out

of 343 items on the Essential Drug List (EDL), KEM®rocures only about 117 selected items, based on
available funds. Many EDL medicines can not be lpased because of budgetary constraints (CBS &MOH,
2004).

Mission for Essential Drugs and Supplies (MEDS3nsther large-scale, bulk procurer of medicineis & not-
for-profit organization, which procures medicalnite for Faith-Based Organizations (FBO) and someodon
About 45 per cent of MEDS’ annual turnover of 80illion to 1 billion KSh (about US$ 12 million) igpent on
medicines. Some donors procure directly.

2.2.2 Legal & regulatory framework

The organization of Kenya's health care delivessteay revolves around three levels, namely:

The MOH headquarters The headquarter sets policies, coordinates theitaesi of NGOs and manages,
monitors and evaluates policy formulation and immatation.

The provinces The provincial tier acts as an intermediary betvthe central

Ministry and the Districts. It oversees the implenation of health policy at the district level, miins quality
standards and coordinates and controls all diskrézlth activities. In addition, it monitors andpswises
District Health Management Boards (DHMBS), whiclpervise the operations of health activities atdisgrict
level.

The Districts- district level concentrates on the delivery ofaltle care services and generates their own
expenditure plans and budget requirements bas#ideoguidelines from the headquarters through tbeipces.
Other key players in the healthcare sector incliteprivate sector, which consists of the churcipeisate
healthcare providers, pharmaceutical companies, §@@d the traditional herbal medical practition@I©H,
2004).

2.2.3. Policy on pharmaceuticals

The patent protection of pharmaceuticals in Kenyabased on the African Regional Industrial Property
Organization (ARIPO) patent system. Kenya's pataws have been revised from the traditional Britistsed
format to the ARIPO system, which was created leylthsaka agreement in 1976. To date several ameridme
have been made through parliament bills and enacted

ARIPO is based in Harare, Zimbabwe; the organisatims mainly established to pool the resourcegsof i
member countries in industrial property mattersetbgr in order to avoid duplication of financialdahuman
resources. Additionally, the Kenyan government pdsthe Kenya Industrial Property Bill in 2001. THigl
allows Kenya to import and to produce more affotdamedicines for HIV/AIDS and other diseases (MOH,
2004).
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2.2.4. Registration of medicines and other pharnmgeas

Market approval (or registration) of pharmaceutipedducts is usually granted based on efficacyetgadnd
quality. It is a regulatory decision that allowsngdicine to be marketed in a given country. Conmgkawith
regulations affecting drug licensing, accreditateomd approvals can be costly for pharmaceuticalpeonies
wanting to market their products. Some of them itmgyto bribe or influence the regulator to get thgioduct
registered or simply to speed up the approval mad@ne form of influence is to offer lucrative ustry jobs or
consulting assignments to regulatory officials, aeting them for decisions that are favorable taigtiy. Such
conflict of interest can also affect the settinguser fees for drug registration, which are oftehwgell below
true cost. Thus, government is effectively subsigjzcosts of private industry for little public befit. The
concept of conflict of interest is not always watiderstood (Kaplan & Laing, 2003).

2.2.5. Procurement procedures

Every organization that purchases goods or serViassstandard procurement proceduttes methods they use
to acquire those things. These procedures coverspkcts of the procurement cycle, including thecsen of
the supplier, contract negotiations, order placensen payment (WHO, 1999). All firms have procureme
procedures, and they are used to control spenditigjtg, ensure appropriate approvals are in place reduce
the risk of overpayment. Procurement or purchasiotivity encompasses all spending activity, exaigdi
payroll, and often represents more than 50 perokatl expenditures. Article 5 of the public proearent act
outlines the following Procurement Procedures:

A supplies, services or works contract shall berded by means of one of the following proceduregeunrihe
conditions set out in these Rules: Open tendefegtricted tendering, Competitive request for gtimbs,
Negotiated tendering and Direct procurement

Article 6 of public procurement Act outlines the ri@itions for use of the Procurement Procedures

(a) The Secretariat may award contracts by an tgretering for any procurement regulated by thedeRu

(b) Restricted tendering may be used in the evémt large or complex procurement, which requirgsrex
qualification procedure.

(c) In all cases where the contract value exce@d308 (thirty thousands) EUR, the Secretariat siyaly open
or restricted tendering.

(d) Competitive request for quotations may be aupif the contract value is less than or equald®@0 (thirty
thousands) EUR.

(e) Negotiated tendering shall be applied in spexaes and only if conditions set forth in Artidleare met
(public procurement Act, 2005).

The primary driving force for the development obgurement procedures is to control all spending @VH
2008). The actual procedures used can vary slighitywill be similar. An appropriate approval preseaisually
involves a separation of tasks and the involveroésenior managers for transactions that will eoste than a
specific price. Another standard procurement praceds to limit access to the purchase order fantrequire
signed authorization from a manager other thanp#eson using the goods. This separation of the good
recipient and the approval is designed to ensaealsenior staff member is aware of the order coafirm that
the materials are required, and will be used fergioper purpose.

2.2.6. Distribution and appropriation of pharmag=ltproducts

Due to under-financed and badly managed systemsr pacord-keeping and ineffective monitoring and
accounting mechanisms, large quantities of drugs medical supplies are stolen from central stoned a
individual facilities, and diverted for resale faersonal gain in private practices or on the blaekket (Ferinho,
2004).This involves a variety of practices suchrexrd falsification, dispensing drugs to "ghostigras"”, or
simply pocketing the patient's payment. Patientsdiectly affected in this process as they areefdrto supply
their own medications. This results in considerdbékage of public resources. Distributing medmabplies to
the healthcare facilities also involves managing effiective transportation system and preventing
misappropriation of fuel and vehicles for privatenon-health related uses.

(Rafael & Ernesto, 2002) Measures to reduce illggalktices at the distribution stage of medicalpsiep
include establishing efficient inventory controlsggms, improving record keeping and control prooesiu
fortifying security against robbery in central wlaoeises, etc. These are actions to be taken by ithistiy at
national and/or provincial/district level. The meaof promoting a competitive market or using it, end it
exists, are other avenues to improve efficiency raaldice corruption in distribution. Rafael and Etng(2002)
has provided many tools for improving drug disttibo systems, including guidelines for forecastiagpply
chain management, process mapping for improvedhtéagistics system performance, and warehousing of
health commodities.
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2.2.7. Timely and accurate information communiagatio

Information is the lifeblood of procurement andniseded at every stage if the procurement process hig
optimal. What to order, when to order and how miacbrder and from who should be communicated oe tion
ensure steady supply in the hospitals. Timely aswi@te information exchange is necessary amorigastd
among procurement trading partners. Thus, maimgiain up-to-date inventory and management infoomati
system and ensuring the use of the data are triiicaproductivity, effectiveness, and efficiency the
institution. This aids in the effort to control ¢®@snd helps the hospital to ensure that enougplisgpare at
hand and that stock-out are minimized (Huff, 199¢cords and documentation can be kept in a nuwiber
ways. Human error can be reduced, lead-time elimthaand data processing improved by the use of
telecommunication and computer technologies, whitduld be introduced when available and appropriate

2.2.8 Transparency in procurement

The high market value of pharmaceutical productamaethat the procurement of these products is prone
unethical practices such as theft and corruptidraugh such practices are common around the wordnzer
of factors predispose developing countries to higisis. It is estimated that in some countriestaipwo thirds
of all hospital medicines are “lost” through poaogurement practices, including corruption and dréDohen,
2008: Jillian & Jorge 2001) Unsafe medical prodwza also enter the hospital with potentially sesitealth
conseguences.

Any pharmaceutical procurement must therefore e dio a manner that ensures transparency and @pdor-
free process. In addition, a hospital is oftenlibging legal entity, and the pharmacist or procweenofficer is
delegated the responsibility to oversee the prodessmsparency and adequate reporting builds éngtensures
that the relationship between implementers and m@aree organizations are mutually supportive.

2.2.9. Pharmaceutical procurement in hospitalrsgti

Pharmaceutical procurement is a complex procegdsirtiialves many steps and many stakeholders. dise
conducted within national and institutional pol&ieules, regulations, and structures that maydrind support
the overall efficiency of the procurement procéss effective procurement process at any level reasure that
four strategic objectives are achieved: the praverd of the most cost effective drugs in the rigialities, the
selection of reliable suppliers of high-quality gusts, procurement and distribution systems thatientimely
and undisturbed deliveries, and processes thatetise lowest possible total costs (WHO, 1999).
Procurement in hospitals is the responsibility led pharmacist or pharmacy staff, though skills beybasic
pharmacy are also required (Karr, 2004). In ordeartive at consensus statements that are appi®foiathe
hospital drug procurement, nine issues have bentakekey areas of attention: transparency, coganonent,
technical capability, operational principles of dogharmaceutical procurement, purchasing for gafet
ensuring appropriate selection, timely, accuratd aocessible information, ensuring quality produend
proper budgeting and financing. These respond dosfiecific needs of the key stakeholders in theitads
setting.

2.2.10. Supply of medicines and other pharmacdstica

An estimate of the Kenyan pharmaceuticals markeBbginess Monitor International (BMI) shows15 that
expenditure on prescription medicines in 2008 w& K 0.9 billion (US$ 158 million) and that this etituted
68.7 per cent of the total market. The market sbamrescription drugs could rise in future if strcontrols are
introduced on the sale of drugs since many peopleectly buy such medicines without a prescriptiSelf-
medication is prevalent in Kenya and the Over ther@er (OTC) market is therefore very importantweger,
while sales volumes are large, OTC medicines anallyslow-priced and competition is high. The OT@nket
component was estimated at KSh 4.96 billion (US$nf2on) and, combining prescription medicines &dC
products.

For purposes of comparison, another market studrbgt and Sullivan (2008) valued the Kenyan maféet
pharmaceuticals at $208.6 million in 2007 and etgui to reach $558.5 million by 2014, growingaat5.1 per
cent. The Frost & Sullivan report said that locattnufactured pharmaceutical products commandepe28
cent of the overall pharmaceutical market in 2G#3¢ forecast per capita expenditure on medicih&tS$ 5.9
in 2009, increasing to US$14.1 by 2014. Of theltatarket in 2008, It estimates that generics wdhdde
accounted for 58.7 per cent of the total, whilegioidl branded pharmaceuticals would have accouiatethe
balance of 41.3 per cent (Frost & Sullivan, 2008).
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2.2.11 Health institutions in Kenya

The country continues to have remarkable exparisitiee number of health facilities in all provincdis is in
line with the government’s effort to avail acce$sibealth facilities and services to all Kenyanse iumber of
health institutions grew from 4,499 in 2002 to 4,56 2003, a marginal increase of 1.3%. Rift valleported
the highest number of health facilities, with 1,2@77.8%), while North Eastern province, with 88 Itea
facilities had the least number, accounting for9d.8f the total. Table 2 below illustrates the dlsition of
health facilities in the country by province.

Table 1: heath institutions in Kenya 2002-2003
Hospitals, H/centers and H/Sub Centers & Dispeasari

Province Year 2002 Year 2003
Nairobi 485 493

Central 517 526

Coast 435 440
Eastern 831 837

North eastern 83 88
Nyanza 539 548

Rift valley 1259 1267
Western 350 358

Total 4,499 4,557

SourceiEconomic Survey 2004 by Central Bureau of StasisMinistry of Planning and National Development
The World Health Organization estimates the globatket for herbal medicines currently stand at &¥8r$ 60
billion annually and is growing steadily.

2.3. Critique of the existing literature

Different researcher have stood to contradict iimiop on the best way towards achieving stabilitysupply of
pharmaceutical products; Rivard, (2002) suggeststadard supply chain, while Beaulieu, (2002)fpuvard
the view that a stockless inventory system couldkviest. Stockless inventory systems have cleaefiisrior
the hospitals, but still the system does littleojatimize operations within the entire supply chaleannel.
Duclos, (1993) performed a study that demonstrttatipoint of use safety stock was much less éffed¢han
central store safety stock in preventing stock duténg shock demand situations

Huff, (1996) observed that, effectiveness anccigfficy on supply chain of pharmaceuticals can téesed by
maintaining an up to date inventory and managen#otmation system which would ensure that enough
supplies are at hand and minimize stock-outs; aElwkhat is not the case,; for several factors camt® play
towards achieving constant supplies and effectiserand efficiency in supplies in the institutiohs.addition
most researchers have dwelled in trying to devélest ways of cutting procurement costs rather thaking
the purchases available consistently to the inténdgers as the core objective of the procuremertegs (
WHO, 1998; 1999, Kaplan & Laing, 2003).

2.4 Summary

This chapter has covered the conceptual framewbrthe® study. With major concern on the independent
variables .i.e. procurement process and its managenmegal frame work in relation to procurement of
pharmaceutical products and procurement procedares,the dependent variable. Previous studies rbgde
other scholars in relation to inventory managenmehbspital setting and other relevant literatwekevant in this
study. A brief critique of available literature previous studies has been tackled based on thegignes and
understanding of the researcher and a researchagapeen developed on other areas, which formeanesers
have not touched in their studies.
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2.5. Research gaps

Several studies have been carried out in relabomedical supplies; however, there are little ortlieories in
relation to consistency of supply of pharmaceutiralducts in government hospitals. Duclos, (1983formed
a study that demonstrated that point-of-use safieiyk was much less effective than central stoietysatock in
preventing stock-outs during shock demand situatitmher model, as emergency demand is a chaisdictef
many hospitals business model, the study’s corassare cause for concern and question the staciledel.

CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction
In this chapter, details on how the research waslected have been presented. This includes: résdasign,
population, sampling frame, sampling and samplexhhique, research instruments, data collectiorhoalst
data analysis and presentation.

3.1 Research design

Descriptive research design was used in this stDégcriptive research design was considered best f® a

scientific method, which involves observing, desitry recording, analyzing and reporting condititimest exists
without alterations. It can be used to obtain perit and precise information concerning the cumpdeinomena
and where possible to draw valid general conclssioom the facts discovered (Lockesh, 1984). Tiseasch
design adopted was a case study method where skarober focused on a single organization; It nthde
findings a good representation of real situatidme Tesearcher used both primary and secondary data.

3.2 Population

The target population included the hospitals tomagement, pharmacy personnel, nurses, the heashds lof
procurement department and other staff in the peooant department. 100 questionnaires were dis¢gband
only 42 respondents handed back their filled quastires representing a 42% response.

3.3. Sampling frame

The population was identified as the most relegmatip to obtain data from; because of the diredhdirectly
involvement in the procurement process. In thigctwerefore they could avail the required inforiomat

3.4 Sampling and sampling technique

The researcher used stratified random samplifgreby the strata encompassed the personnel afugari
levels cadre in the hospital in relation to procoeat; management of the hospital, head of procuneme
department and other staff in the procurement deyaat. To get the sample size from each stratumplsi
random sampling was used.

3.5 Instruments
The research main instruments for data collectisese structured questionnaires, unstructured irgesy and
secondary data collection.

3.6 Data collection methods

The research involved data collection from primand secondary sources. The primary data was aadlect
through questionnaires (both open and closed erafetiunstructured interviews. Personal intervieasgegan in
depth into the information; and eliminated misiptetation. Questionnaires had the advantage that t
respondent had adequate time to respond to quesiiwh free from bias because the respondents wéatedy
and interviewer did not influence answers. The sdaoy data were obtained from hospital records|ighdxd
material, journals and internet sources.

3.7 Data analysis and presentation

The data collected was analyzed by both qualitadive quantitative methods. A quick impressionishsiary
used where the results were obvious and requirfertizer analysis. Quantitative techniques sucheasgntages
and frequencies were used. Tables, graphs antsaare used to present findings where applicable.
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CHAPTER FOUR
RESEARCH FINDINGS AND DISCUSSION
4.1 INTRODUCTION
This chapter presents the report of data analiygerpretation and summary of findings. As indichile chapter
three, the study utilized descriptive statisticss such, frequency tables were generated to highligé
percentage scores and cumulative percentages fiables of interests. For pictorial presentatioar graphs
and pie charts were drawn to enable users to ctuaee the results.

From the sample size that was selected, the retuquestionnaires whose response were used in furthe
processing of the data to come up with the resefimdings included five (10) managers/superviséosy (4)
pharmacists, twenty (25) nurses, three (3) procergmersonnel.

4.1.1 Personal and general information analysis

The researcher undertook to obtain the personairimdtion on the respondent who participated instioely. It
was important for the researcher to know the paldis for the participants in order to be able &wvéhan
objective assessment of the findings. Knowing ragpats’ information greatly promoted reliability thfe data
obtained for that reflected how well they undersittize institution hence a greater level of accumy restored
researcher’s confidence of dealing with the rigtuiugp. The underlying information concerning thepments
who availed their details formed part of the reskdindings.

4.1.2 Gender of respondents

80%

70%

60%

50%

40%

percentage

30%

20%

10%

0% .
Male female

Gender

Figure 4.1 Distribution of respondents accordingeader

Most of the respondents 67% were females and 33%envmales. It was observed that in every department
although females were many compared to males, nvedes found to be busier than females and were not
willing to participate in the study hence the gréifference between males and females who partmipe the
study.

4.1.3 Job positions

The respondents were asked to indicate their jalitipn, 24% of the respondents were head of sectiangers,
10% were pharmacists, 59 % were nurses, and 7% pveoeirement officers. Nurses formed the largestigr
of 25 respondents; this directly corresponded &ir thig population in the hospital of one hundred @ighty
SiX.
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Figure 4.2 Job positions of respondents

All the procurement officers gave their respons@%@nd they formed the smallest number in the dzgéion
of three individuals. This information showed thddta was obtained from the right individuals andreve
distributed across the hospital departments tomigz@ biasness. In addition, the researcher wastahtentify
the number of procurement personnel.

4.1.4 Work experience

The researcher identified that employees work égpee had direct influence to the performance ef th
procurement function as a whole. The responderdsking experience was in 4years range from O yeap$
years and over. Most of the respondents were witt@rreproductive group of 5 and 16 years of expee.

Table 4.1 work experience of respondents

Age group Frequency percentage
0-4 4 9.5

5-8 10 23.8

9-12 12 28.6

13-16 10 23.8

17-20 4 9.5

20 and over 2 4.8

Total 42 100

This finding indicated that Majority of the empl@yeere well experience therefore, they understbed t
operations of the institution and their informati@flected the true state of affairs in the hogpitaaddition, it
displayed the rate at which the government emplayad staff to the hospital. The more experiencealisnis
attributed to performance hence directly havingnapact on the consistency at which suppliers weedled.

4.2 PROCUREMENT PROCESS AND ITS MANAGEMENT
4.2.1 Organizational chart
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100% of the respondents indicated that they hadrganizational chart of the procurement departmansuch
case therefore, the researcher found out that ¢tispital had only three procurement personnel whereh
answerable to the hospital administrator. The adtnator assigned their duties. This was founditead affect
consistency in that there lacked well-designedtjwos of operations and hierarchy of procuremensqanel.
4.2.2 The extend to which procurement process Wwasrued

43%

No
57%

Figure 4.3 level of adherence to procurement poces

A majority respondent of 74% indicated that thetitnon had a well-documented procurement process
26% indicated no. The respondents were asked whttbg fully observed procurement process, 57%hef t
respondents indicated yes, while 43% indicatectitimg the lengthy and bureaucratic nature of ttacess. this
findings are supported in the report by WHO, (20@8jch identified that all organizations had a walitline
procurement process and was not fully observeds Add a direct link to consistency at which sugphlivere
made available because when the process was obsellays were experience while when procured tiftou
short cuts immediate delivery was attained.

Inconsistency was evident were by some supplien® wequested through the phone and delivered sgpli
before a local purchase order was prepared. Susbscaere necessitated by the urgency of the maitter.
addition, the procurement department failed inkireg the stock levels hence running into abruptchasing
due to stock outs thus avoiding the documentedupemeent process. These findings are supportedshydy on
cost containment on pharmaceutical procurement bff, K1996); where maintaining an up to date ineent
record ensure that enough supplies are at handnémichize stock outs. More over it was found outtttie
government at times used push system and broughetbospital what it had in stores without coriaglthe
hospital whether they needed it or not. Maintaingapsistency in supplies was not easy while thepitels
operated in such situations.

4.2.3 Procedure used in procurement of pharmaegytioducts

Respondents indicated that they used several puoeedor procurement, 62% of the respondents itelicthat
they used request for quotation, 23.8% indicatet they used open tendering and 14.2% indicateectdir
tendering was used.
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Figure 4.4 procurement procedure used

Request for quotation was used mostly becausenitiggd the best avenue for the procurement depatttoe
compare prices and it was fast to carry out. Usliffgrent procurement procedures brought in incstesicy for
each procedure required different time frames amtgsses to be observed. Open and direct tendesng
least preferred due to their lengthy process whiats time consuming these has been supported by MOH,
(2004) report which indicates the several stegsetfollowed in the tendering processes.

4.2.4 Major hospital suppliers and how they perfedm

Competence of the suppliers greatly determined ismmey in the availability of the supplies. Thespital
major suppliers were Kenya medical supplies ag€K&MSA), meds and medisel. Kemsa had the big simare
supplying the hospital these findings were confulniy CBS and MOH, (2004) which cited that kemsa was
established by law as the primary public procurenagrency for medical supplies. 100% of the respotxde
indicated that the suppliers delivered the prodtmtthe hospital premises. however responses wragied on
timely delivery with 38% indicating that there wedtelays in delivery, 24% indicating that some dethyand
others where delivered on time and 38% indicatitag telivery was made on time.

Frequent delays lead to inconsistency in obtaisimgplies. Delays were caused by the processestiatimg a
request for supplies to the supplier, non availghdf some pharmaceuticals from the Kenyan madkeh the
global market, legislation issues also come inlay ps these products had to be authorized to & inKenyan
market hence delays while awaiting approval anémtbgistical issues .

It was found out that some supplies took less #@&rhours to be delivered at the hospital premiskenw
contracted courier services were used thus bestgefeough to avert any shortages. At times sugpialed to
supply goods order due to lack of payment by thephal in the previous deliveries made and stods;owhich
was most experienced with KEMSA. These factors l@adreat inconsistency in obtaining supplies. thi
respondents felt that products supplied correspbndéh the specifications given to suppliers; wefegood
quality and at no time did the user departmentctejeem. In addition, products were not tamperethwn
transit and delivery was made at the hospital sisaiched by the supplier.

4.2.5 Factors considered in Supplier evaluation
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Figure 4.5 supplier evaluation factors

Performance indicators were given the scales &, B,4and 5 with 1 being not important factor todvarthe
extremely important factor to consider. Supplie@pacity to supply had great impact on consistémasupply
of pharmaceuticals to the hospital. Majority of ttespondents, 42.7% indicated that supplier rditghto

supply was a key factor for consideration when eathg suppliers; and 5% indicating that it was aot
important factor to consider. 38.4% of the respaosiéndicated that supplier’ service quality inntsr of
flexibility, responsiveness and availability; andl@ast 7% indicating it was not an important facton 1SO
certification, a majority of 35.7% indicated thatwas not an important factor to consider when watihg a
supplier; and a 7% indicating that it was an imaottactor.

These findings confirm a report by WHO, (1999) wheeveral parameters are used in supplier evatuatio
These clearly depicted that the hospital was toeseriend concerned about suppliers ability to supfthey
had little concern on ISO certification of supplis@cause they viewed it as less importance andfvalue
adding to supplier’'s ability to supply. Other fastadentified as considered included the pricindhaf supplier
products, (where by the lowest was selected), tahilf the supplier to supply on credit, the supslipast
records, honest and efficiency of the supplier.

4.2.6 Sources of finance and their impact

The hospital received finances from the governméohors and own savings (collections from patieviigch
the hospital sought authority to spend to certamit$). 100% of the respondents indicated thatdberce of
finance influenced timely availability of supplie®elays culminating from availability of funds were
experienced as indicated in table 4.2 below.

Table 4.2 frequency of supplier delays

Extend experienced Frequency percentage
Frequently 22 52.4
Sometimes 11 26.2

Rarely 9 21.4

Total 42 100

The respondents indicated that they experienceaysléh supply of pharmaceutical products becausthef
following reasons: late payment to suppliers hateenotivating them, insufficiency of funds to meetmands,
late budgeting and awaiting government approvabiend the funds hence put on hold the procurentenegs.
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All these factors relating to the source of finamteectly influenced the consistency level of siggl This
findings are supported by the study by CBS and M(®804) which identified that based on availablads
essential medicines can not be purchased dueandial constrains.

4.2.7 Buyer Supplier relationship

The majority of respondent ranked low relationdb@dween the institution and suppliers with 50%,\whiad a
direct negative influence towards consistency ippdies, 31% moderate and 19% ranking the relaltipnas
high. This has been represented in the figure helow

High, 19%

Low, 50%

Moderate
31%

Figure 4.6-buyer supplier relationship

They gave the following as the reasons for rankiregrelationship low between them as: paymensuppliers
were always delayed hence de-motivating the sugplithere was no personal relationship between the
procurement personnel and the suppliers due torgjenizational setting and in most of the caseretivere no
repeat suppliers except KEMSA.

4.3.1 INFLUENCE OF LEGAL POLICY ON PROCUREMENT

90.5% of the respondents indicated that the leggirements lengthened the procurement procesgivelga
affecting the consistency levels. The governmemarftial regulations required that no expendituraldide
incurred without authority to incur expenditure.that regard therefore, at times the hospital bagdit for the
official communication from the relevant authoriti® spend money on purchases. No orders wouldaoke im
anticipation for money to be availed for that wasiast the financial regulations. Where by the Awould be
availed early enough but the funding would delagiotimes never be funded these seriously interdewith the
consistency of obtaining supplies.

In addition, the hospital was not supposed to iregrenses that surpassed the government fundirigaircase
therefore, it was found out that the hospital hadeigquest for approvals and funding at any timeitsgtution
had to incur un allocated expenses in procuren®&9 of the respondents felt that they observedhéolater
government regulations in relation to procuremethilev5% viewed that the regulations where not fully
observed.

4.3.2 Challenges faced in complying with legal iegments

Several challenges identified included; delays litaming A.I.Es’ (authority to incur expenditure) delayed
funding, insufficient funding, bureaucracy in theghl requirements, and dealing with exploitive pedified
suppliers. Operations at the hospital could havenbemoother if these problems were put to restsd@he
challenges were found to have contributed to tiya level of inconsistency experienced in the haspit

4.3.3 Role of legal regulations in procurement pssc
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The government legal regulations were found to hawmeinfluence on the level of consistency of sugmpli
experienced in the hospital. The legal policiesehamhanced accountability for they outline and gowvent
spending of public funds and realizations of valmemoney spend. These findings support a studiRafael
and Ernest, (2002) which pinpoints out that legainfework help in minimizing public funds embezzlermnén
addition, they give out a well-outlined procuremegmbcedure that had to be followed by all hospitals
procurement. Transparency was also enhanced pratlurement dealings. It was found out that govemm
polices and regulations provided timelines for orédfillment. 90.5%of the respondents indicatedttithe
government policies and regulations provided caecgeidelines on pharmaceutical procurement whit®/®
indicated that they did not. Public procurement dighosal Act 2005 came in to play as the basallgfublic
procurement.

4.4 METHODS OF ENHANCING PROCUREMENT PROCEDURES

4.4.1 The extend of internal tools usage towardsessed performance.

Table 4.3 Internal tools level of usage

level of usage Not Rarely Often Usually Core ltota
Attempting to contribute to R & 10% 20% 6% 6% 0 100%
D

Attempting high employee 14.3% 19% 42.9% 19% 4.8% 100%
productivity

Attempting E-procurement 95.5% 4.8% 0 0 0 100%
Minimize ordering time 7.1% 23.8% 50% 14.3%  4.8% 00%
Optimizing the amount of 57.1% 21.4% 12% 9.5% 0 100%
contract

Minimize amount of suppliers 23.8% 50% 19% 7.2% 0 00%
Emphasizing buyer supplier 7.1% 11.9% 42.9% 26.2% 11.9% 100%
relationship

Minimize maverick spending 5% 9.5% 57.2% 16.3% 12% 100%

Several internal tools were posed to responderitelioate to what level do they apply/ use thermtprove the
performance of procurement system. The level of@saere not used, rarely used, often, usually, aacdre
tool. The responses were as follows: 20% majdritlicated that rarely did they attempt to conttébto
research and development. To some extend theuitistitoften attempted achieving high employee pctidity.
42.9% of the respondents indicated often. That arasndication that some effort was being put incplao
improve performance. It was identified that theditad never attempted e-procurement where 95.5%¢abed
not used.

50% of respondents indicated the hospital was afieg to minimize the period from receiving the ghaise
order to submitting the purchase order to the sepplA minimal of 4.8% indicated that this wasaaectool to

the hospital. The hospital did little to attemptaptimize the amount of contracts as per produstigrwith a
57.1% indicating not used and 9.5% indicating Uguaded. A majority of 50% indicated that the hdabiarely
attempted minimizing the amount of suppliers aspreduct group and 42.9% and 57.2% majority indidahat
often the hospital attempted emphasizing the inamme of the buyer supplier relationship and attechpt
minimizing maverick spending( purchasing outside threferred contracts) respectively. To an extend
implementation of these tools helped improve tivellef consistency and vice versa. these findirggdioms a
study by Rafael and Ernesto, (2002) and Cohen,8P@ich provides many tools for improving healjfstem
performance.

4.5. Problems facing procurement process

100% of the responded cited that the hospital lke&teugh staff to carry out procurement roles.d$ wbserved
that the procurement department had three (3) peetoEvery individual in this department was fatde do
extra different duties to meet the demands of #qgadment. The researcher found out that the iddaliwho
was in charge of goods verification from the sugpivas also in charge of releasing products tgtt@macy
and writing and issuing of local purchase ordersuppliers. In this case therefore, little or natcol was
exercised in the procurement process. In additefays occurred for such an individual had a lowofk to do.
These problems led to great levels of inconsistaficupplies in the hospital.

4.6. Recommendations for improvements of procurémercess
Respondents suggested for a committee to be fothweedwould oversee and evaluate all the supplieds a
prequalify them every six months, they pointed thatt the procurement process was left to certaliviguals.
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20% of the respondents cited that the procuremerteplures were bureaucratic and needed reviewhanee
flexibility and quick purchase of pharmaceuticalsem needed. Majority of the nurses felt that thecedures of
procurement where not clear, in that case therdfarg needed some training to help them to fullgarstand
them.

100% of the section heads/managers who gave thgonse pointed out that it was difficult to manége
stock levels and procurement process because ihetautomated thus led to un anticipated shortafe®cks.
Several loopholes led to embezzlement of fundswandecessary delays where experienced. They fatifth
automation was put in place it would eliminate sdeftays and improve the performance of the procargm
department. In addition, they needed more trainingl staff in relation to procurement.

The availability of funds needed to be addresseichpyove the operations of the procurement prodessause
in most cases funds were the major impedimentsrtely supply of pharmaceuticals. Moreover, as idiet by

CBS and MOH (2004), insufficiency of funds neededé¢ addressed by the government for in most dases
could not meet the demands of the hospital. THeviahg areas where indentified as the areas thadlee to be
addressed: reliability of suppliers, emergenctyKibr emergency cases, increasing the number afysement
staff and training of staff in relation to procurem. If these recommendations were addressed, sSigtency
would have been eliminated or minimized to neglgilevels and boost service delivery of the insititu

CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMEDATIONS
5.1 Introduction
This chapter deals with summary, conclusion andmenendations. Conclusions were drawn from the arswe
that the research sought to understand. Recomnienslatere based on the conclusions drawn whilesassg
the factors affecting consistency in supply of pmaceutical products in government hospital.

5.2 Summary

The study set out to establish the factors thactdfl consistency in supply of pharmaceutical prtedin
government hospitals, with a case study of Maratdjettict hospital. The research involved use oflitatave
and quantitative research method to achieve thectibgs. The researcher used both primary and dacpn
data. The sample size selected of 100 individuadsah42% response that formed the researcherdjatata

5.2.1 Summary of procurement process and its manaigie

The researcher found that the hospital had a dell:mented procurement process, which was not fully
observed. The procurement department was undemdtafth only thee personnel who were in chargelldha
hospital procurements. Mostly the hospital useduest)for quotations to procure pharmaceuticalsalside
direct tendering and open tendering. At times, éhgcurement procedures were not followed andteinsr
were used to obtain supplies. The researcher fthadsome supplies delayed while others were deld/en
time. However, in some cases, the suppliers naygplied at all the products ordered due to stodk-du the
market and un paid previous supplies made causddckyof funds in the hospital or delayed fundiRgcord
keeping was poor and manually done. Quality of potslwas good and at no time did the user depattraptt
them.

The researcher established that supplier relighititsupply and supplier service quality measureterms of
flexibility, responsiveness and availability wereykfactors considered in supplier evaluation; whasethe
hospital did not consider ISO certification of slipgs as an important factor. Other factors considencluded,
pricing, honesty and efficiency of the supplier.v@mment funding, donations and own collectionsene
hospital sources of finance. The source of finanod legal requirements greatly determined the timel
availability of supplies following the availabilitpf money and the required procedures observedrtswva
spending respectively.

5.2.2 Summary on influence of legal policy

It was evident that the legal policy requiremenéswureaucratic, lengthened the procurement precesked to
delays in obtaining supplies for the relevant pdaces had to be observed especially in obtainingspending
of money. Delays in obtaining A.l.LEs and their fimgd was a major challenge. However, the legal golic
requirements provided well-stipulated guidelinespablic procurement.
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5.2.3 Summary on methods of enhancing procuremestegures

The researcher identified that the institution vdmsng little on; contributing to research and depenent,
attempting e-procurement, optimizing the amountaftracts and suppliers as per product group. titiad,
the hospital often did attempt to; achieve high keiyge productivity, minimize the period from redeiy
purchase order to submitting the purchase ordéndosupplier, emphasize the importance of theioglship
with suppliers, and minimize maverick spending.

5.3 Conclusions

Procurement process was well documented as wasrdgwidth a 100% response, but was not fully obskrte
times short cuts were used in obtaining supplias; its management was wanting as indicated by 57#6eo
respondents. Short cuts were used to ensure repleant of stocks was achieved by evading the peocgnt
process. Stock records were not fully kept andréite of consumption was not closely monitored whéad to
stock outs due to delays in placing an order;whs evidently pointed out by the supervisors/masmgéro gave
their response. Operations of the procurement tiepat could not be any better due to the level of
understaffing observed. Inconsistency in supplylofrmaceuticals was widely experienced culminafiogn
bureaucratic procurement procedures and legal mements whereby 90.5% indicated that the legal
requirements lengthened the procurement proces3.4%b of respondents indicated frequent delays were
experienced in obtaining supplies, which was bezatfisdelayed funding, insufficient funding, ancddhge of
staff to carry out the procurement function as fdie in the findings in the previous chapter. Ldwyer
supplier relationship existed as indicated by 53%espondents. Lack of e-procurement which coultehaeen
fast, and stock-outs on the suppliers side or éngllobal market. It was evident the institution wa$ making
great efforts in using internal tools towards impng procurement performance for none was a cooé to
Training was also required to all stakeholdershi@a hospitals on matters of procurement for majawitythe
nurses and supervisors cited that they needed tnadnéng to boost performance.

5.4 Recommendations

To enhance consistency the study recommends tdithistry of Medical Services,

Ministry of Public Health and Sanitation, and otktakeholders to:

.Enforce the laid down procurement proceduredlih@spitals by conducting regular audits. It wagdent that

at times, the procurement procedures were not fofigerved and short cuts were used to ensure peoduc

reached the hospital.

ii.Ensure that all public health hospitals adequeesonnel, for the researcher identified thatelveere only three
procurement staff and the department had no orgtoiml charter. Mostly the head of departments toad
follow up on what their department needed.

iii.Reduce bureaucracy and try as would be pralskicéo minimize the lengthy legal requirements. dfiy of the

respondents cited that the legal requirements lgagthy and bureaucratic to follow.

iv.Increase budgetary allocation and facilitateefiynavailability of funds for use to the hospitatecause the
researcher identified that the funds channelechéohtospital were not enough and in most cases etklay
funding.

v.Instill and develop a culture of good buyer- digmprelationship in the hospitals. It was evidémit the buyer
supplier relationship was low and in most caseeethg@s no repeat supplier except KEMSA.

vi.Train all staff in the hospital on matters obpurement to enhance the performance of the prommefunction.

5.5 Suggestion for Further Research
i) There is need for a study to determine to whtred do all the hospital procurement players ustded the
procurement function.
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APPENDICES

APPENDIX |: QUESTIONAIRE

Dainiel Muia Mutua,

Jomo Kenyatta University of agriculture & Technojog

P.O. BOX 6200-00200,

Nairobi.

Mobile No. 0726 130 906

Dear respondent,

| am a student of the above mentioned University pursuing a Master’s Degree in Procurement andsliog.
I am requesting for candid information on the dttt questionnaire to facilitate my research ¢actors
affecting consistency in supply of pharmaceuticaldpcts in government hospitals: A case study Masag
district hospital”. Duly completed questionnaires can be handed baaieto

I look forward for your favourable response andeldge utmost confidentiality to information giverhanks in

advance for your time.

Yours sincerely,
DANIEL MUIA MUTUA
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QUESTIONNAIRE FOR DATA COLLECTION
The information that will be obtained from this questionnaire will purely be used

for writing research project and necessary confidentiality shall be accorded to it.

(Use ticks where appropriate)

PERSONAL AND GENERAL INFORMATION

1. Name of respondent {optional) ...

2. Gender: Male [ ] Female [ |

3. Age: (21-30) [] (31-40) [ ] (41-50) [ ] (51 & above)[ ]

4. Job Position: manager ] supervisor | | Nurse [ |
Pharmacist |:| Procurement officer |:| Accountant |:|

Others specify. ...

5. Work experience (years)

0-4 I:I 13-16 I:I

58 [ 1720 [ ]

9-12 [ ] 20 and over I:I
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1. Do you have an organizational chart of the procurement department?
Yes [ ] NO [ ]
2. If the answer to question 1 is yes, briefly outline
3. Do you have a well documented and elear procurement process?
Yes [ ] No ]
4. Is procurement process fully observed?
Yes |:| No |:|
If either yesino brefly outhne ...
5. what procedure does the hospital use to procure pharmaceutical products?
Open tendering ] Request for quotation [ ]
Restricted tendering ] Direct tendering |:|

Negotiated tendenng [ ]

Others speeity. ..o o e
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6. Who are the major hospitals pharmaceuticals suppliers?

Bl et
¥ TP
¥, ettt e et an s
7. Does the supplier/s deliver the product to the hospital premises?

Yes | | NO [ |

8. If the answer to question 7 1s ves, 15 delivery made on time?

Yes |:| No |:|

Briefly outline the reasons?....... ...
Q. If the answer to question 7 is no, how does the products reach the
hospital?
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11.  Does the delivery of goods correspond to the specifications given to the
suppliers?

If the answer 1s wyes, what are the reasons...........................

13.  What 1s your opinion in terms of quality of goods procured?
Good [ ] Fair [ Poor ||

14.  Invyour opinion, are all purchases made reach the hospital as dispatched by
the supplier?
Yes, [ ] No [ ] don’t know [ |

15.  If the answer to question 14 i1s no what really happens on transit of the

products from the supplhier? ... ...
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16.  Please indicate which is the most important factor while evaluating the
supplier’s

Performance (on the scale 1-not important; 3-extremely important)

Relability of delivery by our [ I e I e []

Suppliers

Suppliers’ service quality (measured in- |:| I:I I:I I:I |:|

terms of flexibility, responsiveness,

and availability)

Acquired certifications and qualifications D D D D D

(e.g. ISO certification)
17.  Please indicate and briefly explain other important factors that you use for

evaluation of supphlers, which are not mentioned above; ............................

18.  What is yvour source of finance?
Government |:| donors |:|
Own sources I:I All the above I:I

Any other specify ..o —————
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19.  Does the source of finaneing influence the timely availability of supplies

Yes [ ] No [ ]

20. If the answer to queston 19 15 wyes, please specify how?

21.  Are there cases where suppliers are requested to supply materials but

funds are not immediately available to pay them?

22,  If the suppliers are not paid in time they may most likely be unwilling to
react faster on future orders. This may cause delay in supply and hence stock-
outs. To what extent 1s this experienced?

Frequently [ | Sometimes | | Rarely [ |
23.  How do vou rate the relationship between the hospital and potential
suppliers?

Good [ ] Fair ] Poor [ ]

What could be the reasons for this relatonship? ..........................

24, In vour opinion, do vou believe that vour suppliers are satisfied?

Yes |:| No |:| Don’t Enow |:|
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B. INFLUENCE OF LEGAL. POLICY ON PROCUREMENT OF
PHARMACEUTICAL PRODUCTS
27. In which way do the requirements influence procurement process; in terms of

lengthening or shortening the procurement cyele?

28. Do you observe the government regulations to the later?

Yes |:| No |:|

Briefly explain. ... e

30. How does the legal regulations play in enhance procurement process?

31. Do the policies provide time lines for order fulfillment?

Yes |:| No |:|
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32. In your opinion do the government policies and regulations provide a concrete

ruideline on pharmaceuticals procurement?

C. METHODS OF ENHANCING PROCUREMENT POCEDURES

33. Please, indicate to which extent you agree or disagree with the following
statement:

The hospital is very much concerned about our suppliers® ability to fulfill their
contractual obligations.

Strongly agree ] Agree [] Neutral [

Strongly disagree [ | Disagree [ |

34. Please indicate, to which extent are the following internal tools used in the
hospital i order to merease the procurement performance

Level of usage Not  Rarely Qften Usually Core tools

We are attempting to Contribute
to R&D (e.g. by Suggesting [ ] [ ] [ ] []

better product available in

the market)

We are attempting to achieve

high emplovee productivity
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We are attempting to buy as
much as possible through ] [] ] [] []

¢-procurement auctions

We are attempting to mimmise

the time period from receiving [ ] [ ] [ ] [] [ ]

the purchase order to submitting

the purchase order to the suppher

We are attempting to optimise

the amount of contracts (e.g. per [ | [ ] [ ] [ ] []

product group)

We are attempting to mimmise

the amount of suppliers (e.g. per ] ] ] ] ]

product group)

We are attempting to emphasize

the importance of the relationship [ ] [ ] [ ] [ ] [ ]

with the supphers

We are attempting to mimmise

maverick spend (i.e. purchasing [ | [] [ ] [] [ ]

outside the preferred contracts)

51



Developing Country Studies www.iiste.org
ISSN 2224-607X (Paper) ISSN 2225-0565 (Online) /@'H.i.!
Vol.3, No.13, 2013 IIS'E

35. Do you have orgamzational service charter?

Yes [ ] NO [ ]

D. PROBLEMS FACING PROCUREMENT SYSTEM
36. Do vyou have sufficient staff to carry out procurement roles?

37. Are the procedures used in procurement simple and clear? .................

E. RECOMMENDATIONS FOR IMPROVEMENT OF PROCUREMENT
PROCESS k
38. What are vour suggestions on how the process can be improved?

THANEK YOU FOE YOUR PARTICIPATION
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