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DoH gives DHL and US purchasing giant Novation a mission to create a monopoly in NHS procurement

The Department of Health today announced its decision to go ahead with the outsourcing of the NHS Logistics Authority to DHL. Although not named in the DoH announcement it has been established that US purchasing giant Novation will perform the vital role of procurement of NHS supplies under this agreement. This deal will give DHL and Novation control of almost one third of a total NHS medical supplies and equipment market worth around £3.7bn a year. However, the DoH makes clear that DHL/Novation will be expected to increase that market share by as much as possible over the course of the 10 year contract.

The DoH have charged DHL with making savings of £1bn over 10 years, while DHL claims that it stands to make a further £1.6bn profit from the deal. This adds up to around a 12% cut in NHS procurement spend over the next 10 years, and there are fears that this will impact on the quality of service to patients.

ABHI Director General John Wilkinson has expressed grave concerns over this deal, 

“This is a bad day for patients and the NHS.  A very efficient and collaborative supply chain partner stands to be replaced by a purchasing organisation which will be focused on price and will restrict choice for patients and clinicians.  The UK is already established as a "slow, late adopter" of modern treatments and it is difficult to see how this transaction is going to improve matters. In most markets the competition authorities get uneasy when one player gets around 25% market share. Here we have a company which says that it has control of around 33% of the supply market to the NHS and is aspiring to achieve 80 to 90%. This will put DHL/Novation in a position of considerable power over hospitals and suppliers and could create a dangerously anti-competitive environment. This whole deal has been conducted in virtual secrecy with minimal consultation or parliamentary scrutiny, and with no evidence produced on how this new regime will benefit patients or the taxpayer”.

There are also serious concerns over the role of the US giant Novation in this deal. In the US Group Purchasing Organisations (GPO) such as Novation have come in for strong criticism for alleged anti-competitive practices and financial secrecy, and are the subject of an ongoing US Senate investigation. A recent report into GPOs by the International Centre for Corporate Accountability states,

“The GPO industry is a classic example of a highly concentrated oligopolistic structure, where a handful of companies control over 80% of the hospital supplies purchased through GPOs. This oligopolistic market structure has allowed these privately owned and controlled entities to extract excessive rates of return for their own benefit and to the detriment of their member hospitals.”
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Notes to editors

Department of Health announcement: http://www.gnn.gov.uk/environment/fullDetail.asp?ReleaseID=224615&NewsAreaID=2&NavigatedFromDepartment=False
The Association of British Healthcare Industries (ABHI) is the lead trade association for the medical devices and systems industry (manufacturers of medical devices, equipment and consumables and other suppliers to the medical community.  For further details contact 0207 787 3060 or visit www.abhi.org.uk
