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ABHI URGES DEPARTMENT TO RETHINK PRIVATISATION OF NHS LOGISTICS

31 July 2006
The Association of British Healthcare Industries (ABHI) is calling on the Department of Health to rethink urgently the planned take over of NHS Logistics by American group, Novation.  

The plans would see the functions of NHS logistics and much of the function of the Purchasing and Supplies Agency (PASA) transfer to Novation in a contract worth £4.2billion, dealing a catastrophic blow to the UK medical technology sector. With purchasing based on the lowest price, rather than quality and value, Novation’s aim is to reduce the number of suppliers in the market.  As a result the future of many of the UK’s small and medium sized firms will be under threat. 

Director General of the ABHI, John Wilkinson said:

“These small innovative companies are forging the latest medical breakthroughs for patients, yet the Government’s NHS policy is going to send many of them into bankruptcy. Thousands of jobs are at stake and patients will miss out on the best available care.”
The ABHI are in favour of improving procurement in the NHS, however not at any price. John Wilkinson said;

“We would welcome a system of several purchasing organisations to provide contestability, not this proposed monopoly. And national purchasing is not always appropriate. Very often clinicians and users need to be involved more locally in decisions.”
The move will also involve the transfer of over 1400 public sector jobs to the private sector. With no guarantee that these staff will continue to be employed, public sector union Unison has threatened strike action in protest against the plans. 

The threat to the medical technology sector directly contradicts Gordon Brown’s Science Strategy and the Government’s Technology Strategy published by the DTI in April 2006, which identified medical devices as a priority sector. Unless the Department of Health rethinks its actions, it risks losing thousands of technology jobs just as other parts of Government are working to develop the sector. 

John Wilkinson said;

“In a single stroke, the Department of Health would ruin the hard work of Gordon Brown and the DTI to support small UK healthcare technology businesses.”
The contract to take over the £700m supply chain organisation NHS logistics was advertised in the Official Journal of the European Union (OJEU), and the Office of Fair Trading has issued a merger control clearance for its outsourcing. However it is unclear whether the OFT gave clearance on the full scope of the contract for both purchasing and distribution, and raises questions over the transparency of the tender process. 

NHS Logistics is a successful business, run on a collaborative platform on a not for profit basis. In contrast Novation will be incentivised on cost-saving grounds only. Changing the basis of the organisation in this way, to one focused entirely on cost savings risks losing the confidence of the sector at a crucial time in its development. 

John Wilkinson has written to Health Minister Andy Burnham to express his grave concerns for the future of the medical technology industry in the UK, but has yet to receive a response. 

· ends –

For further information please contact Andrew Harrison on 0207 400 4480

Notes to editors

Novation has stated that the agreement term is 10 years and that they hope to commence on 1 September 2006

The UK medical technology sector covers over 2,000 companies and over 90 per cent are small and medium sized enterprises. The sector has a positive balance of trade
SMEs employ less than 250 people or have a turnover less than £35m

