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A. Introduction 


One of the key decisions reproductive health (RH) purchasers must make is whether to 
contract for goods directly with a manufacturer or contract through an intermediate source 
that is not part of the manufacturer’s formal sales network; for example, a United Nations 
supply service or local distributor. These “procurement options” and their several variations 
are discussed in Module 3. For the sake of clear communication, it is important not to 
confuse procurement options with procurement methods. A procurement method is the 
process a purchaser uses to reach an agreement with a seller; international competitive 
bidding, for example, is a procurement method. Procurement methods are discussed in 
Module 5.   


The material in this module is important because selecting and using a procurement option 
that is inappropriate for the RH purchaser’s circumstances can result in problems with 
quality, timeliness, and cost. 


The assessment described in this module is based on—and requires—an informal, iterative 
process; internal examination; and local knowledge. It is not a “benchmarking tool” or a 
“procurement capacity assessment” device, which are sophisticated programs designed for 
use by external sources to identify weaknesses and assess risk. Several of these 
procurement capacity assessment devices are included in this Toolkit in the Procurement 
Assessment Guide. 


The objective of the procurement options assessment described in this module is to help 
RH purchasers:  


• Evaluate what is possible for them. 


• Consider what is practical. 


• Look at who can/will do the work. 


• Examine cost implications. 


• Evaluate the most effective option. 


The work of Element 3 can begin only after product requirements are defined 
(Element 1). Ideally, formal specifications are available at this point (Element 2), but can 
be provided later if necessary. Element 3 concludes with a consensus on which options 
are appropriate for each product and a memo of advice to the budget preparation 
committee (Element 4).  
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Element 3 is an integral part of the program planning phase of the RH supply process, as 
shown in Exhibit 3-1.   


Exhibit 3-1 


Phase I—Program Planning: Element 3 


Three Phases Ten Elements 
Defining Reproductive Health Supply Requirements 
Specifications 
Assessment of Procurement Options 


I. Program Planning 


Budget, Funding, and Procurement Requisition 
Critical Link: Funded Procurement Requisition 


Procurement Planning 
Developing Bidding Documents and Inviting Offers 
Selecting Suppliers 


II. Procurement Process 


Contracts 
Critical Link: Signed Contract and Payment Guarantee 


Contract Performance and Monitoring 
III. Performance 


Delivery of Goods 
Critical Conclusion: Delivery and Acceptance of High-Quality Products 
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B. Learning Objectives 


At the end of this module, the reader will be able to:  


• Define direct and indirect procurement options and the variations under each. 


• Identify and assess possible procurement options. 


• Identify and assess practical procurement options. 


• Determine the most cost-effective option.   
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C. Components, Considerations, and 
Challenges 


 


1. Components 


Element 3 consists of a single component—an assessment of procurement options. The 
main activities of Element 3 include: 


• Research and investigation. 


• Evaluation of options.   


• Forming a management consensus.  


• Writing an advice memo to the budget committee.  


The relationship of Element 3 to the other elements in the program planning phase of RH 
supply is shown in Exhibit 3-1.   


2. Considerations 


The main considerations for Element 3 are: 


a. Overarching Principles of Quality and Timeliness  


Quality assurance (QA) practices vary depending on contracting practice and the 
procurement option. Quality is subject to variation based on source of supply, and 
timeliness can vary based on process and performance of the purchaser as well as 
performance at the source of supply. For more information, see Supplementary Topics, 
Section H: Product Quality Assurance. 


b. Critical Component: None 


There is no critical component in Element 3; that is, nothing is completely out of the control 
of the RH purchaser and nothing would entirely stop the supply of RH goods. 


c. Required Input From Other Elements 


• Items and quantities, as determined in Element 1. 


• Specifications, as determined in Element 2. 
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d. Key Decision Points 


• Whether to pursue a direct or indirect approach to procurement. 


Contraceptives are not produced locally (in most cases), so a decision to employ a direct 
approach would effectively require the RH purchaser to undertake an international process. 


e. Expected Output 


• Consensus on procurement options suitable for each product.  


• Memo of advice to the budget committee. 


3. Challenges 


Three main challenges are inherent in Element 3: 


• Understanding the procurement options and the implications of each. 


• An appreciation of what to evaluate and why. 


• Honest appraisal—even if findings are politically unflattering. 
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D. What Are the Options?  


For the RH purchaser, there are two main choices: a direct approach to procurement or an 
indirect approach to procurement, each with a number of variations. 


1. Direct Approach to Procurement 


The purchaser does business directly with the commercial marketplace; that is, a 
manufacturer or its representative, agent, or reseller (wholesale or retail), and sometimes a 
trading company. The contract is between the purchaser and the supplier based on detailed 
specifications and competitive pricing. The direct approach to procurement can be the most 
cost-effective option—depending on the fees charged by the private procurement agent 
(PPA). Modalities most applicable for RH goods include: 


• International competition: Standardized procedures used by the public sector 
for high-monetary-threshold transactions when there is more than one potential 
supplier. The procuring entity solicits offers either by advertising or requesting 
directly. International good procurement practices are required. Usually involves 
formal bidding documents, sealed bid response, public bid opening, award based on 
criteria stated in bidding documents, and opening a letter of credit (L/C) at an 
international bank. 


• International competition using a PPA: The PPA undertakes a procurement 
process on behalf of a procuring entity using competitive bidding procedures and 
may or may not select the winning bid. Award, contract, and financial arrangements 
are usually made by the procuring entity. Fees range from 3 to 15 percent, but may 
be offset by the reduced cost of the products. Good public-sector procurement 
practices (and the guidelines of most development banks) require a competitive 
process to select a PPA—which may be just as demanding as purchasing goods 
through direct competitive procurement. In addition, there must be a detailed 
contract with the PPA that spells out exactly what is to be done, rules to be 
followed, time limits, and deliverables. Once selected, however, a PPA may be used 
for numerous procurements. In addition, the performance of the PPA under this 
contract must be monitored by someone who understands what should be 
happening and when.  


• Sole-source procurement: Contracting without competition in cases in which 
there is only one supplier available or it is justified by an emergency situation.  
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• Small-scale national competition: Various competitive methods for low-
financial-threshold transactions in the local marketplace. Usually, offers are 
requested and prices negotiated. 


2. Indirect Approach to Procurement  
Purchasing activity is carried out through an intermediate organization. The purchaser is one 
step removed from the commercial marketplace; the contract is between the RH purchaser 
and an “intermediate” organization, and the purchaser normally pays a fee for the service. 
The indirect approach can be the more expensive option, due to service fees or when very 
small quantities are involved. Modalities most applicable for RH goods include:  


• International supply service: (1) United Nations agencies such as the United 
Nations Population Fund (UNFPA) and the United Nations Children’s Fund 
purchase standardized commodities in large quantities and supply them to various 
developing-country government institutions at cost plus a fee. (2) Private, nonprofit 
supply organizations purchase standardized products in large quantities and re-sell 
through catalogs at cost plus a fee to not-for-profit health care entities in 
developing countries. Examples of private, nonprofit supply organizations are the 
IDA Foundation (http://www.idafoundation.org) and Missionpharma 
(http://www.missionpharma.com). Government entities can use this option as well.  


The RH purchaser does not engage in a competitive process when contracting with 
these international supply services. No L/C is required; however, international 


supply services payment must be made in advance, with the order. The choice of 
manufacturer, formulation, configuration, packaging format, etc., is generally limited. 


• International procurement agency: United Nations and not-for-profit agencies 
involved in supplying standardized products also undertake procurement of special-
order items on behalf of RH purchasers, with similar terms and conditions, 
including the requirement for cash in advance in many cases. If procurement is 
financed under a development bank loan or credit (e.g., the World Bank), the 
procurement agency is considered to be an “agent” and must be chosen through a 
defined competitive process. 


• Parastatal procurement service: Procurement of goods, for a fee, for 
government entities. Various formats are encountered: Some parastatal agencies 
assume responsibility for everything through delivery of the goods, including 
selection of the supplier and contracting with the manufacturer under the agency’s 
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own name. Others carry out procurement tasks on behalf of a government entity 
up to the point of delivering sealed bids.  


• Regional buying alliance: Requirements from several different entities are 
combined and purchased in one transaction to take advantage of economies of 
scale. Requires a lead agency and financial support for administration (e.g., a fee). 
The Organisation of Eastern Caribbean States (OECS) is an example. 
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E. Centralized vs. Decentralized Procurement  


Whether to purchase centrally or delegate the procurement task to regional and local 
facilities is a system-wide financial control issue that is rarely decided at the RH program 
level. There are good arguments for both options: Centralized procurement allows for 
better management of national stocks and offers economies of scale. Decentralized 
procurement allows decision-making closer to the user level and (sometimes) faster 
resupply. In government systems, contraceptives and other items that must be imported are 
usually purchased at the central level, while common, low-cost drugs and medical supplies 
are purchased locally by regional or smaller facilities. This issue is discussed in 
Supplementary Topics, Section G: Procurement Models. It is not elaborated in this module. 
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F. Options Assessment  


The assessment should begin by asking which procurement options are currently being used 
and if they are satisfactory, and if not, why not. For example, products purchased through an 
international supply service might not be available with the RH program’s preferred 
packaging and labeling. Or, the fees for using a parastatal procurement service might be too 
high to be accommodated by the available budget. The material presented in this section will 
help RH purchasers look at the alternatives and decide on a course of action.  


1. What is Possible? 
International competitive procurement is the most complex of the options (discussed in 
Section D above); therefore, its requirements are used as an organizing framework for 
looking at what is possible. The “What is Possible?” table (Exhibit 3-3 on page 3-18) lists 
requirements and indicates which criteria are applicable to each of nine options in four 
areas: infrastructure, personnel, organization, and context for procurement. It also provides 
an indication of financial commitment for different options and makes an attempt at 
comparing risk. If it ultimately appears that a direct approach is possible, the next question 
that must be answered is: Is it practical? 


2. What is Practical? 
This section is written with the assumption that a direct approach to procurement is 


possible, although some of the information is applicable to indirect procurement as well. 
The information is subjective, asking RH purchasers to apply their personal knowledge and 
impressions to review issues that might limit the purchasing authority’s performance or the 
market’s perception of its competence and fairness. This section does not offer a 
comparative framework, but helps the reader make informed judgments by bringing to 
attention specific issues that might have a detrimental effect on the success of the 
procurement efforts.  


a. Functionality: Are there any issues that might affect the procuring entity’s 
ability to perform?  


On-time delivery requires competent on-time performance by the purchaser as well as the 
supplier. Similarly, QA is the responsibility of the purchaser as well as the supplier. A look at 
past history, current attitudes, and process bottlenecks will indicate system issues that might 
limit the purchaser’s performance: 
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• High-level resistance to good public-sector procurement procedures. 


• Multilevel approval process and long deliberations (including World Bank No 
Objection Certificate when required). 


• History of: 


– Exceptionally long regulatory licensing process.1 


– Protests lodged over award decisions. 


– Dispute resolution procedures (in contract documents) not supported 
by institutional policies/regulations. 


– Cancelled bids. 


– Bid processing delays; extension requests.  


– Funds to make payments against contractual obligations not released in 
a timely manner.2 


– Difficulty in carrying out contract administration responsibilities, such as 
inspection and acceptance procedures, quality control procedures, or 
review and issue of contract amendments. 


b. Effective Competition: Does the procuring entity have the ability to attract 
bids from major international suppliers?  


Reputable, reliable international suppliers are most likely to deliver fair prices and good 
quality, in the quantities and time frame needed. When considering an opportunity to bid, 
these suppliers must feel reasonably confident that: 


• An eventual contract would be worth the effort of preparing a bid—the total value 
is attractive, and the delivery schedule is feasible.  


• There are no major impediments to a successful transaction—they will get paid, 
will get paid on time, the contract will be satisfactory, there will be legal recourse 
in case of dispute, and regulatory licensing will not be a problem. 


• The contracting authority is competent and transparent—the bidding is not rigged, 
selection and award will be fair, the procuring entity will perform its 


 
1 A history of problems with regulatory licensing may indicate potential problems with every procurement option, not 
just those in the direct-approach category. 


2 A history of problems with timely funds release may indicate potential problems with every procurement option, not 
just those in the direct-approach category. 
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responsibilities, and the procuring entity will observe the time frame indicated in 
the bidding and contract documents.  


Reputation, past experience, and public facts about the current state of a government’s 
economic, legislative, political, and trade affairs contribute to the market’s perception of the 
purchaser’s competence and fairness. This is a very important issue because high contract 
values and an appearance of limited competence will sometimes induce large, regionally 
powerful suppliers to bid with the expectation of challenging any award decision not made 
in their favor. This scenario always causes delay and extra expense. 


Thus, RH purchasers must ask: Are there any factors that could limit the perception of our 
competence and fairness? Country-specific information about the quality of procurement 
systems is publicly available on various websites; some charge a fee, while others are free 
(for example, a World Bank country procurement assessment review or a Development 
Assistance Committee [DAC] benchmarking exercise for a specific country may be available 
on the Internet). Ideally, a government’s own public-access website is providing information 
about the legislative and regulatory framework that forms the legal basis for ensuring rights 
and responsibilities of participants in the procurement process. Information on regulatory 
licensing should be there as well. Bidding documents sold or otherwise provided to 
interested parties should be furnishing precise rules and requirements for specific 
procurement actions (including bid evaluation and award criteria) and expected contract 
conditions.  


3. Which Approach is Most Cost Effective?  
There is no easy, single answer to this question. It will change from situation to situation and 
product to product. Because of fees associated with indirect procurement, direct 
procurement is usually the least expensive option for large purchases. Any additional 
administrative costs related to direct procurement activity must be considered as well. 
However, indirect procurement may add value by obtaining lower product costs or assuring 
quality. 


Product cost is not the most important criteria for determining whether or not a 
procurement option will be “cost effective.” Quality must come first. Timeliness and 
satisfaction with all aspects of the product and anticipated transaction must also be 
considered. Delays, mistakes, replacement of substandard products, and damaged packaging 
all increase cost—after the procurement process has concluded. 
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4. Who Will Carry Out the Procurement Tasks? 
In a traditional setting, RH program personnel would be responsible for RH program 
planning tasks (Phase I, Exhibit 3-1), and a separate procurement unit would be responsible 
for the procurement process tasks (Phase II, Exhibit 3-1) as well as some of the 
performance tasks (Phase III, Exhibit 3-1). However, the work can be divided in any way that 
suits the situation as long as whoever is assigned to carry out the Phase II procurement 
process tasks has the skills and knowledge appropriate to the procurement option chosen. 
In the case of indirect procurement, administrative capabilities will usually suffice, but in the 
case of a direct procurement approach, more skills are required (specifics are detailed in the 
“Personnel” section on pages 3-20 through 3-22).   


5. Other Factors 
Several other considerations may affect the choice of a procurement option:  


• Length of time available: In cases of emergency procurement—for example, 
following a natural disaster—or unanticipated stock-out situations, the procuring 
entity may need immediate delivery or a very short turnaround. This is not the 
time to consider international competition, but perhaps a time to investigate 
procurement through an international supply service that stocks the required 
products. 


• Requirements of funder: In some cases, a funder will require that one or 
another product be purchased in a specified way; for example, purchasing condoms 
through a United Nations supply service rather than undertaking direct 
international procurement. 
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G. Options Evaluation and Consensus  


Evaluation of procurement options is an iterative rather than a structured process, which 
lends itself to roundtable discussion and group consensus. It is important to remember that 
the output is for information and guidance, with the exception of one decision: whether or 
not a direct procurement approach can be pursued, and under what conditions. In cases in 
which a direct procurement approach is not considered feasible, it should be 
firmly eliminated at this stage. 


If an organization does meet the criteria for a direct procurement approach (Section F.1 and 
Exhibit 3-3), and no substantial negatives are found (Section F.2), it should consider—by 
product or product class—which of four options would be most suitable: international 
competition, assisted international competition, sole source, or small-scale national 
competition. Other factors will enter into the consensus; for example, whether or not there 
is any local production or local enterprise to be considered. Are there more than one or 
two international suppliers?   


If the finding for a direct procurement approach is contingent on outside assistance (e.g., 
PPA, nongovernmental organization [NGO]-based technical assistance, etc.), this must be 
made very clear.  


In most cases in which a direct approach is considered feasible, an indirect approach should 
not be ruled out. As the supply process moves through budgeting and procurement 
planning/scheduling, additional information may come to light or circumstances may change. 
A mixed approach may produce the best results, considering different market conditions 
and purchasing environments. 
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H. Advice Memo 


The output from Element 3 will be a memo to the budget committee, advising them of a 
consensus on options that have been considered. A template for the memo is provided as 
Exhibit 3-4. 


As an example, an organization with hard currency and the desire to use direct 
procurement (but limited knowledge and experience) might consider something like the 
memo in the following exhibit. 


Exhibit 3-2 
 


Reproductive Health Supplies Memo 
 


To: Budget Committee, Reproductive Health (RH) Unit Date: January 08, 2009 
From: Procurement Program Management, RH Unit 
Subject: Advice on Procurement Options 
 
Pursuant to our meeting(s) of January 4–January 6, 2009, Program Management provides 
the following information and advice to the Budget Committee: 
 
Taking into consideration the requirements and potential limitations of both direct and 
indirect approaches to procurement for the RH supplies required in fiscal year 2010, we 
find: 
 
Direct approach to procurement is  Feasible     


   Feasible if assistance is provided 
     Not feasible 
 
Our suggestions for 2010 RH procurement are as follows: 
 
Condoms United Nations supply service requiring a 5 percent fee and cash in 


advance, managed by RH procurement/logistics staff due to high 
value and sensitive timeline. 


 
Oral contraceptives International competitive procurement by RH procurement/ 
(OCs) logistics staff, limited to World Health Organization prequalified 


producers/products. Technical assistance is required. 
 
Intrauterine devices National competition per suggestion of government funder.  
 Alternative: United Nations or nongovernmental supply service. 
 
Injectables International competitive procurement by RH procurement/logistics 


staff, et al. (Same as OCs.) 
 
Implants Sole-source central contract by administrative staff. 
 
Pharmaceuticals Small-scale local competition (local shopping) by decentralized RH 


units. 
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I. Reference Material 


1. Checklists and Forms 
The “What is Possible?” table, Exhibit 3-3, lists contracting options and indicates which 
criteria are applicable to each of nine options in six areas: infrastructure, personnel, 
organization, context for procurement, financial commitment, and QA risk factor. The 
criteria listed require some judgment but are basically objective and geared toward “yes” or 
“no” answers. Thus, a “Yes/No” column is provided for the RH purchaser to assess the 
options. “No” answers to any of the listed criteria would indicate that the options marked 
with “xxx” are probably not viable. Options showing any of the other x-symbols are 
weighted estimations of how important those requirements are, and indicate that they may 
be needed, but in a lesser degree. Following the table is a key describing the different levels 
of x-symbols and their meanings.   


   







 


Procurem
ent C


apacity T
oolkit 


3-18 


Exhibit 3-3: What is Possible? 3 
A


ssessm
ent of Procurem


ent O
ptions 


  Direct Options  Indirect Options 
CRITERIA Yes/No


  
Int’l 


Comp 


Private 
Procurement 


Agent 


Int’l 
Sole 


Source 


Small-Scale 
National 


Competition 


Int’l 
Supply 
Service 


Int’l 
Agency 


Parastatal 
Agent 


Buying 
Alliance 


Infrastructure                  
Access to foreign currency  xxx xxx xxx  xxx xxx x xxx 
Access to international banking  xxx xxx xxx  xxx xxx x xxx 
Access to the Internet  xx  xx  x x   
Access to int’l inspection/testing services  xxx  xx    x  
Access to customs clearing services  xxx xxx xxx  xxx xxx x xxx 


Personnel                  
Staff time and commitment  xxx x x xx    x 
Funding sufficient to support personnel  xxx   xx     
English or another business language  xxx x xxx  x   x 
Procurement knowledge and skills  xxx   xx     
Technical expertise/resources  xxx   xx     
Computer skills  xxx   x     
Technical assistance as needed  xxx        


Organization                  
Defined chain of authority  xxx xxx xxx xx     
Formal power to contract on its own behalf  xxx xxx xxx xx     
Scope for official cooperation with the NRA  xxx xxx xxx x xxx xxx  x 


Context for Procurement                   
Written procedures   xxx  xxx x     
Bidding documents and contracts  xxx  xxx x     
Separate evaluation committee  xxx x  (x)     
Mechanism for grievance/protest  x x  (x)     
Mechanism for publishing bids/awards  x x x (x)     


Financial Commitment           
Cash in advance      xxx xxx x x 
Fees payable   xxx   xxx xxx xxx xxx 
Procurement value range high high med-high med-low any med-high any any 
                       QA Risk Factor neutral neutral neutral increase decrease decrease increase decrease 
xxx = high requirement; xx = medium requirement; x = low requirement; (x) = ideal but not required; NRA = national regulatory authority 
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a. Details for “What is Possible?” Table 


Infrastructure 
Access to foreign currency 
When the currency of the seller’s country is different from the currency of the buyer’s 
country, there is risk that the difference in value—the exchange rate—will change between 
the time of the quote/offer and the time of payment. Someone has to assume this risk, and it 
is normal for the buyer to do this by contracting to pay in the currency of the seller’s 
country. Thus, buyers must be able to obtain foreign currency.   


Foreign currency is not a problem in developed countries, because banking institutions have 
fast access to all traded currencies, and exchange rates are universally available on a minute-
by-minute basis. Buyers often insure themselves against losses due to fluctuation in currency 
value by locking in an exchange rate as soon as a commitment is finalized by purchasing 
currency or a futures contract, for example.  


Access to foreign currency can be a problem in developing economies if national currencies 
are not widely traded on the international currency market. In this case, national banks must 
rely on foreign exchange reserves, which are often limited. Limitations are passed on in 
many forms, including lottery arrangements and restrictions on how much, if any, foreign 
currency a person or entity may obtain within a specified period. 


Access to international banking 
There must be a way for a buyer in one country to pay a seller in another country without 
hand-delivering cash. And, sellers often want some kind of guarantee that they will be paid, 
before they commit manufacturing resources. The international banking system provides 
both through various means, the most common being a commercial L/C. An L/C is a 
guarantee by a bank that it will pay the seller upon receiving proof that it (the seller) has 
performed according to the terms stated in the L/C. The bank holds collateral deposited by 
the buyer and acts as an independent third party. Confidence in the bank’s financial viability 
and credibility is a cornerstone of this payment modality.   


Most international contracts that use L/Cs or similar financial tools require the modality to 
be opened with a reputable, regulated international commercial bank, often in the seller’s 
country. National banks in developing countries usually do not qualify. However, some 
commercial banks in developing countries have correspondent relationships with major 
international banks, which make it possible for them to carry out the required services, or 
there may be a branch of a major international bank operating within the country. 
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The problem comes when (a) a government requires its procuring entities to use its 
national bank, or (b) there is no commercial bank with the kind of correspondent or branch 
relationship mentioned above. 


Access to the Internet 
International commerce uses the Internet in one way or another: for information; for 
communication; and lately, for banking, procurement, and inventory control systems. While 
not strictly required, lack of access to the Internet is a significant handicap for procuring 
entities. 


Access to international inspection and testing services   
The quality and safety of contraceptives and essential medicines is a critical concern. The 
World Health Organization (WHO) recommends preshipment inspection and testing by an 
independent third party for all condom shipments (see Section I.2.b), and for other 
commodities under certain circumstances and to a different degree. In some cases, 
developing-country governments require their procuring entities to use national or 
government inspection and testing entities, although they may not be equipped for or 
trained sufficiently to provide the specialized services required. 


Access to customs clearing services  
All goods arriving at an international border must be released by the customs service for 
entry into a country. Delays in processing the required paperwork and procedural mistakes 
can be costly for an RH program, as demurrage (storage) charges begin to accrue after only 
a few days. In addition, goods may be at risk of damage or theft during this period. It is best 
for the RH purchaser to hire an experienced customs clearance agent. Since time is of the 
essence, contractual agreements should be in place well before goods arrive, providing a 
window to resolve any problems that might come up (for example, compliance with 
government requirements). 


Personnel 
Staff time and commitment 
The procurement cycle for contraceptives is around 12 months, but may be as long as 18 
months. Staff must be available throughout this period to take care of the required tasks. 
The actual days/hours required depends on the procurement option chosen and the number 
of separate procurement contracts involved. A single international competition requires a 
substantial investment of time and focus that can amount to a full-time job for several weeks 
during the initial stages and again after bids are opened. With the caveat that there are huge 
differences from organization to organization and between people, a starting estimate might 
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be one-half to three-quarter time on an annual basis for one person with relevant 
experience and commitment to the task. 


Funding sufficient to support personnel  
See above. Salary and office facilities for two people might cover procurement tasks for a 
full complement of RH supplies. 


English or another business language 
Any international transaction will require some communication in a commonly used 
language. The one exception might be procurement through a United Nations agency with a 
presence in the country, since at least part of the United Nations staff will be bilingual. The 
more sophisticated the transaction, the more the requirement for a common business 
language. International competition cannot be undertaken without the capacity for clear 
communication, both spoken and written.  


Procurement knowledge and skills 
What would we need to know to undertake procurement on our own behalf; that is, to use a direct 
approach to procurement?   


• Procurement cycle. 


• Principles of good public-sector procurement. 


• Policy and procedures: 


– Procurement methods. 


– Eligibility criteria. 


– Local regulatory requirements and environment. 


– QA mechanisms.  


– Advertising rules and time limits. 


– Rules on participation (bidding).  


– Bidding documentation and technical specifications. 


– Standard conditions of a contract. 


– Submission receipt and opening of bids. 


– Complaint review procedures. 


– Rules on qualitative selection (criteria and award). 
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What would we need to do? 


• Assist with cost estimates. 


• Carry out prequalification, if necessary.  


• Develop bidding documents, including conditions of the contract.  


• Evaluate bids.   


• Conclude the contract.  


• Initiate the L/C. 


• Monitor contract provisions (including payment, transport, delivery, and customs 
entry). 


• Initiate inspection/testing as appropriate. 


Technical expertise/resources 
Specifications, written in the technical language of the industry and presented in a widely 
accepted format, are very important to the success of a procurement effort, as is an 
informed evaluation of technical offers and inspection/testing reports. Most procuring 
entities do not have the depth of in-house expertise needed to ensure that these matters 
are adequately covered, but instead, arrange for access to appropriate resources. 


Computer skills 
While it is possible to prepare procurement documents on a typewriter, widely used 
international bidding and contract documents assume modern word processing capabilities. 
Standard clauses and standard formats are copied to a new file where the user fills in 
particulars. Bidding documents, in particular, are lengthy, so any attempt to produce one on 
a typewriter would require many hours of work. Evaluation and comparison of bids can also 
be streamlined by using a computerized spreadsheet (for example, Microsoft Excel). 


Technical assistance as needed 
Guidance and training may be necessary in order to make a direct approach to procurement 
possible. Interest and desire—as well as management approval—must be present as well. 


Procurement technical assistance is sometimes available through an NGO or donor 
program, through a consulting contract, or it may be included in the services of a PPA. An 
outside assessment should determine the exact needs. 
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Organization 
Defined chain of authority  
A procuring entity needs a defined chain of authority in order to have its many actions 
supported and/or validated, to know where its responsibility begins and ends, and to know 
to whom it should look for components of the supply process that are out of its mandated 
performance area.  


In Western business and government, the organizational chain of authority is often captured 
in an organizational chart (organogram) that shows the various levels and divisions of 
responsibility and their relationships to one another—the larger the organization, the more 
complex the chart. A summary version showing only the main elements is usually prepared 
for public consumption, while detailed charts for each unit are used internally to define 
reporting lines and authority for decisions. Beyond that, job descriptions specify who is 
supposed to do what and to whom each position should look for management decisions and 
authority.  


Formal power to contract   
The procuring entity must be authorized to contract and commit funds on behalf of the 
organization it represents. A formal delegation of financial powers is used for this purpose in 
some government structures. This specifies financial thresholds at which authority moves to 
the next level up or down. 


Scope for official cooperation with the national regulatory authority 
The national regulatory authority (NRA) (or drug regulatory authority) in every country 
undertakes some type of licensing or registration process to protect the population from 
unsafe pharmaceuticals, contraceptives, and medical devices. Some NRAs also use this 
process to protect locally manufactured products from competition with imports. 


NRAs bar unlicensed products from entering their countries and look to national customs 
services for enforcement. Regulatory licensing procedures can be complex, lengthy, and 
expensive for the manufacturer, so those without an existing presence in a country are 
reluctant to begin the process until and unless a contract is assured. Given the time it can 
take for licensing, this issue threatens timely delivery and limits competition.  


RH procuring entities must be able to communicate with NRA personnel in order to 
provide accurate information about registration requirements in bidding documents. They 
also need to stay current on products that are already registered and make sure 
procurement specifications reflect current regulatory requirements. Typically, the NRA has 
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a great deal of autonomy within a Ministry of Health and is often not openly approachable; 
thus, sanctioned access can be very important.  


Context for good public-sector procurement  
Written procedures 
Written procedures help to ensure a smooth procurement process and consistent 
application of rules and guidelines, as well as a standardized interpretation. It is 
recommended that written procedures be formally documented as standard operating 
procedures (SOPs). SOPs provide a clear set of instructions, or steps, for procurement 
personnel to follow to ensure the procurement process is implemented in compliance with 
legislative and regulatory requirements and in keeping with good procurement practices. See 
Supplementary Topics, Section L: Standard Operating Procedures, for additional information 
on SOPs. 


Bidding documents and contracts 
Standard bidding documents and contracts reflecting the principles and procedures of good 
public-sector procurement should be available to the RH purchaser and to others on a 
public access website—particularly if a government organization is the RH purchaser. The 
availability of standard documents speeds the process for purchasers and helps to make sure 
that everything necessary is incorporated. For suppliers, publicly available documents 
provide assurance of the contracting entity’s competence and ethics. 


Separate evaluation committee 
The individuals who evaluate offers and select the winning bid should be separate from the 
procurement personnel who develop bidding documents and run the competitive process. 
This helps to discourage corrupt, fraudulent, and unfair practices.  


Mechanism for grievance/protest 
Bidders that feel the procurement process has not been fair must have a way to be heard 
and the charges evaluated. This enhances the market’s confidence in the contracting 
authority and tends to discourage corruption as well. 


Mechanism for publishing bids and awards  
Publishing bids serves to increase competition through wide circulation of bidding 
opportunities. Publishing awards serves to notify unsuccessful bidders. Both tend to 
discourage corruption, collusion, and other fraudulent practices through public disclosure.  







3 Assessment of Procurement Options 
 


Procurement Capacity Toolkit 3-25 


Financial commitment 
Cash in advance  
Cash in advance in hard currency is required by United Nations agencies and some other 
supply services. Some governments and NGOs have strict regulations that do not allow 
payment of cash in advance. This is a point for investigation when assessing different 
procurement options. 


Fees payable 
Nearly all indirect-approach procurement options require payment of fees in one form or 
another to cover administrative costs incurred by the intermediary. (The exception is 
government stores.) A direct approach assisted by a PPA will also require payment of fees. 
These fees may increase overall product cost and will need to be considered when assessing 
procurement options. The fees may be offset by lower product or internal costs. 


Procurement value range 
Some procurement options are appropriate for high values, others for low or medium 
values, based on the amount of work involved. For example, international competition is 
usually reserved for high-value procurement because it is labor intensive.  


QA risk factor 
The relative risk of receiving less-than-optimum quality products is estimated across the 
nine options based on proximity to the manufacturer and an assumed (or known) level of 
routine QA performed by the original purchaser. A “neutral” notation indicates that the 
relative risk is not inherent in the option; it will depend on the RH purchaser’s actions. 
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Exhibit 3-4 


Reproductive Health Supplies Memo Template 
 


Reproductive Health Supplies Memo 
 
To:         Date:  
From: Procurement  
Subject:  
 
Pursuant to our meeting(s) of _________________________, _______________________ 
provides the following information and advice to __________________________________: 
 
Taking into consideration the requirements and potential limitations of both direct and 
indirect approaches to procurement for the reproductive health (RH) supplies required in 
fiscal year ____, we find: 
 
Direct approach to procurement is  Feasible     


   Feasible if assistance is provided 
     Not feasible 
 
Our suggestions for ____ RH procurement are as follows: 
 
Condoms  
 
 
 
Oral contraceptives  
 
 
 
Intrauterine devices  
 
 
 
Injectables  
 
 
 
Implants  
 
 
 
Pharmaceuticals  
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2. Websites 
a. Good Public-Sector Procurement 


Guidelines—Procurement Under IBRD [International Bank for Reconstruction and 
Development] Loans and IDA [Foundation] Credits (International Bank for 
Reconstruction and Development/World Bank, 2004) lays down the precise rules 
and procedures to be followed in procurement of goods financed through World Bank 
programs and projects. It is typical of good public-sector procurement.  


http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-
2004.pdf 


World Bank Standard Bidding Document: Procurement of Health Sector Goods 
(revised August 2008) is intended for purchasers to use in soliciting bids for supply of 
pharmaceuticals, vaccines, condoms, nutritional supplements, and oral and injectable 
hormonal forms of contraception through international competitive bidding. It includes 
clauses necessary to ensure product quality and safety, as well as addresses requirements 
for licensing by the NRA.   


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:21890171~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266~isCURL:Y,00
.html 


Organisation for Economic Co-operation and Development (OECD)/DAC 
Guidelines and Reference Series: Harmonising Donor Practices for Effective Aid 
Delivery—Volume 3: Strengthening Procurement Capacities in Developing Countries 
(2005) is an agreed international standard for national procurement systems and their 
assessment (The Johannesburg Declaration, 2004). 


http://www.oecd.org/dataoecd/12/14/34336126.pdf 


Methodology for Assessment of National Procurement Systems (OECD/DAC, 
Version 4, 2006) is a benchmarking and assessment tool for public procurement systems 
(The Paris Declaration, 2005). 


http://www.oecd.org/dataoecd/1/36/37130136.pdf 



http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf

http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://www.oecd.org/dataoecd/12/14/34336126.pdf

http://www.oecd.org/dataoecd/1/36/37130136.pdf
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b. Inspection and Testing 


The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/UNFPA/Joint United Nations Programme on HIV/AIDS [UNAIDS], 
2003)  
This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of QA for condoms consistent 
with high-volume purchases, the needs of different populations, harsh environmental 
conditions, and the probability of less-than-ideal storage conditions. It recommends the 
prequalification of primary manufacturers and lot-by-lot compliance testing prior to shipping 
condoms from the country of manufacture. The document also provides a list of 
manufacturers and testing laboratories for informational purposes only. Appearance on this list 
does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


c. Access to Country-Specific Information 


• Example of a public-access government website  
A full listing of Government of Bangladesh procurement-related documents may be 
accessed at http://www.cptu.gov.bd/, or enter through http://www.bangladeshgov. 
org/ and choose Ministry of Planning; Central Procurement Technical Unit. 


• World Bank country procurement assessment reports 
Available to the public at http://web.worldbank.org/WBSITE/EXTERNAL/ 
PROJECTS/PROCUREMENT/0,,contentMDK:20108359~menuPK:84285~pagePK:8
4269~piPK:60001558~theSitePK:84266,00.html. 


• Example of a fee-based country information website 
International Strategic Analysis is a provider of international market analysis, 
economic forecasting, and country intelligence for many of the world’s leading 
companies, organizations, and governments. 
http://www.isa-world.com 



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/

http://www.cptu.gov.bd/

http://www.bangladeshgov.org/

http://www.bangladeshgov.org/

http://www.isa-world.com/
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d. Supply Services and International Agencies (examples) 


• Crown Agents is an international company providing services and training in 
multiple areas, including procurement.  
http://www.crownagents.com 


• The IDA Foundation is a not-for-profit supplier of essential medicines and medical 
supplies.  
http://www.idafoundation.org 


• UNFPA operates a global procurement service for public-sector purchasers of 
contraceptives and related products. 
http://www.unfpa.org/procurement/index.htm  


e. Buying Alliance (example) 


The OECS Pharmaceutical Procurement Service is an example of a self-financing public-
sector buying alliance (limited to countries comprising the OECS). It covers its operating 
costs from a 15 percent surcharge.  


http://www.oecs.org (click on pharmaceutical procurement services) 



http://www.crownagents.com/

http://www.idafoundation.org/

http://www.unfpa.org/procurement/index.htm

http://www.oecs.org/
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J. Learning Evaluation 


1. What are the two main procurement approaches a purchaser can consider when 
evaluating procurement options? 


2. Under a direct approach to procurement, what procurement options are most 
applicable for RH commodities? 


3. Under an indirect approach to procurement, what procurement options are most 
applicable for RH commodities? 


4. What are the four main categories of criteria a purchaser should evaluate when 
determining whether a direct procurement approach is possible? 


5. What are the two main categories of issues a purchaser should consider when 
determining whether a direct procurement approach is practical? 


6. Which procurement approach is often more cost effective? 


7. What other considerations may affect the choice of a procurement option? 
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Learning Evaluation Answers 
1. The two main approaches to procurement are the direct approach and the indirect 


approach. See Section D. 


2. The procurement options most applicable to RH commodities under the direct 
approach are international competition, international competition using a PPA, sole-
source procurement, and small-scale national competition. See Section D.1. 


3. The procurement options most applicable to RH commodities under the indirect 
approach are international supply service, international procurement agency, parastatal 
procurement service, and regional buying alliance. See Section D.2. 


4. The four main criteria that should be evaluated when determining whether a direct 
approach is possible are infrastructure, personnel, organization, and context for 
procurement. See Section F.1. 


5. The two main issues a purchaser should consider when determining whether a direct 
approach is practical are functionality and effective competition. Functionality addresses 
whether there are any issues that might affect the procuring entity’s ability to perform. 
Effective competition addresses whether the procuring entity has the ability to attract 
bids from major international suppliers. See Section F.2. 


6. The direct procurement option is often more cost effective. See Section F.3. 


7. Other considerations that may affect the choice of a procurement option are who will 
carry out the procurement, length of time available, and requirements from the funder. 
See Sections F.4 and F.5. 
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K. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. The procurement organization implemented an assessment of procurement 
options for procuring RH commodities. 


2. Percentages of procurement value that were direct procurements and indirect 
procurements. 


3. Percentages of procurement value that were procured at the centralized and 
decentralized levels. 
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L. Glossary and Acronyms 


Agent A supply term for an independent contractor 
authorized by a manufacturer to promote and sell 
the manufacturer’s products within a designated 
geographic area. Often, an agent will contract to 
represent several manufacturers of noncompeting 
products. 


AIDS Acquired Immunodeficiency Syndrome. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification and 
specific terms and conditions. Bids are submitted 
to an intending purchaser by an intending seller in 
response to an Invitation for Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Centralized 
procurement 


The government owns, funds, and manages the 
supply chain for the public-sector health system. 
Procurement is conducted at the central level.  


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing A methodology of prescribed inspection and 
testing procedures applied to a product to ensure 
the product meets its defined specifications 
and/or performance requirements. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit focuses 
on one element. 
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Contract An agreement entered into by two parties for the 
execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Correspondent 
relationship 


An affiliation that a local developing-country bank 
establishes with a major, international bank that 
allows the local bank to expand its availability to 
implement international financial transactions, 
such as letters of credit. 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Customs clearance 
agent 


A licensed professional agent appointed by an 
importer to clear a shipment (consignment) 
coming from abroad through the port and 
customs authorities. 


DAC Development Assistance Committee: Currently 
working to strengthen procurement capacities in 
developing countries under the auspices of the 
World Bank and the Organisation for Economic 
Co-operation and Development. 


Decentralized 
procurement 


Different levels of responsibility for procurement 
are handled by the provincial, district, municipal, 
or even the facility level. 


Demurrage charges Charges assessed against the consignee 
(purchaser) by a carrier, shipping agent, or 
customs agent for delay beyond the time allowed 
or agreed upon for unloading and/or removal of 
goods from port facilities. 


Direct procurement Purchaser contracts for goods directly with a 
manufacturer or its representative. 


Drug regulatory 
authority 


Same as national regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 
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Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity A business and legal term to describe something 
that exists and functions as a separate and distinct 
body (e.g., a corporation, Ministry of Health, or 
committee). 


Financial threshold Monetary division used to trigger an action or 
requirement. (Procurement method selection is 
often tied to financial thresholds.) 


Forecast To calculate beforehand. 


Formulation The amounts of active ingredients per tablet. 


Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


HIV Human Immunodeficiency Virus. 


IDA Foundation Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists. 


Indirect 
procurement 


Purchaser contracts for goods through an 
intermediary that has or will purchase directly 
from a manufacturer. 


Injectable Injectable contraceptive. 


International supply 
service 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished. 
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L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Lot-by-lot Applicable to each manufacturing lot (batch). 


Manufacturer’s 
(Bidder’s) 
representative 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


Missionpharma Supplies generic pharmaceuticals and medical 
devices to governments, United Nations agencies, 
and nongovernmental organizations in developing 
countries. 


NGO Nongovernmental organization: Usually involved 
in providing services to or alongside government 
entities. Often financed through projects using 
donor funds. 


No Objection 
Certificate 


Issued by a manufacturer or a government when 
goods to be imported into a country are already 
manufactured in that country. States that there is 
no objection to the goods being imported. 


NRA National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended for 
use in the country are safe, potent, and effective. 


OC Oral contraceptive. 
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OECD Organisation for Economic Co-operation and 
Development: An international organization 
helping governments tackle the economic, social, 
and governance challenges of a globalized 
economy. 


OECS Organisation of Eastern Caribbean States: Nine-
member group that promotes cooperation in 
defense issues, international diplomacy, and 
economic policies. 


Offer Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Packaging The primary wrapping and marking of a product. 


Parastatal Self-supporting, quasigovernmental organization. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


PPA Private procurement agent: Undertakes a 
procurement process on behalf of a procuring 
entity using competitive bidding procedures and 
may or may not select the winning bid. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Procurement cycle The repeating sequence of steps in a 
procurement process, generally starting at the 
initial planning phase and ending at possession of 
the goods. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 







3 Assessment of Procurement Options 
 


Procurement Capacity Toolkit 3-38 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


RH Reproductive health: A state of complete physical, 
mental, and social well-being—not merely the 
absence of disease or infirmity—in all matters 
relating to the functions and processes of the 
reproductive system. Reproductive health implies 
that people are able to have a satisfying and safe 
sex life and that they have the capability to 
reproduce and the freedom to decide if, when, 
and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Sealed bids A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


SOPs Standard operating procedures: Provide a clear 
set of instructions, or steps, for procurement 
personnel to follow to ensure the procurement 
process is implemented in compliance with 
legislative and regulatory requirements and in 
keeping with good procurement practices. See 
Supplementary Topics, Section L: Standard 
Operating Procedures, for additional information. 


Specification A definitive description of the commodity to be 
procured. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 
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Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNAIDS Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic.  


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive health, 
including family planning and sexual health, to all 
couples and individuals. Operates a global 
procurement service for public-sector purchasers 
of contraceptives and related products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


United Nations 
Children’s Fund 


A semiautonomous United Nations agency 
working for sustainable human development to 
ensure the survival, protection, and development 
of children. Operates a global supply service that 
contracts with manufacturers for large quantities 
of vaccine and other products which it then 
supplies in smaller quantities to individual clients 
in the public sector on a reimbursable, but not-
for-profit basis. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 
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World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


This module covers Element 8 of the reproductive health (RH) supply process. It describes 
the activities that begin after a supplier has been selected (Element 7) and concludes when a 
contract is signed by both the purchaser and the seller, and payment guarantees are in place. 
It is the final step in the procurement process phase of the RH supply process. 


The signed contract is important because it becomes the legally binding document between 
the purchaser and the seller that identifies: 


• Product specifications. 


• Delivery requirements. 


• Performance obligations of both parties. 


• Legal recourse for the parties involved in case of lack of performance or disputes. 


This module includes information on the contract types that can be used in public-sector 
procurement, special contract provisions for RH commodities that help ensure high-quality 
products are provided by the seller, and the contract award process and payment methods.  
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Identify basic contract types, their key features, and conditions under which they 
are used. 


• Describe the purchaser’s responsibilities in selecting and preparing contracts. 


• Describe the purchaser’s responsibilities in awarding contracts and arranging 
payment.
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C. Components, Considerations, and 
Challenges 


1. Components 
Element 8 consists of two main components: selecting the contract type appropriate to the 
procurement circumstances, and processing the contract award and payment requirements. 
Some activities are carried out by the RH purchaser; others are performed by the seller 
(supplier). 


a. Primary Activities Required by the Reproductive Health Purchaser in 
Element 8 Include: 


• Selecting and preparing the contract type appropriate for the procurement. 


• Awarding the contract (under the direct procurement option). 


• Reviewing the supplier’s contract (under the indirect procurement option). 


• Making payment arrangements.  


b. Components of Element 8 Dependent on the Seller Include: 


• Contract signature. 


• Contract award (under the indirect procurement option). 


• Performance security submission (if required). 


2. Considerations 
The main considerations for Element 8 are: 


a. Overarching Principles of Quality and Timeliness 


• Contract should include quality assurance (QA) provisions to help ensure that 
quality RH commodities are procured. 


• Contract should include delivery requirements to support RH program 
implementation. 


b. Critical Component: Signed Contract 


Without a contract signed by both parties, the production and supply of RH commodities 
will not proceed. 
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c. Required Input From Other Elements 


• Product specifications, as determined in Element 2. 


• Delivery requirements and terms and conditions from bidding documents 
developed in Element 6. 


• Selection of the supplier, as determined in Element 7. 


d. Key Decision Points 


• Type of contract to use. 


• QA provisions to add to the contract in addition to those included in the 
solicitation exercise. 


e. Expected Output 


• Signed contract. 


• Payment guarantee in place. 


3. Challenges  
The main challenges inherent in Element 8 are: 


• Determining the contract type that is appropriate for the procurement. 


• Ensuring the contract contains the necessary provisions required to obtain a high-
quality product and adequate protection against a supplier’s lack of performance. 


• Timely contract award. 


• Timely contract payment arrangements. 
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D. Contract Types and Use 


There are a wide range of contract types available to the purchaser that provide varying 
degrees of flexibility in procuring products and supplies. These contract types are generally 
grouped into two broad categories: fixed-price contracts and cost reimbursement contracts. 
The key features of each contract category are listed below. 


1. Fixed-Price Contract 
• The commodity price is not subject to any adjustments. 


• Maximum risk and full responsibility for all costs and resulting profit rest on the 
supplier. 


• Provides maximum incentive for the supplier to control costs and perform 
effectively. 


• Used when a sealed bid process is implemented and when procuring commercial 
commodities and supplies. Often, the preferred method of contracting for large 
public-sector procurements. 


2. Cost Reimbursement Contract 
• Provides for payment of allowable incurred costs to the extent allowed in the 


contract. 


• Establishes an estimate of total cost and a cost ceiling the supplier may not exceed. 


• Places the least cost and performance risk on the supplier. 


• Suitable for use when uncertainties in contract performance do not permit 
accurate cost estimates. Not used for procuring commercial commodities.1 


See Section I.2 for websites that provide additional information on fixed-price and cost 
reimbursement contracts.   


                                                 
1 See http://www.ohiou.edu/ptac/downloads/Contract_Types.pdf, page 1: Contract Types.  



http://www.ohiou.edu/ptac/downloads/Contract_Types.pdf
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E. Contract Selection and Preparation 


As discussed in Module 3, the two basic procurement options available to the purchaser are 
a direct approach to procurement and an indirect approach to procurement. The type of 
contract the purchaser will use (fixed-price or cost reimbursement) will depend to a large 
extent on the procurement option and procurement method chosen by the purchaser. 
Under most procurement methods, given the commercial nature of RH commodities, a 
fixed-price contract is traditionally used, as illustrated in the following table. 


Procurement Options 
Direct Procurement Indirect Procurement 


Procurement Method Contract Type 
Procurement 
Organization Contract Type 


International 
competitive bidding Fixed-price International supply 


service Fixed-price 


Private procurement 
agency 


Fixed-price or cost 
reimbursement 


Private supply 
organization Fixed-price 


Sole source Fixed-price International 
procurement agency 


Fixed-price or cost 
reimbursement 


Request for Quotation Fixed-price   


Shopping Fixed-price   
 


The following sections discuss contract type and contract preparation under these 
procurement options and methods.   


1. Selecting the Contract Type for the Direct 
Procurement Approach 


Under a direct procurement approach, the purchaser contracts directly with a supplier or 
the supplier’s formal sales network to purchase RH commodities. Fixed-price contracts are 
most commonly used for RH commodity procurement. However, variations to this contract 
type, such as an indefinite quantity contract, can be considered for special circumstances.   


a. Fixed-Price Contract 


RH commodities are commercially manufactured items, and the supplier is able to 
determine production costs and profit margins at different quantity levels with reasonable 
certainty. This allows the manufacturer to offer fixed prices for RH commodities with 
minimal risk. In the procurement example provided in the preceding modules—large-volume 
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RH commodity procurement through international competitive bidding (ICB)—a fixed-price 
contract is used. 


In this environment, the fixed-price contract is the preferred contract type for the 
purchaser to use since it places full responsibility for all costs on the supplier and provides 
the most incentive for the supplier to control costs and perform effectively, thus maximizing 
its profit.  


If a purchaser knows there is potential for additional quantities in the future, but the budget 
is not yet available, an option may be structured in the contract. An option is an additional 
quantity or period in a contract that can be exercised or executed at the buyer’s discretion. 
An option in a fixed-price contract identifies the RH commodity, quantity, fixed price, 
exercise date, and the delivery date. The key to the option is the exercise date; the exercise 
date identifies the latest date on which the option needs to be executed for it to become 
effective. In selecting an exercise date, the purchaser should take into account the date 
when funds will be available and the lead time of the supplier. If the purchaser attempts to 
execute the option after the exercise date, then the fixed pricing may be subject to change, 
as well as the supplier’s lead time.  


An option is advantageous for the purchaser because the price is fixed, allowing for more 
accurate budget planning and the avoidance of price fluctuations. However, if the market 
price for the commodity has decreased or the supplier has not been meeting its contractual 
commitments, then executing the option may not be in the best interest of the purchaser.    


b. Indefinite Quantity Contract (Framework Contract) 


This type of contract allows the purchaser to order an indefinite quantity of a product 
within a fixed period. The fixed period can be for 1 year or multiple years. The contract 
usually specifies a minimum and a maximum quantity the purchaser may order and stipulates 
the product price at different quantity order levels. The indefinite quantity contract, also 
referred to as the framework contract, has established terms and conditions that are 
applicable to each order a purchaser places with the supplier during the fixed period of the 
contract. An indefinite quantity contract is often used when the purchaser cannot 
predetermine, greater than the minimum amount, the precise number of commodities that 
will be required during the contract period.  
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2. Contract Preparation for Direct Procurement 
Methods 


Under the direct procurement approach, the process of preparing fixed-price contracts can 
vary depending on the procurement method chosen. 


a. International Competitive Bidding 


Contract preparation for this procurement method occurs during the process of developing 
the bidding documents, when product specifications, delivery requirements, general and 
special contract conditions, and QA requirements specific to the RH commodity are 
assembled.2 While this is often the most complex preparation process, bidding documents 
provide the bidder with all the pertinent contract information and requirements so that 
come contract award time, the contract is in place and the winning bidder has only to sign 
the contract agreement form. This method also provides the purchaser with nearly 
complete control in establishing the contract terms and conditions.  


b. Private Procurement Agency 


The purchaser may hire a private procurement agency to conduct the bidding process while 
retaining its right to issue the contract directly. In such a case, either a fixed-price or cost 
reimbursement contract may be appropriate. A fixed-price contract is used in circumstances 
in which the agency has quoted a flat fee for handling the bidding process. A cost 
reimbursement contract is used in circumstances in which the cost of the goods is fixed but 
the services of the agency are variable dependent on the amount of time spent conducting 
the bidding process. 


c. Other Direct Procurement Methods 


Contract preparation for other direct procurement methods, such as Request for 
Quotation, sole source, and shopping is generally not as complex as developing bidding 
documents required for ICB. In many cases, the purchaser will have preexisting standard 
contract forms or documents, such as purchase orders, that can be used for these other 
direct procurement methods. While existing contract forms can provide strong, standard 
language and serve as the foundation for the contract to be awarded, it is important for the 
purchaser to review standard forms and modify or add requirements and conditions that 
reflect the unique nature of the procurement and incorporate appropriate QA 
requirements for the RH commodity being procured. 


 
2 See Module 6 for additional information on preparing bidding documents. 
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In preparing a fixed-price contract for use on other direct procurement methods, the 
purchaser should ensure that key requirements and contract provisions from the following 
categories are included in the contract as needed: 


• Product requirements. 


• Title and risk of loss. 


• Delivery requirements. 


• Certification requirements. 


• Inspection and testing rights. 


• Invoice and payment terms. 


• Special QA conditions appropriate to the commodity. 


• Funder requirements (if required). 


• Warranty clauses. 


• Termination clauses. 


• Default and remedy clauses. 


• Supplier performance monitoring criteria. 


See Exhibit 8-1 in Section I.1 for a more comprehensive checklist of the General and Special 
Conditions of Contract most often included in fixed-price contracts.    


Under the direct procurement approach, the purchaser initiates the contracting process by 
issuing an Invitation for Bids or requesting quotes. This places the purchaser in a stronger 
position to establish the contract requirements, terms and conditions, and deliverables of 
the contract. For some requirements, such as supplier performance monitoring criteria, it is 
recommended that the purchaser share information on the key performance indicators with 
the supplier. An open environment helps build supplier commitment to the performance 
monitoring system. 


In some circumstances, the supplier may respond to the purchaser’s request for pricing by 
providing commodity pricing and delivery information and a copy of its standard contract, 
with the requirement that the supplier’s contract must be used for the transaction. The 
purchaser is free to negotiate with the supplier on this issue. If the supplier insists on using 
its own contract form, the purchaser must review the contract carefully and ensure that key 
requirements and information from the categories identified above are included in the 
contract in order to protect the purchaser’s interests. 
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3. Selecting the Contract Type for the Indirect 
Procurement Approach 


Under an indirect approach, the purchasing activity is carried out through an intermediate 
organization. The purchaser is one step removed from the commercial marketplace, and the 
contract is between the purchaser and the intermediate organization.  


Under the indirect procurement approach, the three most common procurement methods 
used are: 


• Procurement through an international supply service, such as the United Nations 
Population Fund (UNFPA).  


• Procurement through a private supply organization, such as the IDA Foundation or 
Missionpharma.  


• Hiring an international procurement agency (either not-for-profit or private 
commercial) to conduct the procurement exercise.  


a. International Supply Service 


The fixed-price contract type is most often used by international supply services. Unlike 
direct procurement methods, such as ICB, for which the purchaser has the ability to 
exercise control over contract terms and conditions, when contracting with an international 
supply service, the purchaser is required to accept the contract of the supply service. In the 
case of UNFPA, the purchaser signs UNFPA’s memorandum of understanding, which 
contains the terms and conditions for reimbursable procurement. For UNFPA contracts, 
the fixed price is based on the cost of the RH commodities plus a fixed fee of 5 percent of 
the cost, insurance, and freight (CIF/CIP) price for the commodities. See Section I.2.c for 
website information on UNFPA’s memorandum of understanding and ordering procedures. 


b. Private Supply Organization 


Private supply organizations, such as the IDA Foundation and Missionpharma, traditionally 
require the purchaser to accept their fixed-price contract for transactions. For new 
accounts, prepayment of the contract price is required. For established accounts with a 
history of prompt payment, the purchaser is often allowed to make a down payment with 
the balance due upon shipment of goods. 
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c. International Procurement Agency 


Contract types for procurement agency services can range from cost reimbursement for the 
projected level of effort required to perform the procurement, to a fixed-price contract 
wherein the fixed fee is based on a percentage value of the commodities purchased.  


4. Contract Preparation for the Indirect Procurement 
Approach 


a. International Supply Service 


As discussed above, the purchaser is required to use the contract of the international supply 
service; thus, there is no contract preparation effort on the purchaser’s side. The purchaser 
can minimize the risks involved in not being able to prepare the contract, or add QA 
requirements to the contract by dealing with a reputable international supply service that 
has effective QA procedures in place. For example, UNFPA uses a product prequalification 
and testing program to ensure product quality when procuring contraceptives.   


b. Private Supply Organization 


Similar to contracting with an international supply service, no contract preparation is 
required on the purchaser’s side since the contract of the private supply organization is 
used. As with an international supply service, the purchaser minimizes its risk by contracting 
with a reputable private supply organization that implements effective QA procedures in its 
procurement of products. The IDA Foundation, for example, operates its own quality 
control laboratory to independently test the products it procures for clients. 


c. International Procurement Agency 


If the purchaser conducts a competitive process to select a procurement agency by issuing a 
Request for Proposal, then performance requirements and terms and conditions of the 
contract will have been developed through the process of preparing the Request for 
Proposal documents.  


The key document in a Request for Proposal is the terms of reference, which describes the 
services the purchaser requires and defines the performance requirements of the 
procurement agency. Upon selection of a procurement agency, the purchaser and agency 
negotiate the final terms of reference, proposed staffing, deliverables, and terms and 
conditions of the contract.  
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See Section I.2 for reference information on preparing terms of reference for service 
contracts. 


In situations in which the procurement agency is selected on a sole-source basis, the 
procurement agency will usually propose use of its standard contract. The purchaser 
remains responsible for defining the services required, the performance requirements, and 
the contract deliverables, and proposing supplier performance evaluation criteria, which are 
then agreed upon through negotiation with the procurement agency and incorporated into 
the contract.  
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F. Contract Award 


The purchaser’s responsibilities in awarding the contract vary according to the procurement 
method used. Awarding a contract under an ICB process is not difficult because the key 
contract documents were previously prepared during the bidding document preparation 
process. Contract award in the case of an international supply service is also relatively 
straightforward. Contract award for the direct and indirect procurement approaches are 
discussed below.  


1. Contract Award for the Direct Procurement 
Approach—International Competitive Bidding 


a. Resolution of Minor Deviations 


Once the supplier selection process has been completed and approved by the appropriate 
authorities, the purchaser must notify the successful bidder of its plan to award a contract. 
However, if the selected bidder’s response contains minor deviations from the bidding 
requirements, these deviations need to be resolved before the contract award notification is 
released. In this situation, it is recommended that the purchaser: 


• Draft a letter stating that the bid is conditionally accepted pending resolution of 
outstanding issues. 


• List the outstanding issues and identify the next steps for resolution. 


• Request written acknowledgement. 


• Initiate negotiations with the supplier to resolve the deviations and document the 
Resolution Agreement. 


• Obtain necessary approvals of the Resolution Agreement as required. 


• Include the Resolution Agreement in the Contract Agreement. 


b. Contract Review 


Prior to releasing the official award notification documents to the supplier, the purchaser 
should conduct a final review of the contract documents to ensure that all necessary 
requirements, terms and conditions, and other key information have been included. Review 
of contracts resulting from an ICB process will be straightforward, as nearly all the required 
information will have been assembled in the process of preparing the bidding documents as 
discussed in Module 6. For other solicitation processes in which document preparation is 
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less extensive, such as Request for Quotation, the purchaser should allow sufficient time to 
conduct a thorough review of proposed contract documents.  


In reviewing the contract documents, the purchaser should draw on any technical resource 
deemed necessary, such as legal support, to conduct a sufficient review.  


c. Notification Documents 


Once any minor deviations are resolved and a final review of the contract documents has 
been completed, reviewed, and approved, the purchaser prepares appropriate notification 
documents to issue to the supplier. In ICB exercises, notification often consists of three 
documents:  


1. An award notification document  
This document informs the successful bidder that it will be awarded a contract. It includes a 
brief description of the commodities, the price, and applicable INCOTERMS. It also 
identifies the other documents that will be included in the contract. See Exhibit 8-2 for a 
sample award notification document. 


2. Two copies of the contract agreement form 
The contract agreement form incorporates relevant sections of the bidding documents into 
the binding contract, including: 


• Contract Agreement. 


• General and Special Conditions of Contract. 


• Technical Specifications. 


• Schedule of Requirements. 


• Supplier’s bid and original price schedule. 


• Purchaser’s award notification document. 


• Any other documents specified by the purchaser. 


See Exhibit 8-3 for a sample contract agreement form. (For additional information on the 
contract agreement form, see Module 6.) 


3. Performance security form (if required) 
This is the same form as provided in the original bidding documents. 
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d. Release of Award Notification Documents 


Award notification documents are traditionally sent to the successful bidder by registered 
post or courier or are hand-delivered. The purchaser should also ensure that copies of the 
notification documents are sent to the parties dictated by procedural and any funder 
requirements. 


e. Successful Bidder Responsibilities 


Sign contract  
Upon receipt of the notification documents, the supplier reviews all documents and signs 
the contract agreement form. The contract form binds the supplier to the General and 
Special Conditions of Contract and the specifications contained in the original bidding 
documents.  


Obtain performance security (if required) 
The performance security form is a legal document in which the guarantor agrees to pay the 
purchaser the amount specified in the performance security if the supplier defaults on the 
contract. If a performance security is required, the supplier arranges for the form to be 
completed and signed by its guarantor (a bank or insurance company). See Exhibit 8-4 for a 
sample performance security form. 


The successful bidder must submit the signed contract agreement form and completed 
performance security to the purchaser by the deadline identified in the original bidding 
documents. If the successful bidder fails to meet the deadline, any bid security it submits is 
forfeited, and the purchaser proceeds to award the contract to the next lowest evaluated 
cost qualified bidder. 


f. Purchaser’s Responsibilities Upon Receipt of Successful Bidder’s Documents 


Confirm performance security (if required) 
Upon receipt of a required performance security, the purchaser contacts the issuing 
institution to confirm the validity of the performance security. The performance security 
must be confirmed before the purchaser can sign the contract form. See Exhibit 8-5 for a 
sample form for obtaining confirmation of a performance security.  


Sign contract form 
The authorized contracting person for the purchaser signs the contract agreement form 
received from the successful bidder. The purchaser distributes copies of the document to 
the required parties. 
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Notify unsuccessful bidders 
The purchaser notifies unsuccessful bidders that the contract has been awarded to another 
candidate. If bid securities were required, these are returned to the unsuccessful bidders. 


2. Possible Delays to Contract Award for the Direct 
Procurement Approach 


a. Bidder Protests 


Unsuccessful bidders may choose to protest a contract award, which can cause delays in 
issuing the contract and subsequent delays in product delivery. Protests can be based on the 
bidder’s perception that the selection process was conducted in an unfair manner and not 
according to the criteria and process described in the bidding documents. Some bidders may 
have minimal justification for protesting an award but do so on the basis that if the bidding 
exercise is canceled, then they will have another opportunity to compete for the business.  


The purchaser’s best defense against a bid protest is to ensure that the supplier selection 
process is: 


• Based on objective written evaluation criteria stated in the bidding documents. 


• In accordance with selection procedures stated in national procurement 
regulations. 


• Implemented in full compliance with the evaluation criteria stated in the bidding 
documents.  


• Properly documented (that all decisions made by the committee are properly 
recorded).  


The primary role of procurement personnel in a bid protest is to provide documentation to 
the committee responsible for reviewing bid protests. 


b. Product Registration 


Before a contract can be awarded, the purchaser must confirm that the product is 
registered by the national regulatory authority for distribution and use in-country. 
Documentation of the product’s registration status is requested in the bidding documents. If 
the purchaser selects a supplier whose product is not yet registered, it must factor in the 
projected time required to register the product, which can often be substantial unless a fast-
track registration mechanism is in place. Unanticipated delays in product registration can 
delay scheduled deliveries, which can negatively impact program implementation.  
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3. Contract Award for the Indirect Procurement 
Approach—International Supply Service 


Contract award for the indirect procurement approach is handled by the international 
supply service, making it a straightforward process for the purchaser. The international 
supply service will provide the contract for the purchaser to sign. Upon receipt of the 
contract, the purchaser should review the terms and conditions before signing and returning 
the contract. 
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G. Contract Amendments 


After signing the original contract, it may become necessary to amend the contract to 
address issues that were not foreseen during the initial drafting of the contract, or to 
incorporate changes in circumstances that have occurred since the contract was 
signed. In either event, a contract amendment must be processed to document the 
change. For a contract amendment to be effective, it must be signed by both parties to 
the contract. Regardless of the impact to the original contract value, there should 
always be a contract amendment to document the change. Common amendments to 
contracts are changes to the delivery schedule, quantities, and products.  


The change to the contract may be initiated by the purchaser or the supplier. Both 
parties need to agree to the change; therefore, clear communication and documented 
agreement between the parties prior to issuing an amendment are important. There 
should also be internal communication with units that would be impacted by the 
change. For instance, if the contract value is increased, the purchaser needs to first 
ensure there is budget available to cover the adjustment before amending the contract. 
If the delivery schedule is impacted, the purchaser should notify the warehouse of the 
change in the schedule. Proper documentation of the change in the form of a contract 
amendment maintains the ability of the buyer to enforce the contract with the supplier. 
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H. Contract Payment 


There are several payment options that can be used for contract payment. In most 
procurement methods, the supplier is in a stronger position to dictate contract payment 
terms, but the purchaser is free to negotiate. Regardless of the payment option used, it is 
important for the purchaser to complete the payment arrangement responsibilities in a 
timely manner, as many international suppliers and international supply services will not 
accept the risk of beginning production or procurement for a large order until they have 
received either a letter of credit (L/C) or a down payment or cash in advance. Delays in 
processing payment arrangements are likely to cause a delay in shipping. 


The most complex contract payment arrangements are usually found in ICB, which is 
discussed next. 


1. Contract Payment for the Direct Procurement 
Approach—International Competitive Bidding 


Upon receipt of a signed copy of the contract agreement form from the supplier and 
confirmation of the performance security (if a performance security is required), the 
purchaser must make arrangements to pay the supplier. In large-volume international 
competitive procurements, an L/C or down payment method is generally used.  


a. Letter of Credit 


The L/C is a binding legal arrangement between banks for settling payments in commercial 
transactions. Specifically, it is a written guarantee by a bank given to the supplier in 
accordance with the instructions (and cash deposit) of the purchaser to pay up to a given 
sum of money within a prescribed time limit when and if the supplier presents specified 
documents that give evidence of its contract performance. 


One of the key benefits of an L/C for the purchaser is that it can provide the purchaser with 
the ability to control and enforce contract conditions. For example: 


• Quality requirements can be enforced by requiring the supplier to present 
documents to the paying bank that give evidence of successful product inspection 
and testing. 


• Shipping dates, documentation, notification, and marking requirements can be 
enforced by requiring evidence of compliance. 
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• If the beneficiary of the L/C (the supplier) does not comply with the L/C 
requirements, the bank will not release payment. 


From the perspective of the supplier as well, an L/C is beneficial. If the supplier complies 
with all the contractual requirements and submits the appropriate documents to the bank, 
then the bank is required to release payment to the supplier. This reduces the supplier’s risk 
of late or no payment after performing according to the contract terms. This supplier 
benefit means if an L/C is offered as the method of payment, a wider range of prospective 
suppliers is likely to be interested in doing business, increasing competition, and potentially 
lowering prices. 


b. Purchaser’s Responsibilities in Issuing a Letter of Credit 


The process described below is a common practice; however, there may be variations from 
country to country. 


1. Prepare instruction sheet for an L/C application 
If an L/C is required, the purchaser initiates the process for opening the L/C by developing 
an instruction sheet. The instruction sheet draws information from the contract, giving clear 
instructions about documents required for payment, shipping schedules, contract amounts, 
payment schedules, etc. The instruction sheet helps to ensure that the L/C will be issued 
correctly and without delay and that all intended controls are in place. See Exhibit 8-6 for a 
sample instruction sheet for L/C application. 


2. Prepare draft L/C application 
The purchaser obtains an L/C application form from the designated bank and completes a 
draft application. 


3. Submit request to the finance unit for opening an L/C 
The purchaser submits the L/C instruction sheet and the draft L/C application to the finance 
unit responsible for coordinating L/C activities and requests that the L/C be opened with 
the designated commercial bank.  


4. Follow up with the finance unit on the status of the L/C opening 
The purchaser should work closely with the finance officer responsible for issuing the L/C 
request to the bank to provide any additional information or assistance that may be needed 
for the bank to issue the L/C. As mentioned above, delays in issuing an L/C can cause 
corresponding delays in the shipment of RH commodities. 
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5. Verify L/C 
The purchaser should obtain verification that the L/C has been issued. A copy of the issued 
L/C should be requested and reviewed to confirm that the terms and conditions of the L/C 
match the instructions and information provided in the instruction sheet and draft 
application. 


c. Letter of Credit Amendments 


If mistakes are found in the L/C, an amendment will need to be requested. The purchaser 
must notify the issuing bank and request the amendment. Typically, only a few days are 
allowed after an L/C is issued to make corrections without incurring amendment costs, so 
the purchaser’s review of the L/C and request for any necessary amendments must be 
processed in a timely manner. 


If the supplier requests a change to the L/C, then further negotiations are usually required. If 
the purchaser agrees with the supplier’s request, or a settlement is negotiated, the 
purchaser requests the issuing bank to amend the L/C to reflect the change. 


For more information on L/Cs, see Supplementary Topics, Section C: Letters of Credit. 


d. Down Payment 


If the contract requires a down payment, the purchaser must issue a request to the 
appropriate financial unit to allocate funds and process the down payment. The purchaser 
provides the financial unit with information needed to complete the transaction, which 
includes: 


• Supplier’s name and address. 


• Supplier’s bank, account number, and bank address. 


• The procurement contract number and any other transaction tracking information 
required.  


For additional information on down payment and other payment options available to the 
purchaser, see Supplementary Topics, Section D: Payment Terms and Methods of Funds 
Remittance. 
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2. Contract Payment for the Indirect Procurement 
Approach—International Supply Service 


To minimize risk, international supply services will frequently require full contract payment 
in advance before proceeding to order RH commodities for the purchaser. For example, 
UNFPA requires deposit of the full contract amount (including the 5 percent administrative 
fee) to a designated UNFPA account before initiating its ordering process. While there are 
some situations in which a supply service may allow a purchaser with an established 
relationship and reliable payment record to pay less than the full contract amount in 
advance, the purchaser should always be prepared to pay the full contract amount or a 
significant down payment percentage in advance.  


Once a contract has been signed by both parties and payment arrangements are in place, the 
purchaser is responsible for monitoring the supplier’s or intermediate organization’s 
performance of its contract obligations. This activity is discussed in Module 9. 


 


 







8 Contracts 
 


Procurement Capacity Toolkit 8-24 


I. Reference Material 


1. Documents 
Exhibit 8-1 


General and Special Conditions of Contract 


General Conditions of Contract 
Definitions  
Application  
Contract Documents  
Corrupt, Fraudulent, Collusive, or Coercive Practices  
Country of Origin  
Specifications and Standards  
Interpretation  
Documents Forming the Contract and Priority  
Use of Contract Documents and Information   
Inspection and Audit  
Eligibility  
Gratuities and Agency Fees  
Joint Venture  
Confidential Information  
Certification of Goods in Accordance with Laws of the Purchaser’s Country  
Patent and Intellectual Property Rights  
Copyright  
Supplier’s Responsibilities  
Purchaser’s Responsibilities  
Scope of Supply  
Performance Security  
Inspections and Tests  
Packing and Documents  
Delivery and Documents  
Acceptance  
Insurance  
Transportation  
Incidental Services  
Warranty  
Terms of Payment  
Prices  
Change Orders and Contract Amendments  
Assignment  
Subcontracts  
Delays in the Supplier’s Performance  
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Extensions of Time  
Liquidated Damages  
Force Majeure  
Termination for Insolvency  
Termination  
Resolution of Disputes  
Limitation of Liability  
Governing Language  
Applicable Law  
Notices and Communications  
Taxes and Duties  
Changes in Laws and Regulations  
Clauses Requiring User Input  
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Special Conditions of Contract 
Nature of Goods to be Supplied  
Purchaser’s Country  
Purchaser’s Name, Address, etc.  
Project Site/Final Destination  
End User  
Applicability  
Applicable Edition of INCOTERMS  
Supplier’s Name, Address, etc.  
Documents That Are Also Part of the Contract  
Registration of Goods and Other Certification  
Ineligible Countries for Suppliers and Subcontractors  
Ineligible Countries for Goods and Related Services  
Standards  
Assignment  
Language  
Purchaser’s and Supplier’s Contact Information for Notices  
Governing Law, Language  
Patent Rights  
Packing List Requirements  
Packing, Markings, Documentation  
Details of Shipping and Other Documents to be Furnished by Supplier  
Prices Subject to Adjustment or Not  
Incidental Services  
Change Orders and Contract Amendments  
Method and Conditions of Payment  
Penalty for Late Payment by Purchaser  
Insurance Coverage Requirements  
Transport of Goods  
Performance Security  
Inspections and Tests  
Warranty Period  
Repair/Replacement Period  
Delays in Supplier’s Performance  
Liquidated Damages’ Percentage and Maximum  
Termination  
Force Majeure  
Arbitration Place/Rules  
Limitation of Liability  
Taxes and Duties  
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Exhibit 8-2 


Sample Format for Award Notification  


Sample Format for Award Notification to Successful Bidder 
Memo No.: ___________________  Date: ____________________ 
 


Government of the People’s Republic of Dharma [fictitious name] 
Directorate General of Family Planning 


[address] 
  
To: Manufacturer/Supplier [name and address of the bidder] 
 
 


Subject: Award Notification Against Bid Package No. ________ for Supplying 
[short description of goods] 


 
Dear Sirs: 
 
We are pleased to award you the contract for Bid Package No. ________ for the 
goods and price as mentioned below:  


Bid Package No. and Short 
Description of Goods 


Total Contract Price with 
Currency Basis of Contract 


  [note CIF or CFR or EXW 
contract or otherwise] 


CIF: Cost, insurance, and freight. 
CFR: Cost and freight. 
EXW: Ex-works. 
 
Please note that the contract will include, among others, the following documents: 
i) Contract agreement form. 
ii) Bid form and price schedule submitted by the bidder. 
iii) Schedule of Requirements (offered by the bidder and accepted by the 


purchaser). 
iv) Technical Specifications (offered by the bidder and accepted by the purchaser). 
v) General Conditions of Contract. 
vi) Special Conditions of Contract (duly filled in). 
vii) Performance security submitted by the bidder. 
 
Two copies of the contract form are enclosed herewith for your signature and return 
to us. Please also submit a performance security in the amount not less than 
[percentage] of the contract price within [number of days] of receipt of this award 
notification. 
 Signature: _____________________________ 
 
 Title: _________________________________ 
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Exhibit 8-3 


Sample Contract Agreement Form 


Sample Contract Agreement  
THIS CONTRACT AGREEMENT is made 
 this [insert: number] day of [insert: month], [insert: year]. 
BETWEEN 
1. [insert: Name of Purchaser], a [insert: description of type of legal entity (for 
example, an agency of the Ministry of ....)] of the Government of [insert: country of 
Purchaser], or corporation incorporated under the laws of [insert: country of 
Purchaser], and having its principal place of business at [insert: address of 
Purchaser] (hereinafter called the “Purchaser”), and 
2. [insert: name of Supplier], a corporation incorporated under the laws of [insert: 
country of Supplier] and having its principal place of business at [insert: address 
of Supplier] (hereinafter called the “Supplier”). 
WHEREAS the Purchaser invited bids for certain goods and ancillary services, 
namely [insert: brief description of goods and services], and has accepted a bid 
by the Supplier for the supply of those goods and services in the sum of [insert: 
contract price in words and figures] (hereinafter called the “Contract Price”). 
 
 
NOW THIS AGREEMENT WITNESSETH AS FOLLOWS:  
1. In this Agreement, words and expressions shall have the same meanings as are 
respectively assigned to them in the Conditions of Contract referred to. 
 


2. The following documents shall constitute the Contract between the Purchaser and 
the Supplier, and each shall be read and construed as an integral part of the 
Contract: 
 a. This Contract Agreement. 
 b. General Conditions of Contract. 
 c. Special Conditions of Contract. 
 d. Technical Specifications (including Functional Requirements). 
 e. Schedule of Requirements. 
 f. The Supplier’s bid and original price schedule. 
 g. The Purchaser’s award notification. 
 h. [add here: any other documents]. 
3. In consideration of the payments to be made by the Purchaser to the Supplier as 
hereinafter mentioned, the Supplier hereby covenants with the Purchaser to provide 
the Goods and Services and to remedy defects therein in conformity in all respects 
with the provisions of the Contract. 
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4. The Purchaser hereby covenants to pay the Supplier in consideration of the 
provision of the Goods and Services and the remedying of defects therein, the 
Contract Price or such other sum as may become payable under the provisions of 
the Contract at the times and in the manner prescribed by the Contract. 
 
For and on behalf of the Purchaser: 
Signed: ______________________________________________ 
in the capacity of [insert: title or other appropriate designation] 
in the presence of ______________________________________________ 
 
For and on behalf of the Supplier: 
Signed: ______________________________________________ 
in the capacity of [insert: title or other appropriate designation] 
in the presence of ______________________________________________ 
 
CONTRACT AGREEMENT 
dated the [insert: number] day of [insert: month], [insert: year] 
BETWEEN 
[insert: name of Purchaser], the “Purchaser” 
and 
[insert: name of Supplier], the “Supplier” 
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Exhibit 8-4 


Sample Performance Security Bank Guarantee 


Sample Performance Security Bank Guarantee 
(unconditional) 


 Date:  [insert: date] 
 Loan/Credit Number: [insert: loan or credit number from 
  Invitation for Bids] 
 Invitation for Bids:  [insert: name or number of Invitation] 


 Contract:  [insert: name or number of Contract] 
To:  [insert: name and address of Purchaser] 
Dear Sir or Madam: 


We refer to the Contract Agreement (the “Contract”) signed on [insert: date] 
between you and [insert: name of Supplier] (the “Supplier”) concerning the supply 
and delivery of [insert: a brief description of the goods]. By this letter, we, the 
undersigned, [insert: name of bank], a bank (or company) organized under the laws 
of [insert: country of bank] and having its registered/principal office at [insert: 
address of bank] (hereinafter, the “Bank”), do hereby jointly and severally with the 
Supplier irrevocably guarantee payment owed to you by the Supplier, pursuant to 
the Contract, up to the sum of [insert: amount in numbers and words]. This 
guarantee shall be reduced or expire as provided for by the General Conditions of 
Contract, Subclause 8.4. 


We undertake to make payment under this Letter of Guarantee upon receipt 
by us of your first written demand signed by your duly authorized officer declaring 
the Supplier to be in default under the Contract and without cavil or argument any 
sum or sums within the above-named limits, without your need to prove or show 
grounds or reasons for your demand and without the right of the Supplier to dispute 
or question such demand. Our liability under this Letter of Guarantee shall be to pay 
to you whichever is the lesser of the sums so requested or the amount then 
guaranteed under this Letter in respect of any demand duly made under this Letter 
prior to expiry of this Letter of Guarantee, without being entitled to inquire whether or 
not this payment is lawfully demanded. 


This Letter of Guarantee shall be valid from the date of issue until the date of 
expiration of the Guarantee, as governed by the Contract. Except for the documents 
herein specified, no other documents or other action shall be required, 
notwithstanding any applicable law or regulation. Our liability under this Letter of 
Guarantee shall become null and void immediately upon its expiry, whether it is 
returned or not, and no claim may be made under this Letter after such expiry or 
after the aggregate of the sums paid by us to you shall equal the sums guaranteed 
under this Letter, whichever is the earlier. All notices to be given under this Letter 
shall be given by registered airmail post to the addressee at the address herein set 
out or as otherwise advised by and between the parties hereto. 
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We hereby agree that any part of the Contract may be amended, renewed, 
extended, modified, compromised, released, or discharged by mutual agreement 
between you and the Supplier, and this security may be exchanged or surrendered 
without in any way impairing or affecting our liabilities hereunder without notice to us 
and without the necessity for any additional endorsement, consent, or guarantee by 
us, provided, however, that the sum guaranteed shall not be increased or 
decreased.  


No action, event, or condition that by any applicable law should operate to 
discharge us from liability hereunder shall have any effect, and we hereby waive any 
right we may have to apply such law, so that in all respects, our liability hereunder 
shall be irrevocable and, except as stated herein, unconditional in all respects.  
 
For and on behalf of the Bank: 
Signed: ____________________________________ 
Date: ______________________________________ 
in the capacity of: [insert: title or other appropriate designation] 


 
Common Seal of the Bank 
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Exhibit 8-5 


Sample Format for Confirmation of Bid Security 


Sample Format for Confirmation of Bid Security 
Memo No.: ___________________  Date: ___________________ 


Government of the People’s Republic of Dharma [fictitious name] 
Directorate of Family Planning 


(address) 
Manager, Issuing Bank 
[name and address of the bank branch as evident from the bid security] 
Subject: Bank Guarantee/Pay Order/Cashier’s Check [no. and date] 
 
You are requested to kindly confirm issuance of the above-mentioned Bank 
Guarantee/Pay Order/Cashier’s Check [no. and date], submitted to us by [bidder’s 
name and address] against Bid Package No. _________. 
Salient information about the instrument is given below. 


Type of Guarantee Issued in Favor of Amount and 
Currency Validity 


[Bank guarantee, pay 
order, or otherwise] [Bidder’s name]  [Period] 


 
Your early response will be highly appreciated.  
 
 Signature: ____________________________________ 
 
 Title: ________________________________________ 
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Exhibit 8-6 


Sample Instructions for Letter of Credit Application  


Instructions for Letter of Credit (L/C) Application 
 


Date: ____________________________ 


Attention: ________________________ [finance unit or department that handles 
L/C requests] 


Reference: _______________________ [contract or purchase order number] 
 
Please instruct our bank to open an irrevocable, confirmed, documentary 
letter of credit as follows: 
 
 1. Beneficiary: ______________________________ [seller’s name  
   ______________________________ and address] 
   ______________________________ 
   ______________________________ 
 2. Advising Bank: ______________________________ [bank’s name 
   ______________________________ and address] 
   ______________________________  
 ______________________________ 
3. L/C Amount:    ________________________________________________ 
4. Shipping Terms:   ________________________________________________ 
5. Shipment Via:   ________________________________________________ 
6. Shipping Date:   ________________________________________________ 
7. L/C Expiration Date:   ________________________________________________ 
8. Shipment From:   ________________________________________________ 


9. Shipment To: ______________________________________________________ 
    [port or airport, city, and country of final destination] 
 
10. Merchandise Description:  ___________________________________________ 
11. Merchandise Value:  ___________________________________________ 
       [include any down payments not contained in the L/C 


amount] 
 
12. Partial Shipments: _____ not allowed _____ allowed 
13. Trans-shipments:  _____ not allowed _____ allowed 
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14. Documents Required: 


[This requirement varies from country to country. Please review your country’s import 
requirements, as well as your own agency’s requirements.] Typical shipping 
documents for air freight shipments are included below: 
Commercial invoice [number of each required] 
 _____ originals _____ copies 
 
Packing list [number of each required] 
  _____ originals _____ copies 
 
Original air waybill consigned to [and number of each required]:  
 
_________________________________________________________________________ 


 
  _____ originals _____ copies 
 
Insurance certificate for 110% of CIP value [state number of each required] 


[Insure for total cost of commodities, transportation, and insurance, plus minimum 
10%. Total cost of commodities includes down payment to supplier not included in 
L/C amount.] 


   _____ originals _____ copies 


Insurance payable to: 
_______________________________________________________ 


Certificate of Conformity with contract specifications issued by: 
______________________________________ [third party inspection agent] 


Beneficiary’s signed certification that the following documents have been sent with 
the shipment [list required documentation]: 


___________________________________________________________________ 


___________________________________________________________________ 


Beneficiary’s signed certification that all the shipping boxes have been labeled with 
the following shipping marks: 


15. Special L/C conditions: 


16. L/C transmittal method: _____ Airmail _____ Full-Text Cable _____ Electronic 
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2. Websites 
a. Contract Types 


For definitions of specific contracts that fall under the two broad categories of fixed price 
and cost reimbursement, see http://www.dtc.dla.mil/dsbusiness/Info/contracts1.htm. 


For United States government definitions of contract types, applications, and limitations, see 
http://www.arnet.gov/far/current/html/FARTOCP16.html. 


b. Contract Clauses 


For information on contract clauses proposed by the World Bank for procurement of 
health-sector goods, see Standard Bidding Document: Procurement of Health Sector Goods 
(revised August 2008) at http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS 
/PROCUREMENT/0,,contentMDK:21890171~menuPK:84284~pagePK:84269~piPK:6000155
8~theSitePK:84266~isCURL:Y,00.html and the accompanying Technical Note at 
http://siteresources.worldbank.org/PROCUREMENT/Resources/health-tn-ev2.doc. 


c. United Nations Population Fund Memorandum of Understanding 


For information on UNFPA as an international supply service, its memorandum of 
understanding, and its terms and conditions, see http://www.unfpa.org/procurement/ 
about.htm. 


d. Contracting for Services 


See World Bank documents: Standard Bidding Document: Procurement of Non-Consultant 
Services (revised April 2007), at http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/ 
PROCUREMENT/0,,contentMDK:21305355~isCURL:Y~menuPK:84284~pagePK:84269~piP
K:60001558~theSitePK:84266,00.html, and Standard Request for Proposals: Selection of 
Consultants (revised March 2002), at http://web.worldbank.org/WBSITE/EXTERNAL/ 
PROJECTS/PROCUREMENT/0,,contentMDK:20061915~isCURL:Y~pagePK:84269~piPK:60
001558~theSitePK:84266,00.html. 



http://www.dtc.dla.mil/dsbusiness/info.contracts1

http://www.arnet.gov/far/current/html/FARTOCP16.html.

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS%0B/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS%0B/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS%0B/PROCUREMENT/0,,contentMDK:21890171%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266%7EisCURL:Y,00.html

http://www.worldbank.org/

http://www.unfpa.org/procurement/%0Babout.htm

http://www.unfpa.org/procurement/%0Babout.htm
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J. Learning Evaluation 


1. What are the two basic contract types into which contracts are grouped? 


2. What are the key features of each of these contract categories? 


3. What are the conditions under which contracts in the two basic categories should be 
used? 


4. What is the preferred contract type to use for direct procurement of RH commodities 
and why?  


5. Which direct procurement method is considered the most complex for preparing 
contract documents and why? 


6. When using a standard contract form, what additional measures should a purchaser take 
before releasing the contract? 


7. Name two common indirect procurement methods for procuring RH commodities. 


8. What are the purchaser’s key responsibilities when awarding a contract issued under an 
ICB exercise? 


9. What are the supplier’s contract award responsibilities under ICB? 


10. Name two reasons a contract award might be delayed. 


11. What are the two most common payment methods used for contracts issued under 
ICB? 


12. What are the purchaser’s responsibilities in issuing an L/C? 


13. What are the standard payment requirements for most international supply services? 
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Learning Evaluation Answers 
1. The two basic types of contracts are fixed-price and cost reimbursement contracts. See 


Section D. 


2. The key features of a fixed-price contract are:   


a. The commodity price is not subject to any adjustments. 


b. Maximum risk and full responsibility for all costs and resulting profit rest 
on the supplier. 


c. Provides maximum incentive for the supplier to control costs and 
perform effectively. 


The key features of a cost reimbursement contract are:     


a. Provides for payment of allowable incurred costs to the extent allowed 
in the contract. 


b. Establishes an estimate of total cost and a cost ceiling the supplier may 
not exceed. 


c. Places the least cost and performance risk on the supplier. 


d. Suitable for use when uncertainties in contract performance do not 
permit accurate cost estimates. Not used for procuring commercial 
commodities. 


See Section D. 


3. The two conditions under which a fixed-price contract is used are when a sealed 
bid process is implemented and when procuring commercial commodities and 
supplies. A fixed-price contract is often the preferred method of contracting for 
large public-sector procurement. See Section D. 


4. The preferred contract type for direct procurement is fixed price. This is because RH 
commodities are commercially manufactured items, and the supplier is able to determine 
production costs and profit margins at different quantity levels with reasonable certainty. 
This certainty allows the manufacturer to offer fixed prices for RH commodities with 
minimal risk. See Section E.1. 


5. Under the direct procurement method, international competitive bidding is often the 
most complex preparation process because it requires assembly of product 
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specifications, delivery requirements, general and special contract conditions, and QA 
requirements specific to the RH commodity. See Section E.2.a. 


6. It is important for the purchaser to review the standard contract forms and modify or 
add requirements and conditions that reflect the unique nature of the procurement and 
incorporate appropriate QA requirements for the RH commodity being procured. See 
Section E.2.c. 


7. The three common indirect procurement methods are: 


a. Procurement through an international supply service, such as UNFPA.  


b. Procurement through a private supply organization, such as the IDA 
Foundation or Missionpharma.  


c. Hiring an international procurement agency (either not-for-profit or 
private commercial) to conduct the procurement exercise.  


See Section E.3. 


8. The purchaser’s key responsibilities when awarding a contract issued under ICB are 
resolving minor deviations, reviewing the contract, preparing award notification 
documents, and releasing the award notification documents. After the supplier has 
accepted the contract, the purchaser must confirm the performance security, sign the 
contract form, and notify unsuccessful bidders. See Section F.1.  


9. The supplier’s contract award responsibilities under ICB are to sign the contract and 
obtain the performance security, if required. See Section F.1.e. 


10. The two reasons a contract award may be delayed are bidder protests and the 
registration of products. See Section F.2.  


11. The two most common payment methods used for contracts issued under ICB are an 
L/C and down payment. See Section H.1. 


12. The purchaser’s responsibilities when issuing an L/C are preparing an instruction sheet 
for an L/C application, preparing a draft L/C application, submitting a request to the 
finance unit for opening an L/C, following up with the finance unit on the status of the 
L/C opening, and verifying the L/C. See Section H.1. 


13. The standard payment requirement for most international supply services is full contract 
payment in advance. See Section H.2. 
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K. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following indicators can be used for monitoring and evaluating the performance of the 
contracting process described in this element. 


1. Direct Procurement Methods 
1. Percentage of contracts signed within the original bid validity period. 


2. Percentage of contract files containing verification of product registration. 


3. Percentage of contract files in which performance security is required that contain 
confirmation of the validity of the performance security from the issuing bank. 


4. Percentage of L/Cs requiring amendments before release to the supplier. 


2. Indirect Procurement Methods 
1. Procedures in place to ensure appropriate QA requirements included in contracts 


issued by international supply services and private supply organizations. 


2. Timely review and approval of contracts submitted by international supply services 
and private supply organizations. 


3. Timely processing of contract payment requirements.  
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L. Glossary and Acronyms 


Award notification A notification from the purchaser to the 
successful bidder recommended for a contract. 


Beneficiary A legal term used in banking to describe the 
party entitled to collect funds guaranteed by a 
commercial letter of credit upon presentation of 
stipulated documents (usually shipping and quality 
assurance documents). Also known as the seller. 


Bid   A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents  The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bid security A financial instrument used to guarantee 
compensation to the prospective buyer for 
inconvenience and expense if a winning bidder 
rescinds its offer after the bid is closed and an 
award has been made to the bidder. Each bidder 
provides an amount stated in the bidding 
documents with its bid submission. 


CFR Cost and freight: Title and risk insurance cost 
pass to buyer when delivered on board the ship 
by seller, which pays the transportation cost to 
the destination port. 


CIF Cost, insurance, and freight: Title and risk pass to 
buyer when delivered on board the ship by seller, 
which pays transportation and insurance costs to 
destination port. 
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CIP Carriage (freight) and insurance paid to: Costs 
paid to the named destination by the seller. Title 
and risk pass to buyer when delivered to carrier. 


Commercial invoice Document required by customs to determine the 
true value of imported goods for assessment of 
duties and taxes. 


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Contract  An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Direct procurement Purchaser contracts for goods directly with a 
manufacturer or its representative. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Evaluated cost An offered price adjusted for corrections, 
discounts, domestic preference, and usage 
factors. 


Evaluation criteria Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 



http://www.businessdictionary.com/definition/document.html

http://www.businessdictionary.com/definition/required.html

http://www.businessdictionary.com/definition/customs.html

http://www.businessdictionary.com/definition/true-value.html

http://www.businessdictionary.com/definition/goods.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/duty.html

http://www.investorwords.com/5972/taxes.html
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Exercise date The latest date on which an option needs to be 
executed for it to become effective. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


EXW Ex-works: The buyer bears all costs and risks 
involved in taking the goods from the seller’s 
premises to the desired destination. 


Force majeure Unforeseen circumstances excuse a party from 
fulfillment of a contract. 


Framework contract General term for an agreement with a supplier 
setting out terms and conditions against which 
specific purchases (call-offs) can be made 
throughout the life of the agreement. Also see 
indefinite quantity contract. 


Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


General Conditions 
of Contract 


Mandatory contract wording for issues such as 
payments, obligations, risks, rights, and 
performance. 


ICB International competitive bidding. 


IDA Foundation Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists. 


INCOTERMS Rules for interpretation of the most commonly 
used terms in foreign trade to describe how 
goods will be shipped, who is responsible for 
them at each stage of the process, and who pays 
which costs. Published by the International 
Chamber of Commerce. 


Indefinite quantity 
contract 


Also referred to as a framework contract, it 
establishes terms and conditions applicable to 
each order a purchaser places with the supplier 
during the fixed period of the contract. 
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Indirect 
procurement 


Purchaser contracts for goods through an 
intermediary that has or will purchase directly 
from a manufacturer. 


International supply 
service 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished 
or project to be realized. 


Joint venture A business enterprise in which two or more 
companies enter a temporary partnership. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


Missionpharma Supplies generic pharmaceuticals and medical 
devices to governments, United Nations 
agencies, and nongovernmental organizations in 
developing countries. 


National regulatory 
authority 


Same as drug regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Null and void Cancellation or lapse of an agreement (contract) 
with no legal effect. 


Option If a purchaser knows there is potential for 
additional quantities in the future, but the budget 
is not yet available, an option may be structured 
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in the contract. An option is an additional 
quantity or period in a contract that can be 
exercised or executed at the buyer’s discretion.  


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Performance 
security 


A procurement term describing the financial 
instrument used to guarantee compensation to 
the buyer for inconvenience and expense if the 
seller does not perform (i.e., does not produce 
and ship the contracted goods or provide the 
contracted services within the stated period). 
The seller puts up its own funds, often through a 
bank or insurance company, to be held in reserve 
until the contract terms have been met. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Purchase order A commercial document issued by a buyer 
(purchaser) to a seller indicating the type, 
quantities, and agreed prices for products or 
services the seller will provide to the buyer. 
Purchase orders usually specify additional 
conditions such as terms of payment, 
INCOTERMS for liability and freight 
responsibility, any inspection or testing 
procedures that may be required, and required 
delivery date. 







8 Contracts 
 


Procurement Capacity Toolkit 8-45 


 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes of 
the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, when, 
and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Schedule of 
Requirements 


Part of bidding documents that describes the 
quantity of goods and expected delivery time. 


Sealed bids A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


Shipping term Generally an INCOTERM. 


Special Conditions 
of Contract 


Modifies or adds to General Conditions of 
Contract to suit specific goods and situations. 


Specification A definitive description of the commodity to be 
procured. 
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Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector purchasers 
of contraceptives and related products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Warranty A written guarantee given to the purchaser of 
health-sector goods by the manufacturer or 
dealer, usually specifying that the manufacturer 
will replace poor-quality goods free of charge for 
a stated period of time. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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1.  Defining Reproductive Health 
Supply Requirements 


2.  Specifications 


3.  Assessment of Procurement 
Options 


I. Program 
Planning 


4.  Budget, Funding, and 
Procurement Requisition 


5.  Procurement Planning 


6.  Developing Bidding 
Documents and Inviting Offers 


7.  Selecting Suppliers 


II. Procurement 
Process 


8.  Contracts 


9.  Contract Performance  
and Monitoring III. Performance 


10. Delivery of Goods 
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A. Introduction 


Module 5 covers the first step in the procurement process phase of reproductive health 
(RH) supply (Element 5 of 10): the procurement plan and schedule. It describes a set of 
activities that takes place after the procurement unit receives an official procurement 
requisition. At this point, RH program planning decisions have been made, the budget has 
been approved, and there is an official agreement to begin the procurement process for 
specific items. The procurement plan and schedule are important because they: 


• Provide a framework for guiding procurement activities and monitoring progress.  


• Establish expectations for a delivery date, which other parties will use for their own 
planning purposes—not the least of which is stock available to support the delivery 
of RH services. 


• Establish a time frame for payment obligations.  


• Provide an opportunity to anticipate problems and solve them before they happen. 


Contraceptive procurement is the primary focus in Module 5 because these products have a 
somewhat different market environment and are handled a little differently than most 
pharmaceuticals. Contraceptives are usually imported and tend to be purchased centrally in 
large quantities using structured, competitive procurement methods. Essential medicines in 
the curative category tend to be purchased closer to the end user; that is, on a regional or 
local basis, in smaller quantities, using less elaborate procurement methods. They are often 
produced locally as well. For good information about this type of pharmaceutical 
procurement, readers should refer to the Management Sciences for Health (MSH) guide, 
Managing Drug Supply: The Selection, Procurement, Distribution, and Use of Pharmaceuticals.1  


Module 5 includes information about:  


• Procurement options (overview of material addressed in Module 3). 


• Procurement methods and factors that help determine their selection. 


• A basic procurement cycle. 


• Developing a realistic timeline for delivery of a product. 


• Organizing multiple procurement requisitions into a schedule. 


                                                 
1 Management Sciences for Health. Managing Drug Supply: The Selection, Procurement, Distribution, and Use of 
Pharmaceuticals (2nd Edition). Boston, MA: Kumarian Press Books on International Development; 1997. 
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• Using the detailed plan as a basic monitoring tool. 


An instructive case study threaded through the material sets up some common problems 
and describes a reasoning process that leads to solutions. 


 







5 Procurement Planning       
 


Procurement Capacity Toolkit 5-4 


B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Discuss the process for and importance of reviewing procurement requisitions to 
identify potential conflicts and constraints and identify solutions to these. 


• Develop a realistic timeline for commodity procurement and delivery.  


• Develop a procurement plan to monitor achievement of procurement cycle 
milestones. 
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C. Components, Considerations, and 
Challenges 


1. Components 
Element 5 has five main components:  


• Clarification and elaboration of requirements and specifications. 


• Applicable rules.  


• Procurement method selection. 


• Provisional timeline.  


• Detailed plan and schedule. 


The components of Element 5 and their relationships to the other elements in the 
procurement process phase of RH supply are shown in Exhibit 5-1. 
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Exhibit 5-1 


E7a: 
Evaluate 


Offers 
E6b: 
Solicit and 
Open Offers  


E7d: 
Acceptance 
by Winning 
Bidder 


(Procurement Requisition) 


E5a: 
Clarification and 
Elaboration of 
Requirements 
and 
Specifications 


E7b: 
Select 


Best Offer 


E7c: 
Receive 
Approvals 


Start 


Contract 
Award 


 End 


Signed 
Contract; 


Request for 
Payment 


E5c: 
Select Procurement 
Method(s) 


E5b: 
Applicable Rules 


E5d: 
Provisional Timelines 


RH SUPPLY—PHASE II 
PROCUREMENT PROCESS 


Elements 5–7 


Critical Component: Approvals 
 


*Repetition if process is found 
unsatisfactory 


E5e: Procurement 
Plan and Schedule 


E6a: 
Develop Bidding Documents 
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2. Considerations 
The main considerations for Element 5 are: 


a. Overarching Principles of Quality and Timeliness 


• Clear, complete technical specifications; quality assurance (QA) provisions to be 
applied. 


• A realistic timeline that does not create false expectations. 


b. Critical Component: None  


There is no critical component in Element 5; that is, nothing would entirely stop the supply 
of RH goods. However, unavailability of funds at the wrong time or insufficient amounts can 
seriously disrupt supply plans. 


c. Required Input From Other Elements  


Official procurement requisition from Element 4: 


• Items, quantities, and delivery dates desired, as determined in Elements 1 and 4. 


• Specifications, as determined in Element 2. 


• Possible procurement options, as determined in Element 3. 


• Budget, as determined in Element 4. 


d. Applicable Rules for Procurement 


• Government regulations, agreements with outside funders, and organizational 
policy. 


e. Key Decision Points 


• Whether or not the official procurement requisition can be acted on without 
modification. 


• Method to use for purchasing each item, including whether or not to conduct 
prequalification exercises. 


• How to organize multiple item requirements into contract groupings for 
procurement. 


• When to initiate procurement of each contract grouping. 
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f. Expected Output  


• Provisional timeline for each product. 


• Detailed plan and schedule for procurement of multiple products or contract 
groupings. 


• Basic tool for managing and monitoring procurement of multiple products or 
contract groupings. 


3. Challenges 
The main challenges inherent in Element 5 are:   


• Determining how long each step in the procurement cycle is likely to take. 


• Recognizing and working around potential internal constraints and external 
conditions. 


• Coordinating the procurement schedule with funds-release dates. 


• Coordinating delivery dates with warehouse capacity and inventory requirements. 
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D. Procurement Options, Methods, and Cycles  


1. Procurement Options 
Procurement options are related to the approach the purchaser uses to obtain the needed 
requirements. The purchaser can use a direct approach to procurement or an indirect 
approach to procurement. Under a direct approach, the RH purchaser contracts directly 
with a manufacturer or the manufacturer’s formal sales network for the necessary goods. 
Under an indirect approach, the purchaser contracts with an intermediary organization that 
buys products from manufacturers in large quantities for resale and/or supply in smaller 
quantities. For example, the United Nations Population Fund (UNFPA) purchases 
contraceptives directly from manufacturers and supplies them to client governments at cost 
plus an administrative fee. Procurement options are discussed in Module 3 as part of the 
program planning phase of RH procurement.  


2. Procurement Methods 
Procurement methods are related to the procedures a purchaser uses to select a supplier. 
They are normally considered within the context of direct-approach procurement. In the 
public sector, procurement methods are often specified by government regulations or by an 
agreement with an outside funder and applied in accordance with financial thresholds. 
Sector-wide approaches usually have specific procurement rules that need to be followed 
and may be somewhat different from the government-sector regulations. They often have 


requirements related specifically to a program. Most involve competition of some type.  


Direct-approach procurement methods used by public-sector RH purchasers include: 


a. Competitive Bidding 


In systems that have adopted principles of good public-sector procurement, bidding 
documents provide product specifications and performance expectations as well as rules 
and instructions about how to submit offers and information about how a winning bid will 
be chosen. Submissions are held until a specified closing date, and then opened publicly. Each 
offer is evaluated on its technical, commercial, contractual, and financial merit, and a winning 
bid is chosen in accordance with criteria described in the bidding documents. No 
negotiation is allowed except with regard to minor contractual points. There are two types 
of bids: open and restricted (also known as limited). 
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Open bid 
Sealed bids are solicited by means of a widely advertised invitation open to all suppliers that 
choose to participate in the competition.  


Restricted bid 
• Selective: Sealed bids are solicited only from certain suppliers selected by the 


procuring entity; otherwise, procedures and documentation are similar to open 
bidding. 


• Prequalified: Sealed bids are solicited only from suppliers selected through a 
process of prequalification carried out by the procuring entity that examines 
financial, business, and technical qualifications. Procedures and documentation are 
similar to open bidding. 


• Prequalified by the World Health Organization (WHO): Sealed bids are solicited 
only from suppliers that offer products prequalified by WHO based on quality and 
safety criteria. Procedures and documentation are similar to open bidding. 


b. Request for Quotation (with or without negotiation) 


Quotations are solicited from a limited number of manufacturers and suppliers. Offers are 
opened as they arrive, and price and content are considered on a case-by-case basis and 
may be negotiated. A contract is awarded based on the lowest price and what is considered 
to be the most advantageous offer. 


c. Sole-Source Procurement (with or without negotiation) 


Price and terms are negotiated with one chosen supplier without benefit of competition. 
Sole-source procurement is an exception and is typically used when an item is available from 
only one single supplier. Other reasons a sole-source procurement may be requested: 
delivery dates or delays resulting from competitive solicitation are not acceptable, an 
emergency has occurred, or due to user acceptability of an ongoing product usage (such as 
oral contraceptive [OC] pills). 


d. Shopping  


Selection is based on comparison of prices published or otherwise communicated by at least 
three suppliers. This is not appropriate for high-quantity/high-value contracts. 
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3. Procurement Cycle 
A procurement cycle is the repeating sequence of steps in a procurement process, 
generally starting at the initial planning phase and ending at possession of the goods. Steps 
and timing vary by situation and procurement method. A complete procurement cycle in the 
public sector, using competitive bidding, may span 12 to 18 months, depending on 
complexity, value, and number of approvals required. A generic procurement cycle is shown 
in Exhibit 5-2, and timelines are discussed in more detail in Section G. 


Exhibit 5-2 


L/C: Letter of credit. 
MOH: Ministry of Health. 
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E. Official Procurement Requisition 


The critical link between program planning (Phase I) and the procurement process (Phase II) 
of RH supply is the procurement requisition. The procurement requisition reflects program 
decisions about RH supply requirements and assigns procurement activity to a specific unit 
or office. Procurement requisitions are written and signed documents such as the examples 
in Module 4 (repeated in Exhibits 5-3 and 5-4). Note the inclusion of both the individual 
item request and the summary request that incorporates the individual items. Even when 
procurement work will be carried out by those who handled earlier program planning tasks, 
it is a good idea to prepare a written procurement requisition to establish a clear record of 
the particulars. (Discussion in this module assumes procurement-oriented personnel will 
carry out procurement tasks.) 







5 Procurement Planning       
 


Procurement Capacity Toolkit 5-13 


Exhibit 5-3  


Completed Item Procurement Requisition 


PROCUREMENT REQUISITION 
 


(1) To: RH Procurement/Logistics Unit 
 
(2) Program Submitted By: RH Program Planning Unit  
 
(3) Date: July 1, 2009 
 
(4) Program Contact Person: Emily Risari  
 
(5) Program Contact’s Telephone, Fax, Email: 62 74390 (tel), 62 74369 
(fax), erisari@moh.gov 
 
(6) Item: 


Product Name ID # Unit 
Unit of 
Measure Quantity 


Reference 
Price* 


Total 
Cost 


Oral 
Contraceptive C-54 Cycle 


Packet Each 14.25M US$0.35  US$4,987,500 


 *with freight, fees, taxes 
(7) Item Description: [short version]  
     Combined estrogen/progestin low-dose monophasic oral    
     contraceptive. Each monthly packet shall contain 28 tablets (28 day);    
     7 tablets shall contain ferrous fumarate (iron).  


  
(8) Full Technical Specification Attached: No      


 If “No,” Current Disposition and Date Expected:  
 Awaiting review/approval of technical expert—due July 15, 2009 
 
(9) Estimated Weight/Dimensions /100 Units: 1.52#; 0.1175 cu. ft.  
 
(10) Import License Required: Yes 


 
Quality Assurance Provisions:  
(11) WHO Prequalification Required? Yes 
 
(12) Preshipment Inspection Required? Yes 
 
(13) Preshipment Testing Required?  To be determined 
 
(14) Regulatory Licensing Required?  Yes 
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(15) Delivery Schedule: 
 Number of Deliveries: 6 


Date  Quantity   Location/Ultimate Consignee 
1. 3-1-09  2.375 M  Central Warehouse 
2. 5-1-09  2.375 M  Central Warehouse 
3. 7-1-09  2.375 M  Regional Warehouse 


 4. 9-1-09  2.375 M  Regional Warehouse 
 5. 11-1-09 2.375 M  Central Warehouse 
 6. 1-1-10  2.375 M  Central Warehouse 


  
(16) Partial Shipments Allowed? No 
  
Shipping Instructions: 
(17) Ship To: Ministry of Health, Government of Dharma [fictitious name] 
(18) Ship Via: Ocean Carrier to Port of Dharma, Republic of Dharma 
(19) Special Handling Requirements: Protect from heat and moisture   
(20) Shipping Marks: Generic Name; Contract No.; Lot No.; Expiry Date  
(21) Notify Party and Contact Information: Emily Risari; Phone: 62 74390 


 
(22) Payment Terms Authorized: Letter of credit (open at First National 
Bank) 
 
(23) Preferred Delivery Terms: CIP Port of Dharma 
 
(24) Procurement Option(s) Authorized: Competitive Bidding   
 
(25) Source of Funding: Government Budget 


  
(26) Applicable Regulations/Guidelines:  
       Public Procurement Regulations 2002 
 
(27) Foreign Exchange Available? Yes 


  
(28) Special Instructions: 


 a. Submit bidding document draft to Emily Risari for approval prior to 
release 


 b. Contract to allow for +/- 10 percent quantity fluctuation 
 
________________________________________________________ 


 
Procurement authorized by: ____________________ Date: _________ 
 
Authorizing signature: _______________________________ 
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Exhibit 5-4 


Completed Summary Procurement Requisition 
 


SUMMARY PROCUREMENT REQUISITION 
 


Multiple Items Per Attached Form 
 


Date: July 1, 2007 Project Reference: Not applicable 
Submitted By:  Source of Funding: Government Revenue 
   Reproductive Health Program Budget Year: 2007–2008 
Approved By: [signature] Accounting Reference: L74532 
 Budget Available: US$5,236,875 
Items:  
 Name ID # Quantity Estimated Cost  
1 OC C-54 14.25 million US$4,987,500 
2     
3     
4     
5     
OC: Oral contraceptive 


 


It is not enough for personnel charged with the procurement task to proceed with planning 
based solely on the written procurement requisition document because: 


• There is always room for misunderstanding about exactly what is to be purchased 
and when it is needed.  


• The procurement requisition may not reveal important information uncovered 
during the options assessment and budgeting process. 


• The procurement requisition may not take into consideration important facts 
known to the procuring entity. 


• Specifications attached to the procurement requisition may require more attention 
in order to bring them up to industry standards for procurement, particularly in the 
international marketplace.  


• Reference costs appearing in the procurement requisition may not reflect current 
market prices.  


• Budget availability may need to be updated. 


The necessary first step for good procurement planning and scheduling is to confirm, 
clarify, and expand on the basic information communicated by the procurement 
requisition.  
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1. Preliminary Examination and Confirmation 
The procurement unit should examine all aspects of the Summary Procurement Requisition 
and each supporting Item Procurement Requisition, looking for possible performance 
obstacles and areas that need clarification or possible modification. For example, the 
procurement requisition in Exhibit 5-3 mentions a specific bank for opening a letter of credit 
(L/C) (payment terms authorized), but the procurement unit may have had problems in the 
past with this bank. In addition, the procurement unit should: 


• Independently confirm reference prices by using the Internet or other tools, such 
as the MSH Drug Price Indicator Guide. 


• Confirm budget allocations by direct contact with the appropriate funding 
authority. 


• Ascertain timing for availability of funds by direct inquiry to the appropriate funding 
authority—for example, the Ministry of Finance. 


• Review technical specifications to make sure they are complete and in a format 
consistent with international standards for the industry, making sure that: 


– The technical description is complete. 


– Regulatory requirements are clearly stated. 


– Packing and marking requirements are included. 


– Inspection and testing protocols are included. 


2. Clarification and Elaboration of Requirements and 
Specifications 


In order to clarify and elaborate on requirements and specifications, procurement personnel 
must have an opportunity for frank discussion with the individuals who prepared the (a) 
procurement options assessment; (b) budget; (c) procurement requisition; and, possibly, (d) 
specifications. One way is to organize an informal meeting (or meetings) between program 
and procurement personnel to: 


• Review, confirm, discuss, and clarify as necessary all aspects of the procurement 
requisition.  


• Come to a complete understanding of what is to be purchased and when it should 
be delivered. 


• Uncover and discuss information that may have a bearing on the timeline, such as 
constraints or peculiarities in the system. 
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• Understand reasons behind findings and determinations that may have been 
sanitized for purposes of official consumption.  


• Communicate opinions about what is possible or not possible based on prior 
experience of procurement personnel. (For example: Is the requested delivery date 
realistic? Is the mode of transport practical? Is the delivery location practical?) 


• Discuss procurement options and possible procurement methods. 


This discussion provides an important opportunity to address problems before they occur 
and serves to set expectations and obtain a common understanding of the plan. 


By the meeting date, procurement personnel should have confirmed the budget and cost 
estimates, so if there are discrepancies, they can be discussed with the requesting party.  


The less formal such a meeting can be, the better, as some of the content is likely to touch 
on issues about which there is conflict between executive policy and reality—or problems 
because of executive policy. These are discussed in Section F. 
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F. Rules, Constraints, and Selection of 
Procurement Method 


Procurement rules, constraints, and methods are very important because they have a strong 
impact on the procurement cycle, which in turn helps to determine the procurement plan 
and schedule, including delivery dates.  


1. Funder’s Basic Rules 
The basic rules governing procurement are usually set by the entity that provides funds to 
pay for the goods, in other words, the “funder.” The funder may be a government budget, a 
donor, a development bank, or an independent organization. With the exception of several 
developing-country governments, most funders base their procurement rules on well-
defined principles of good public-sector procurement.  


Funders often specify the procurement method or methods a purchaser can use at different 
“financial thresholds.” They assign longer, more complex methods to high-value purchases 
more often than to low-value purchases, unless there are extenuating circumstances, such as 
a limited number of potential suppliers.   


Once a procurement method is defined, either by the funder or a choice of the procuring 
entity, planners can begin to estimate time requirements. These must be based on the actual 
process and procedures associated with the method in that environment, as well as 
tempered by any internal constraints, external conditions, and the level and number of 
approvals required before contracts can be awarded. The graphic shown in Exhibit 5-5 
demonstrates these relationships. 


 







 


 


Exhibit 5-5 


Factors Impacting the Procurement Cycle Timeline  
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Funder’s Basic Rules 
for Procurement 


Approval Structure 
• One Level 
• Two Levels 
• Ministerial Level 
• Governance Level 
• Outside Entity 


Financial Thresholds 


 
Procurement Method 


Internal Constraints 
• Funds Release 
• Banking and Currency 
• Bottlenecks 
• Executive Privilege 
• Bidder Protest 


Process Details


External Conditions 
• Market 
• Manufacturing Lead Time 
• Transport Mode 
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2. Factors That Help Determine the Method of 
Procurement 


a. Agreement With Funder 


Development banks, such as the World Bank, include specific requirements in their loan and 
credit agreements with governments about how procurement is to be carried out for 
specific classes of goods when using funds derived from the development bank. 
Contraceptives are often mentioned, particularly condoms. 


Bilateral donors may include specific requirements about procurement when providing funds 
to support RH and other programs. For example, some limit supply sources to 
manufacturers in the donor country.  


b. Financial Thresholds 


Funders, including governments and development banks, usually specify financial thresholds 
at which certain methods of procurement are required. For example, the World Bank sets 
the threshold for international competitive bidding (e.g., open competition, sealed bidding) 
at US$300,000.  


c. Costs Associated With the Process 


Costs are related to workload, with open bids requiring the most work. 


Document printing and distribution add to the cost for competitive bidding due to printing 
and distributing related documents.   


d. Effect on Price  


Generally, the more competition, the more favorable will be the effect on price. 


If budgets have been prepared on the basis of open competition, a less competitive method 
may deliver prices that are in excess of the funding available.  


e. Procurement Cycle Time 


Open bids require the longest cycle, which necessitates planning the earliest possible 
procurement start date required to support needed delivery dates. 


Other methods are shorter, but may need to be approved if the total procurement value is 
more than an established financial threshold that requires open bidding.   
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f. Currency Constraints: Local Currency or Foreign Exchange 


International procurement may be ruled out if foreign exchange is not available. 


g. Quantity of Requirements 


Bidding on small-quantity contracts usually does not interest well-established international 
suppliers, so it is not worth the time and expense of open bidding. Likewise, large quantity 
requirements can benefit from international competitive bidding. 


h. Number of Reputable Manufacturers Worldwide (size of supplier pool) 


If there is only one manufacturer, or just a few, there is no incentive for the time and cost 
of competitive bidding.  


i. Quality Issues/Concerns 


Different procurement methods offer RH purchasers different levels of QA. Competitive 
international bidding restricted to manufacturers and products prequalified by WHO offers 
a high level of confidence, while local shopping usually carries a much lower level of 
confidence. See Supplementary Topics, Section H: Product Quality Assurance, for more 
information. 


A summary comparison of purchasing methods can be found in Section I.2 of this module. 


3. Internal Constraints 
Most procurement environments have anomalies that must be taken into consideration 
when estimating a timeline. Constraints commonly found in developing economies include: 


• Budgeted funds will not be released until after payment must be made.  


• Budgeted funds are released on a quarterly or monthly basis and may need to be 
accumulated over time and coordinated with payment obligations, particularly for 
high-value contracts. 


• Access to foreign currency may be limited. 


• The government may specify a bank for L/C transactions that does not have 
adequate capability or good access to the international banking system. 


• The procurement unit may be required by its government to turn over 
requirements for related services to a different ministry, thus losing control of the 
time element.  
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• Ministerial or executive privilege in awarding contracts very often results in bidder 
protest, which then delays or even cancels a bid process.  


• A long regulatory licensing process, or a regulatory licensing process used as a 
trade barrier to protect local industry. 


• Slow, multilevel approval requirements, particularly if recommendations are re-
evaluated at each level. 


• If funds are from a World Bank loan or credit, additional time must be allocated for 
three or more reviews and determination of “no objection.” See Module 7 for 
more information. 


4. External Conditions 
The length of time from order to delivery is also affected by transportation issues, 
conditions in the marketplace, and the supplier’s order and inventory position.  


Ocean shipment requires at least four weeks from most locations. Air shipment can be 
overnight, but it is much more costly. 


If there are shortages in the marketplace—e.g., demand exceeds supply or manufacturing 
capacity—customers must wait longer for their orders to be filled. 
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G. Demonstration Timeline for Procurement of 
a Single Contraceptive Product: Case 
Study—Part One 


The steps required for an open bid (sealed international bidding) are outlined in the 
procurement cycle graphic in Section D (Exhibit 5-2). The open bid method of procurement 
has been chosen for demonstration purposes because it is commonly used to purchase 
contraceptives in large quantities.  


Restricted bidding is a variation of sealed international bidding. It does not have significant 
impact on the total time required; it is more a matter of when in the process steps are 
performed. Bidding may be restricted to products that have been prequalified by WHO for 
quality attributes and/or to suppliers that were accepted through an open prequalification 
exercise that examined financial, commercial, and technical attributes. Or, a procuring entity 
may decide to arbitrarily narrow the field to known, established suppliers.   


Estimating how long each step of the procurement process will take is the most 
difficult part of developing a procurement timeline. There is no rule of thumb; 
experience with the particular circumstances and information gathered during confirmation 
and elaboration of the requirements must guide the estimates. In some instances, time limits 
set for particular steps are part of the national procurement legislation. Whether or not 
these limits are normally observed is an important piece of information to be considered. 


A full procurement cycle under open bidding is likely to take more than 1 year. 
Many people unfamiliar with public procurement find a turnaround time of more than 1 year 
unbelievable and excessive. And there is a tendency to focus criticism for “slow” 
procurement on the procurement unit, when, in fact, it is often a matter of unrealistic 
expectations. Thus, a very good initial estimate is to the benefit of everyone. An honest 
appraisal of internal constraints (including regulatory licensing conflicts), as well as an 
accurate allowance for external conditions and the established approval structure, is critical 
to success in this regard.   


This module will revisit the case study in Module 4 to demonstrate development of a 
timeline for high-value procurement based on the assumption that approvals will be 
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required only from the government authority.2 Although the time estimates in this case 
study may not be particularly accurate, they do serve to illustrate the process and reasoning 
that go into good procurement planning. 


Case Study—Part One 


Setting: Ministry of Health, Republic of Dharma [fictitious name]. The Director of 
Reproductive Health (RH) oversees four units in roughly the following hierarchy: 
Program Planning Unit, Procurement/Logistics Unit, Information and Education Unit, 
Service Delivery Unit. 


Senior personnel from Program Planning and Procurement/Logistics prepared a draft 
budget in March for the fiscal year beginning July 1. It was adjusted downward before 


being approved for action.  


On July 1, the RH Procurement/Logistics Unit received an official procurement 
requisition for multiple items from the RH Program Planning Unit. It consisted of a 
Summary Procurement Requisition and five individual Item Procurement Requisitions 
giving pertinent information about the requirements (refer back to Exhibits 5-3 and 5-4 
in Section E). 


Immediately upon receiving the requests, Max Rapert, head of the RH Procurement/ 
Logistics Unit, arranged for a meeting between his staff and RH program personnel who 
contributed to the budgeting work. The objective of the meeting was twofold: 


 1. To make sure everyone concerned had a clear understanding of what is required 
and what will be purchased. 


 2. To discuss potential constraints—official or unofficial—that might affect the 
timeline. 


In preparation for the meeting, his procurement staff double-checked the reference 


prices on the Item Procurement Requisition by going online to the MSH website’s 
International Price Indicator Guide. Later, they visited the Ministry of Finance to confirm the 
budget-available number on the Summary Procurement Requisition and to find out when 
these funds would be released. Their visit was facilitated by the fact that they were able 
to provide the correct accounting reference number, which had been included on the 
summary request. The budget numbers were accurate, but they were surprised to learn 


                                                 
2 In cases in which funding comes via a development bank, two sets of approvals are required—one from the government 
authority and one from the development bank. This increases the number of steps required and extends the time it 
takes to procure a product. 
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that the actual release of funds would be made in four equal installments: on July 15, 
October 15, January 2, and April 1.   


At the meeting, participants went through the procurement requisitions item by item, 
looking for potential problems, then engaged in an open discussion about other 
constraints that might affect the timeline. Below are the meeting notes that pertain to 
the purchase of OCs. (Max used the numbering system from the procurement 
requisition for reference.) 


Review of the OC Requirements in the Item and Summary Procurement 
Requisitions (Exhibits 5-3 and 5-4)   


Item Description  


(8) The full technical specification is supposed to be available 2 days from now. When 


it comes, we will check to make sure it is similar in form and content to the industry 
standard and that it is consistent with the short version.  


(10) We have noted the requirement for an import license and will include it in our 
bidding documents. 


Quality Assurance Provisions  


(11) Question from the floor: “Why do we need WHO prequalification if the OCs 
are licensed by our own national regulatory authority (NRA)?” Short answer from RH 
program staff: WHO prequalification helps to augment QA activities performed by the 
purchasing-country NRA. WHO performs the extra steps of inspecting the 
manufacturing facility to confirm compliance with current good manufacturing practices, 
reviewing product dossier information, and additional testing of product samples.  


(11) According to John, who transferred over to the RH procurement unit from the 


government’s central procurement unit several months ago, the government may not 
allow us to require WHO prequalification based on its beliefs that (a) it will limit 
competition, and (b) it is not necessary because the NRA is capable of safeguarding the 
quality and safety of any pharmaceutical product entering the country. We do know that 
our NRA has received a great deal of technical assistance recently—much of it through 
WHO—so it may be fully capable of this task. However, in our collective opinion, 
capability is one thing, execution is another. We will ask our director and highest-level 
program managers to discuss WHO prequalification with the appropriate authorities. 
We are going to need a fast answer on this, because it has to be mentioned in the 
bidding documents we will prepare in the very near future. If the answer is negative, 
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probably we will still use the WHO prequalification list to identify manufacturers to 
notify of our upcoming procurement. We will also review the WHO prequalification 
information to identify appropriate QA requirements to include in our bidding 
documents. 


(12) Sam, another new member of the procurement staff, asked why we would want a 
preshipment inspection if we are allowed to require WHO prequalification. Answer: 
WHO prequalification is a predictor of quality and efficacy based on a careful 
examination of manufacturing facilities, procedures, and representative products at a 
point in time. (See Supplementary Topics, Section E: Prequalification, for more 
information about WHO prequalification.) The preshipment inspection serves a different 
purpose; it is a visual inspection of specific goods, packed for shipment, to make sure the 
right quantities are being supplied; the packing, packaging, and labeling are all according to 


contract requirements; and the packaged tablets appear to be in good shape. The buyer 
always retains the right of inspection. (See Module 9 for more information about 
preshipment compliance, and Supplementary Topics, Section I: Product Inspection and 
Testing, for more information about product testing.) 


(13) We will not decide about preshipment testing of OCs until after a supplier has been 
chosen. If it turns out to be a company we are not familiar with, we will probably ask for 
testing. For now, we are making a note to include a clause in the bidding documents, 
stating that we retain the right to have the goods independently tested prior to 
shipment.  


(14) Regulatory licensing is required by our government statutes, but it can become a 
source of delay if the OCs offered in the winning bid are not already licensed by our 
NRA. In order to comply with good public-sector procurement practice, our bidding 
rules support the widest possible competition, which means we accept bids for goods 


that are not yet licensed; however, licensing must be in place before a contract can be 
signed. Typically, licensing in our country takes 6 to 8 months—an unresolved conflict. 
We will not know if there is going to be a problem until a winning bid is chosen, but in 
the meantime, our RH program manager will be petitioning for fast-track licensing. (See 
Supplementary Topics, Section K: Regulatory Authorities, for more information about 
regulatory licensing.) 


Delivery Schedule  


(15) Six deliveries 2 months apart, beginning in March of 2008, which is only 8 months 
away, and experience tells us the procurement cycle will take closer to 12 months. 
Program personnel are alarmed by this prediction because their requested delivery 
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schedule is based on projected inventory levels and warehouse capacity. They did not 
suspect a problem because the new government-wide guidelines for procurement 
processing show an 8-month schedule. After preparing the first draft of our procurement 
plan and processing schedule, we will meet again with program personnel to work out 
these timing issues. 


Shipping Instructions  


(18) Program staff may need to consider paying for limited air freight to meet the first 
delivery date, if the procurement cycle cannot be reduced to 8 months or another 
solution cannot be found. 


Payment Terms 


(22) International suppliers generally expect an L/C, which is what has been authorized 
for the OC purchase. When we open the L/C, it must be “collateralized”; that is, the 
funds must be deposited in the opening bank against the time the “beneficiary” (supplier) 
shows proof that he has performed (shipped the goods). That means we would need the 
entire amount budgeted for the OC purchase 4 to 5 months from now—when only half 
of the RH procurement funds have been released—if we have an 8-month procurement 
cycle. 


Delivery Terms—CIP Port of Dharma [fictitious name] 


(23) Noted.  


Procurement Options Authorized  


(24) Competitive bidding is the preferred approach to public-sector procurement 
because it allows us to select either an open or a restricted method—as long as it 


involves sealed bids and evaluation based on specified criteria. If we do not run into 
significant constraints, we will advertise the opportunity to bid rather than soliciting 
offers from a few preselected suppliers. We will not undertake a prequalification 
exercise for OCs.3 Instead, we will “post-qualify” the winning bidder based on financial, 
commercial, and technical attributes that will be specified in the bidding documents. We 
are basing this decision on marketplace characteristics; OC manufacturers and suppliers 
in general tend to be trustworthy and quality conscious. If we were going to purchase 


                                                 
3 Prequalification is based on financial, technical, and commercial attributes of the manufacturer (supplier/bidder), which 
is different from WHO prequalification for quality and efficacy of the product. 
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condoms on the open market, we might make a different decision based on the history 
of the condom industry.   


Source of Funding   


(25) This year, contraceptives will be purchased with funding from the government 
budget. However, our RH program manager has secured a commitment for additional 
OCs through bilateral donation.  


Applicable Regulations/Guidelines 


(26) Government procurement regulations and the government system must be used to 
purchase goods with funds from the government budget. This has far-reaching 
implications, which we will discuss after we finish reviewing the procurement requisition.  


Foreign Exchange 


(27) Foreign exchange is available for paying foreign suppliers, but the amounts vary, and 
our government puts limits on how much any one entity or person can obtain at one 
time. Our procurement/program liaison will begin making arrangements right away to 
reserve the necessary currency.  


Special Instructions 


(28) Program staff want to review the draft bidding documents and specifications before 
we make them available to potential bidders. We think this is an excellent idea and will 
add their approval to our timeline. 


The contract for OCs should be written to allow for a +/- 10 percent quantity 
fluctuation. During our meeting, RH program staff explained that their budget for OCs is 
a little less than the full amount required, so they want to be able to revise the quantity 


downward to accommodate the shortfall. This came as a surprise to the procurement 
staff, as they had not seen the budget worksheets, only the Summary Procurement 
Requisition. However, the discrepancy would have been obvious if they had totaled up 
the estimated costs for all five items on the summary and matched the total to the 
budget-available figure—a lesson learned! 
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Summary of Internal Constraints Noted During Review of Procurement 
Requisition for OCs 


1. The government may not allow us to require WHO prequalification, so we will need 
to be ready with an alternate plan to ensure quality and safety. One alternative is to 
require that a manufacturer’s product adheres to international standards. 


2. The length of time required for regulatory licensing may delay contract signing and 
result in late delivery.  


3. The delivery schedule may be unrealistic; RH program staff are asking for 8 months 
when 12 or more months is likely. 


4. Funds will be released in four increments, and the release schedule may delay 
opening of the L/C, thus delaying the manufacturer’s production commitment, which 


in turn will delay delivery.  


5. Foreign currency is limited and requires early application. 


Open Discussion: Potential Problems and Bottlenecks  


Max shared this background with the meeting participants:  


Until recently, government-funded purchasing activity was based on tradition and 30-
year-old administrative procedures. However, 2 years ago, a new set of regulations and 
bidding documents based on widely held standards for good public-sector procurement 
were adopted and recently became law. We like the new regulations and documents in 
general, but have stumbled a little in our first attempts at using them. This year, we are 
planning for some technical assistance to help us develop our capabilities and guide us 
past potential problems, such as poor scheduling, incomplete specifications, and unclear 
bidding documents.  


The transition to modern, good public-sector procurement practices has challenged 
some of our government officials as well. This is an important consideration because it 
involves problems that are not under our control but must be factored into our 
procurement timelines. 


In order to get this part of our discussion started, Hal, one of our senior procurement 
officers, read from a document he found on the Internet about procurement problems. 
(See Section F.3 for a summary of these problems/constraints.) The group discussed 
which ones might be a concern for us based on history and personal knowledge:  


Slow approvals: Due to inattention, multilevel repetition, and traditional “gifting” 
practices, we have a history of this problem. Things are improving now that our new 
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procurement regulations have become law, but old habits die hard, so we will allow 
some extra time for the approval process. 


Bidder protest that cancels or slows award of contract: In the past, high-level officials 
sometimes bypassed the evaluation process and asked us to select a particular offer. We 
had no choice, and twice this led to official protests from the other bidders. We ended 
up cancelling these bids, and the delay in delivery from having to re-bid led to disastrous 
OC stock-outs in some locations. We do not think this is likely to happen again because 
our new good public-sector procurement regulations make it very difficult to hide 
favoritism and patronage activity. However, we will allow a little extra time in case any of 
our long-term officials have difficulty assimilating the idea of fair competition.  


Sometimes there is such fierce competition among suppliers for high-value contracts that 
unsuccessful bidders will protest, even though the process was completely fair. 


Apparently, these bidders believe they can change the outcome and/or force cancellation 
and re-bidding, giving themselves another chance to win—fairly or unfairly. This malicious 
tactic ruins our timeline for procurement and delivery of RH products, so Hal has been 
thinking about what we might do to combat it. There is no guidance in our procurement 
regulations, so this is what he is proposing:  


 A protesting bidder should be heard by a special committee and receive a 
determination within a week after the award announcement. If he loses, he is 
blacklisted (not allowed to bid on any future government contracts) for a substantial 
period of time. If he wants to pursue his claim further, he can do so, but he would 
have to deposit a sizeable fee, part of which could be refunded if he eventually won 
his case. In any event, the contract would not be delayed beyond the initial 
determination. The only benefit to appealing a negative finding would be to prevent 
the blacklisting.  


Perhaps we could include this in our bidding documents, but more likely it would need 
to be appended to our government-wide procurement regulations. It is clearly an 
important issue that must be addressed. We agreed to discuss this with our director and 
ask her to approach the Ministry of Law about the issue. In the meantime, program 
personnel will reassess their buffer-stock levels and try to develop a plan to cover such 
an event.  


Difficulty contracting for supporting services, such as advertising, inspections, 
laboratories, customs clearing, banking, and transportation, due to awkward government 
policy or procedures: Except for advertising, we are not having many problems in this 
regard because our new procurement regulations allow us to contract on our own 
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behalf and provide us with detailed instructions and standard forms. However, 
advertising in local newspapers remains a problem because this is the one case in which 
we are not allowed to contract directly but must turn over our requirements to the 
Ministry of Information. This adds at least a week, sometimes 2 weeks, to our timeline. 


Estimated Timeline 


Exhibit 5-6, on page 5-34, is a timeline worksheet that was developed several months ago 
by the RH Procurement/Logistics Unit. It shows, in weeks, the government’s general 
guideline numbers in the first column, the generic procurement estimates in the second 
column, and the differences between the two in the third column. The fourth column is 
for trying out different estimates.  


At the time the worksheet was developed, the procurement staff made generic estimates 


for each of the main steps that, when added together, came to almost 13 months—6 
months longer than RH program personnel indicated in their procurement requisition. 
As a result of the meeting this morning, our procurement staff now understands where 
the 8-month requirement came from for the OC purchase. Unfortunately, program 
personnel overlooked the government’s guideline disclaimer, which states that A 
competitive procurement process requires 8–12 months from request to the first delivery—
sometimes more. 


The first thing that becomes apparent when comparing the government guidelines to the 
generic estimates is a difference in line items—e.g., tasks to which time is assigned. The 
procurement unit’s generic estimate lists five tasks that do not appear on the 
government/program estimate, which accounts for 13 weeks of the 23-week difference. 
The second issue is differences in time estimates for two major variables—manufacturing 
lead time and shipping—which account for another 8 weeks of difference. Presumably, 
the 4-week contingency allowance in the program estimate would help offset this, leaving 


a total of 17 weeks difference.   


Based on the information they obtained in the planning process, the procurement staff 
have decided to complete an updated timeline worksheet (see Exhibit 5-7 on page 5-35). 
Starting from the top of the worksheet, here is what our procurement staff are 
proposing for the OC bid, along with their reasons: 


Initiate procurement of item or grouping: 0 weeks  
 No allowance is necessary because most of this work has already been done. Our 


files are set up, and the recordkeeping system is in place. We now have the pertinent 
information we need, and our data are well on their way to being organized. 
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Develop bidding documents: 4 weeks 
 Good bidding documents are critically important to maintaining the timeline, and the 


new standard documents are still a little unfamiliar to us, so we will give ourselves 4 
weeks in which to develop the OC documents. Two weeks is not nearly enough.  


Solicit, receive, and open bids: 8 weeks 
 Bidding documents need to be “on the street” for a minimum of 6 weeks (the 


program estimate) for international competition, but we know there will be a front-
end delay during placement of advertisements because we must involve the Ministry 
of Information, so we are going to stick with our generic estimate of 8 weeks. 


Select winning bid: 6 weeks 
 This is really a two-part task—evaluation and approval—as indicated in the program 


estimate. Although this work could probably be done in 2 or 3 weeks, we will stay 


with a 6-week estimate based on the potential for processing delays inherent in the 
change-over to modern good public-sector procurement practices. Since we have 
already included the 2 weeks for obtaining approvals (noted in the government 
guidelines) in our estimate of 6 weeks, we can go ahead and deduct the 2 weeks in 
the “Difference” column. 


Notify award: 1 week 
 Our procurement regulations allow 1 week for notifying the winning bidder. 


Receive performance security and sign contract: 2 weeks 
 Since time is of the essence for this procurement, we will cut down the time 


normally allowed for receiving performance security and signing the contract from 3 
weeks to 2 weeks—but we must remember to mention this in the bidding 
documents. 


Open L/C: 2 weeks 


 This task was not included in the government guidelines, probably because it was 
written with national, not international, procurement in mind. Opening an L/C usually 
takes us about 2 weeks by the time we involve our Finance Unit and check to make 
sure the bank has included the correct terms and documentary requirements. 


Manufacturing lead time: 8 weeks 
 Although our generic timeline used a “worst-case”12-week lead time, our latest 


market intelligence does not indicate shortages, so we think an estimate of 8 weeks is 
reasonable. 
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Preshipment quality check: 2 weeks 
 In our generic timeline, we allocated 4 weeks to this task, including testing. Much of 


the time allocation was for setting up contracts and reviewing results. OCs probably 
will not require testing, and the contract for inspection—if we decide it is 
necessary—could be set up during the manufacturer’s lead time. Thus, we think 2 
weeks would be more than adequate. 


Shipping and transit time: 5 weeks 
 Actual transit time depends on how far the goods need to be shipped. We estimated 


8 weeks for the generic timeline, but for OCs, we are happy with a 5-week estimate. 


Delivery, including import procedures: 2 weeks 
 Both the generic estimate and the program estimate suggest 2 weeks is reasonable 


yet the government guidelines do not mention time for delivery.   


Contingency 
 Contingency planning is addressed on a case-by-case basis, but since we plan to 


monitor this contract closely, we are comfortable without a contingency, so we 
deducted the 4 weeks in the “Difference” column. 


In total, the OC timeline now spans 40 weeks—or 10 months—which is still not good 
enough to deliver the first shipment of OCs next March—8 months from now. In 
addition, the government’s quarterly funds-release scheme is beginning to worry us, 
because contracts for several RH products will need early funding from the RH 
procurement account. We wonder if there will be enough money accumulated by then.   


We will meet with our director and senior program officers to discuss delivery schedules 
and these funding challenges within the next few days. In the meantime, we will draft 
timelines for the other commodities and start working on a procurement plan/schedule 
that will include the entire list of commodities in our procurement requisition summary. 


A blank copy of the timeline worksheet has been included in Section I.1 for future use. 
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Exhibit 5-6 


Timeline Worksheet for OC Bid: Generic Estimate 


Government 
Guidelines 


Generic 
Estimate Difference Possible 


Reductions 
Task Time to Complete (in weeks) 


Initiate Procurement of Item  
or Grouping 0 4 4  


Set up files/recordkeeping system     
Compile pertinent information      
Organize data     
Develop Bidding Documents 2 5 3  
Include instructions and rules for bidding, 
criteria for evaluation of contract 
provisions, product requirements, delivery 
schedule, etc. 


    


Solicit, Receive, and Open Bids 6 8 2  
Place advertisements; notify parties that 
have expressed interest     


Sell bidding documents     
Organize and hold pre-bid conference for 
potential bidders     


Organize and hold public bid opening     
Select Winning Bid 4 6 2  
Examine and evaluate each bid     
Compare offers and identify best     
Obtain approvals 2 0 -2  
Notify Award 0 1 1  
Receive Performance Security/Sign 
Contract 2 3 1  


Open L/C 0 2 2  
Manufacturing Lead Time 8 12 4  
Preshipment Quality Check 0 4 4  
Contract services of independent inspector, 
laboratory      


Inspection      
Testing (as required)     
Review reports/authorize shipment (1)     
Shipping/Transit Time 4 8 4  
Delivery 0 2 2  
Import procedures     
Receiving inspection     
Certificate of Acceptance     


Contingency period 4 0 -4  
Total 32 55 23  
     
  Tasks not mentioned in the government guidelines.   
     


 
 


 
Tasks not differentiated in generic estimate: Selecting winning bid includes obtaining approvals; 
contingencies are built into individual entries. 
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Exhibit 5-7 


Timeline Worksheet for OC Bid: Revised Estimate 


Government 
Guidelines 


Generic 
Estimate Difference Possible 


Reductions 
Task Time to Complete (in weeks) 


Initiate Procurement of Item  
or Grouping 0 0 0   


Set up files/recordkeeping system     
Compile pertinent information      
Organize data     
Develop Bidding Documents 2 4 2  
Include instructions and rules for bidding, 
criteria for evaluation of contract 
provisions, product requirements, delivery 
schedule, etc. 


    


Solicit, Receive, and Open Bids 6 8 2  
Place advertisements; notify parties that 
have expressed interest     


Sell bidding documents     
Organize and hold pre-bid conference for 
potential bidders     


Organize and hold public bid opening     
Select Winning Bid 4 6 2  
Examine and evaluate each bid     
Compare offers and identify best     
Obtain approvals 2 0 -2  
Notify Award 0 1 1  
Receive Performance Security/Sign 
Contract 2 2 0  


Open L/C 0 2 2  
Manufacturing Lead Time 8 8 0  
Preshipment Quality Check 0 2 2  
Contract services of independent inspector, 
laboratory      


Inspection      
Testing (as required)     
Review reports/authorize shipment (1)     
Shipping/Transit Time 4 5 1  
Delivery 0 2 2  
Import procedures     
Receiving inspection     
Certificate of Acceptance     


Contingency period 4 0 -4  
Total 32 40 8  
     
  Tasks not mentioned in the government guidelines.   
     


 
 


 
Tasks not differentiated in generic estimate: Selecting winning bid includes obtaining approvals; 
contingencies are built into individual entries. 
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H. Procurement Plan, Schedule, and Monitoring 
Tool: Case Study—Part Two 


1. Procurement Plan 
Once the procurement unit has received annual procurement requisitions from each 
department it serves, it assigns procurement methods and sorts the required goods and 
services into groups of items that are likely to be available from the same supplier. In large 
systems, this sorting helps to manage the workload by reducing the number of bids, 
contracts, approvals, L/Cs, and other components that must be processed. If the groupings 
are very large, they may be subdivided by department, required delivery date, destination, 
financial thresholds, or any other criteria that serve a purpose. These groupings are 
sometimes called “packages” in procurement literature; however, this document will use 
“contract grouping” to avoid confusion with packaging of the wrapping and boxing type. 


The procurement plan assigns numbers to each contract grouping and lists them on a 
document or form that includes: 


• Name of the goods. 


• Unit of measure. 


• Quantity. 


• Estimated cost. 


• Requested delivery date. 


• Funder (if multiple). 


• Procurement method. 


2. Schedule 
Obviously, everything cannot be processed at one time (except in very small operations), so 
the procurement unit also develops a tentative schedule for purchasing activities. This 
schedule serves multiple purposes: not only does it help to organize the workload, but it 
identifies time frames in which certain things will be required, such as funds to cover 
payment commitments. 
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3. Monitoring Tool 
The procurement plan can also serve as a rudimentary monitoring tool for the progress of 
the procurement. This can be done by tracking the planned and actual dates for the 
procurement. This will highlight those procurements that are behind schedule and could 
jeopardize the program. This tool is adequate for tracking most procurement activity, but it 
cannot be used for contract monitoring, which is the subject of Module 9.    


Case Study—Part Two 


The procurement staff has transferred their OC timeline estimate to the corresponding 
line on the procurement schedule (Exhibit 5-8), but in a slightly different form: instead of 
using the number of weeks each step will take to process, they have calculated the week 
number in which a process should be completed. For example, counting from week 0, 
the bid opening should happen in week 12, contract signing in week 21, and delivery in 
week 40. From there, it is easy to build a calendar. If they begin on July 9, adding 12 
weeks, the bid opening would result on October 1, and so on. Now they know they will 
need to be ready with cash funds for OCs on about December 17 to support an April 14 
delivery. 


In comparing the estimated cost of the OCs (US$4,900,00) and the amount accumulated 
from the government’s quarterly funds release prior to December 17 (US$5,285,064), it 
appears there would be enough money to cover the commitment.   


However, OCs are not the only contract that will need to be supported with 
the government’s quarterly funding. Three additional products and their estimated 
costs have been entered on the plan side. The big question is: When do they have to be 
paid for?    


Individual worksheets prepared earlier by the procurement staff show a different 
timeline for each product, due to unique market characteristics and the method of 
procurement. Without entering details, let us assume that at least one other product will 
need to be paid for in the same time frame as the OCs, and there will not be enough 
funds to support both. These issues and other conflicts that come to light during the 
procurement planning stage (for example, delivery schedule versus warehouse space or 
low stock level) must be resolved between high-level program personnel and high-level 
procurement personnel before our procurement staff can proceed.  
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Here are the meeting notes: 


Subject   
  2007–2008 Procurement Schedule for High-Value Contraceptives. 


Problems addressed  
Funds-release schedule in conflict with payment obligations. 


Delivery schedules in conflict with inventory positions. 


Potential solutions tabled and discussed 
 A potential solution in some countries may be to split the OC requirement into two 


contracts with two bidding cycles run several months apart. The values would still be 
high enough to attract good competition, but the payment obligation would be 
spread out over several quarters. If different suppliers won, it would create back-up 


possibilities in the event of production delays and/or default. 


 Temporarily shift funds earmarked for another line item to RH commodity 
procurement. 


 It would be good if we could sequence some of the procurement so payment is not 
needed until after the 36th week of the year. Is there inventory available for any of the 
products that would allow a later resupply?   


 We might be able to add 10 or 15 percent to an existing contract now and shift the 
new contract to a later date. We would have to pay for the add-on right away, but it 
probably would not be enough to hurt the financial picture, leaving the bulk of funds 
from the first two increments available for the most critical procurement. 


 What is the lead time for UNFPA condoms? It might not be necessary to order them 
until later in the fiscal year. Remember, this procurement option will not require a 
bid process; we can go right to contract signing and payment.  


 Perhaps we can use different payment terms for some of the contracts. The L/C is a 
very secure way to do business for us and for the supplier and it helps attract 
competition, but having to fund it at the same time we award the contract would put 
a strain on our financial picture. If we could get suppliers to accept a “payment 
against documents” arrangement, we would not have to come up with the cash until 
the goods ship.   


 We have a donor commitment for 250,000 OC cycles to help fill our annual 
requirement. If we can secure early delivery of the donated OCs, will that allow for a 
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later bid process and contract? Someone will need to check existing inventory and 
the most current draw-down projections. 


 If the government is going to continue using a quarterly funds-release approach, we 
should increase our buffer stock.  


 Do you think the Ministry would let us use leftover funds from the old development 
credit? Answer: Maybe, but it would add time to our schedule because of the extra 
approvals we would need to obtain at each stage of the procurement process. 


 Could we borrow condoms from another program? 


 How about a short-term loan arrangement with a donor or a development bank?   


 Local suppliers do not usually ask for L/Cs. Is there a reason we are not using local 
suppliers? Answer: Not enough capacity. 


 Intrauterine devices (IUDs) are lightweight. Maybe we could use air freight and 
eliminate the 6-week ocean crossing; that would allow us to order and pay later in 
the year. 


 Perhaps we should consider purchasing IUDs from a supply service catalog instead of 
taking the time to run a bid process. The government would not require us to use a 
bid process for this because the total cost would be less than US$300,000.   


Agreed plan of action 
a. Obtain the donated OCs as soon as possible (and try to get more). 


b. Divide the OC requirement into two bids and initiate the first one immediately. 


c. Extend the existing injectable contract by 15 percent and schedule the new bidding 
work to begin as soon as the first OC bidding work is under control. 


d. Schedule the UNFPA condom agreement so that payment falls in the fourth quarter. 
Borrow condoms from the HIV/AIDS program if stock falls too low. 


e. Switch the procurement method for IUDs to a Request for Quotation and solicit 
local suppliers and supply services as well as manufacturers, offering a down payment 
plus cash against documents.  
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Exhibit 5-8 


Procurement Plan and Schedule 


The example in Exhibit 5-8 on the following page uses four RH commodities to demonstrate 
a combined procurement plan and schedule. The plan section is on the left side; the 
schedule section is on the right side. Each item on the plan side is a contract grouping. On 
the schedule side of the document, the column headings represent a sequence of major 
events in the expected procurement process. Based on the information in the case study, 
the procurement plan and schedule for OCs has been completed. The procurement 
schedule can also be used to track the progress of the procurement by noting the planned 
date, actual date, and elapsed time. According to the procurement schedule for OCs, the 
procurement is behind schedule by 18 days. This should be elevated to management because 
it will impact the delivery of the product. A real schedule would have many more contract 
groupings and may use a different set or sequence of events.  


In studying the example, readers will notice a second table at the bottom of the page. This is 
used to indicate expected funds-release dates and amounts. The first row shows the 
number of weeks from July 1 (the beginning of the fiscal year) in which a release of funds 
should occur. The second row shows a corresponding date. The third row is the amount to 
be expected. And the fourth row calculates cumulative amounts up to the total budgeted. 
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Exhibit 5-8: Procurement Plan and Schedule 


Procurement Plan Procurement Schedule 


# Goods Unit Qty in 
Millions Method Est Cost 


Requisition 
Received 


Date 


Advertise 
Bid 


Bid 
Opening 


Evaluation 
and 


Approval 


Contract 
Signing 


Payment 
Obligation Delivery 


1 OC Cycle 14 Bid US$4,900,000 0 +6 wks +12 wks +18 wks +21 wks +23 wks +40 wks 


 Planned Date 07/09 08/20 10/01 11/12 12/03 12/17 04/14 


 Actual Date 07/08 08/20 10/01 11/30 12/18   


 Elapsed Time (in days) 1 day early 0 days 0 days 18 days late 18 days late   
                          


2 Condom Each 75 UNFPA US$1,500,000               


 Planned Date               


 Actual Date        


 Elapsed Time (in days)               
                          


3 IUD Each  0.080 Bid US$440,000        


  Planned Date        


 Actual Date        


 Elapsed Time (in days)           
                          


4 Injectable Dose  2.5 Bid US$3,975,000               


 Planned Date        


 Actual Date        


  Elapsed Time (in days)               
                 


 RH Budget 2007–2008: Funds-Release Dates and Amounts    


From July 1: 2 weeks  14 weeks  24 weeks  36 weeks    


Date: July 15  October 15  January 2  April 1    


Amount: US$2,642,532  US$2,642,532  US$2,642,532  US$2,642,532    


Cumulative:   US$5,285,064  US$7,927,596  US$10,570,128    


5 
Procurem


ent Planning 
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I. Reference Material 


1. Forms 
Timeline Worksheet 
 


Government 
Guidelines 


Generic 
Estimate Difference What If 


Task Time to Complete (in weeks) 
Initiate Procurement of Item  
or Grouping     


Set up files/recordkeeping system     
Compile pertinent information      
Organize data     
Develop Bidding Documents     
Include instructions and rules for 
bidding, criteria for evaluation of 
contract provisions, product 
requirements, delivery schedule, etc. 


    


Solicit, Receive, and Open Bids     
Place advertisements; notify parties 
that have expressed interest     


Sell bidding documents     
Organize and hold pre-bid conference 
for potential bidders     


Organize and hold public bid opening     
Select Winning Bid     
Examine and evaluate each bid     
Compare offers and identify best     
Obtain approvals     
Notify Award     
Receive Performance 
Security/Sign Contract     


Open L/C     
Manufacturing Lead Time     
Preshipment Quality Check     
Contract services of independent 
inspector, laboratory      


Inspection     
Testing (as required)     
Review reports/authorize shipment      
Shipping/Transit Time     
Delivery     
Import procedures     
Receiving inspection     
Certificate of Acceptance     


Contingency period     
Total     
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2. Documents 
Comparison of Procurement Methods 


Purchasing 


Method 


Brief 


Description 


Effect on 


Price 


Procurement 


Cycle Time to 


Delivery 


Workload 


Need for 


Merit 


Rating of 


Suppliers 


Conditions 


Favoring Use 


       


Open bid 


Bids accepted 
from all 


interested 
parties 


Very favorable Long Very high Very high 
High value; many 


reputable 
suppliers 


       


Selective bid 


Bids accepted 
only from 


suppliers that 
have met 


established 
requirements 


Favorable Moderately long High None 


High value; 
prequalified 


suppliers or all 
reliable suppliers 


are known 


       


Request for 
Quotation (with 


or without 
negotiation) 


Buyer 
approaches a 


small number of 
selected 
potential 


suppliers and 
bargains for 
price and 
conditions 


Moderately 
favorable 


Short to 
moderate 


High initially; 
low later Moderate 


Moderate value; 
only a few 
reputable 
suppliers 


       


Sole-source 
procurement 


Purchase is 
made from a 


single supplier 
at its quoted 
price without 
competition 


Unfavorable Short Very low None 


Only one supplier 
available; 


emergency items; 
situations in which 
negotiation is not 
possible, such as 
United Nations 
supply services 
(e.g., UNFPA) 


       


Shopping 


Buyer compares 
published prices 


of several 
suppliers 


Can be 
unfavorable Short Very low Not 


applicable 


Common low-
value, small-
volume items 
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3. Websites 
The Practical Guidelines on Pharmaceutical Procurement for Countries with Small 
Procurement Agencies (WHO Regional Office for the Western Pacific, 2002) melds good 
pharmaceutical procurement practice with procedures for good public-sector procurement 
and offers detailed guidance on prequalification and restricted bidding.   


http://www.wpro.who.int/NR/rdonlyres/7D1B522D-DEB1-48CB-88A7-68DEB599CCE1 
/0/PharmaProcurementGuide.pdf  


The International Drug Price Indicator Guide, published by MSH since 1986, provides a 
spectrum of prices from pharmaceutical suppliers and procurement agencies (such as the 
IDA Foundation) based on their current catalogs or price lists. It also contains prices 
obtained from international development organizations and government agencies. 


Look up drug/contraceptive prices at http://erc.msh.org/mainpage.cfm?file= 
1.0.htm&module=DMP&language=English. 


Alternatively, you can order the 2008 guide on CD-ROM at http://www.msh.org/resource-
center/ebookstore/product.cfm?p=33.  
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J. Learning Evaluation 


1. What is a procurement cycle and what are the key activities in a procurement cycle? 


2. What is the range of time usually required to complete a public-sector procurement 
cycle for a high-value procurement requiring international competitive bidding? 


3. Identify four reasons why it is not good practice to process a procurement requisition 
immediately upon receipt. 


4. What is the necessary first step in good procurement planning and scheduling following 
receipt of a procurement requisition? 


5. What is the preferred approach for procurement personnel to clarify and elaborate on 
the requirements and specifications received in the procurement requisition? 


6. What factors help to determine the method of procurement that can be used? 


7. Identify four constraints on an effective procurement process that are commonly found 
in developing economies. 


8. Why do people unfamiliar with public-sector procurement often underestimate the 
amount of time required to complete a full procurement cycle under international 
competitive bidding? 


9. Name a benefit of collecting similar products into groups that are likely to be available 
from one supplier.  
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Learning Evaluation Answers 
1. A procurement cycle is the repeating sequence of steps in a procurement process, 


generally starting at the initial planning phase and ending at possession of the goods. See 
Section D.3. For an example of key activities in a procurement cycle, see Exhibit 5-2, 
Section D.3. 


2. The range of time usually required to complete a public-sector procurement cycle for a 
high-value procurement requiring international competitive bidding is 12 to 18 months. 
See Section D.3.  


3. Reasons why it is not good practice to process a procurement requisition immediately 
upon receipt include:  


• There is always room for misunderstanding about exactly what is to be 
purchased and when it is needed.  


• The procurement requisition may not reveal important information uncovered 
during the options assessment and budgeting process. 


• The procurement requisition may not take into consideration important facts 
known to the procuring entity. 


• Specifications attached to the procurement requisition may require more 
attention in order to bring them up to industry standards for procurement, 
particularly in the international marketplace.  


• Reference costs appearing in the procurement requisition may not reflect 
current market prices.  


• Budget availability may need to be updated. 


See Section E. 


4. The necessary first step in good procurement planning and scheduling following 
receipt of a procurement requisition is to confirm, clarify, and expand on the basic 
information communicated by the procurement requisition. See Section E.  


5. The preferred approach for procurement personnel to clarify and elaborate on the 
requirements and specifications in the procurement requisition is to have a frank 
discussion with the individuals who prepared the (a) procurement options assessment; 
(b) budget; (c) procurement requisition; and, possibly, (d) specifications. See Section E.2.   
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6. The factors that help to determine the method of procurement that can be used are (a) 
agreement with funder; (b) financial thresholds; (c) costs associated with the process; (d) 
effect on price; (e) procurement cycle time; (f) currency constraints: local currency or 
foreign exchange; (g) quantity requirements; (h) number of reputable manufacturers 
worldwide (size of supplier pool); and (i) quality issues/concerns. See Section F.2. 


7. Constraints on an effective procurement process that are commonly found in developing 
economies include:  


• Budgeted funds will not be released until after payment must be made.  


• Budgeted funds are released on a quarterly or monthly basis and may need to 
be accumulated over time and coordinated with payment obligations, 
particularly for high-value contracts. 


• Access to foreign currency may be limited. 


• The government may specify a bank for L/C transactions that does not have 
adequate capability or good access to the international banking system. 


• The procurement unit may be required by its government to turn over 
requirements for related services to a different ministry, thus losing control of 
the time element.  


• Ministerial or executive privilege in awarding contracts very often results in 
bidder protest, which then delays or even cancels a bid process.  


• A long regulatory licensing process, or a regulatory licensing process used as a 
trade barrier to protect local industry. 


• Slow, multilevel approval requirements, particularly if recommendations are re-
evaluated at each level. 


• If funds are from a World Bank loan or credit, additional time must be allocated 
for three or more reviews and determination of “no objection.” See Module 7 
for more information. 


See Section F.3. 


8. People unfamiliar with public-sector procurement often underestimate the amount of 
time required to complete a full procurement cycle under international competitive 
bidding because they find a turnaround time of more than 1 year unbelievable and 
excessive. And there is a tendency to focus criticism for “slow” procurement on the 
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procurement unit, when, in fact, it is often a matter of unrealistic expectations. See 
Section G. 


9. A benefit of collecting similar products into groups that are likely to be available from 
one supplier is that the workload can be better managed by reducing the number of 
bids, contracts, approvals, L/Cs, and other components that must be processed. See 
Section H. 
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K. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. A process exists to clarify and elaborate on the requirements and specifications of 
the purchase requisition to ensure that any potential constraints are adequately 
addressed (e.g., budget, product pricing, etc.). 


2. The procurement unit confirms budget allocations through direct contact with the 
appropriate funding authority. 


3. Standard time period guidelines for completing key steps in the procurement 
process exist and are monitored for compliance.  


4. The procurement unit monitors the actual completion dates for procurement 
activities against the original estimated completion dates, and the data are used to 
identify areas for improvement. 


5. Percentage of procurements planned as competitive bids (international competitive 
bids/national competitive bids). 
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L. Glossary and Acronyms 


AIDS Acquired Immunodeficiency Syndrome. 


Beneficiary A legal term used in banking to describe the 
party entitled to collect funds guaranteed by a 
commercial letter of credit upon presentation of 
stipulated documents (usually shipping and quality 
assurance documents). Also known as the seller. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Cash against 
documents 


A payment method: A contracted bank acts as an 
intermediary, transferring the buyer’s funds 
(payment) to the seller when the seller furnishes 
documentary proof of shipment to the 
contracted bank. 


CIP Carriage (freight) and insurance paid to: Costs 
paid to the named destination by the seller. Title 
and risk pass to buyer when delivered to carrier. 


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 
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Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Contract grouping Assemblage of goods or services of a similar 
nature into one group. 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Current good 
manufacturing 
practice(s) 


Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 


Discrepancy Used in banking and trade to indicate lack of 
agreement with stated requirements and/or 
documents. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Entity A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Fast-track licensing Regulatory licensing based on confidence in the 
quality of a product as evidenced by similar 
licensing in countries with stringent, highly 
respected regulatory authorities. 


Financial threshold Monetary division used to trigger an action or 
requirement. (Procurement method selection is 
often tied to financial thresholds.) 
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Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


HIV Human Immunodeficiency Virus. 


IDA Foundation Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists. 


Injectable Injectable contraceptive. 


International supply 
service 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished 
or project to be realized. 


IUD Intrauterine device. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Manufacturer’s 
(Bidder’s) 
representative 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 
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Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


MOH Ministry of Health. 


MSH Management Sciences for Health: A nonprofit 
international health organization with a mission 
to save lives and improve the health of the 
world’s poorest and most vulnerable people by 
closing the gap between knowledge and action in 
public health. 


NRA National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended 
for use in the country are safe, potent, and 
effective. 


OC Oral contraceptive. 


Offer Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Open bid Sealed bids are solicited by means of a widely 
advertised invitation open to all suppliers that 
choose to participate in the competition. 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 
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Performance 
security 


A procurement term describing the financial 
instrument used to guarantee compensation to 
the buyer for inconvenience and expense if the 
seller does not perform (i.e., does not produce 
and ship the contracted goods or provide the 
contracted services within the stated period). 
The seller puts up its own funds, often through a 
bank or insurance company, to be held in reserve 
until the contract terms have been met. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Prequalification  
(of manufacturer/ 
supplier/bidder) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Preshipment 
compliance 


Process by which the purchaser confirms the 
acceptability for shipment of the supplier’s 
commodity prior to shipment. There are three 
basic levels of preshipment compliance a 
purchaser can institute, ranging from document 
review to visual inspection up to full laboratory 
or physical testing of the commodity. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Procurement cycle The repeating sequence of steps in a 
procurement process, generally starting at the 
initial planning phase and ending at possession of 
the goods. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Procurement 
requisition 


A document describing what is to be purchased 
and giving authority to do so. 
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Procurement unit Individuals organized around procurement duties 
within a larger entity. 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Sealed bids A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


Specification A definitive description of the commodity to be 
procured. 


Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 
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Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Visual inspection A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


This module covers Element 1 of the reproductive health (RH) supply process. It describes 
the requirements and processes necessary to quantify and forecast needs for RH 
commodities. Defining requirements, in most cases, is the first step in the program planning 
phase, followed by specification development, selection of a procurement method, and 
budgeting. 


Forecasting is not an exact science. Many factors must be determined in order to estimate 
consumption within a given time for a certain group of commodities: the rate of 
consumption, user behavior, level of demand, whether the commodity tends to be out of 
stock, and a number of other factors. Factors such as target coverage and the time it takes 
an order to arrive at its point of consumption must also be considered. Looking into the 
future and making estimations for procurement purposes is always challenging.  


When reading Module 1, consider these four key concepts, used throughout this section:  


• Need is when an individual is exposed to a risk or a condition (e.g., unintended 
pregnancy or HIV transmission) that could be prevented or satisfied via access to 
specific products or services. The individual may need a particular service, but may 
not wish to satisfy the need or may not be aware of their exposure to risk. 


• Demand refers to the quantity of products or services that an individual or 
household wants at a specified price and time.  


• Consumption refers to what individuals and households are able to utilize to 
meet their needs, whether bought on the market or provided free by government 
agencies or nongovernmental organizations (NGOs). 


• Supply refers to the goods and services that are provided to businesses, to public 
agencies, or directly to consumers. 


If forecasting were not conducted regularly, RH programs would face serious consequences. 
Health programs would not have the right supplies available for treatment or prevention 
programs. This would affect service protocols, disease and transmission rates, and maternal 
mortality.  







1 Defining Reproductive Health Supply Requirements 
 


Procurement Capacity Toolkit 1-3 


B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Discuss programmatic considerations for forecasting. 


• Name the types of forecasting methods and the basic principles of how they are 
used. 


• Explain how to monitor the supply system. 


• Explain how to arrive at the required program quantity. 
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C. Components, Considerations, and 
Challenges 


1. Components 
Each element of RH supply forecasting is made up of several components. Three broad 
components (and representative subcomponents) for defining requirements are:  


a. Program 


• Program goals. 


• Target population. 


• Factors affecting the success of RH programs. 


b. Commodity Based 


• Commodity mix based on standard treatment guidelines and essential medicines 
lists. 


• Quantities needed per person. 


• Commodity-sharing among programs. 


c. Estimating Requirements 


• Choice of forecasting methods. 


• Data collection. 


• Forecast development. 


• Forecast validation and consolidation. 


• Order planning. 


• Lead time. 


2. Considerations  


The main considerations for Element 1 are: 


a. Overarching Principles of Quality and Timeliness 


Good procurement practice allows a country to benefit from economies of scale by 
undertaking direct procurement from qualified suppliers. The country will be able to 
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procure low-cost, quality-assured commodities without resorting to unreliable sources. 
Timeliness depends on the ability of the forecasting team to mobilize resources and 
information so that forecasting can be carried out at the beginning of the financial year or at 
a suitable time convenient to the country, and subsequently, at the same time on an annual 
basis.  


b. Critical Component: Data 


• Data must be available to proceed to budget development and the securing of 
finances.  


c. Key Decision Points  


• Choosing a forecasting methodology. 


• Determining the forecast period. 


• Ensuring that the appropriate staff are engaged in developing and providing the 
forecast. 


d. Expected Outputs  


• Validated forecast. 


• Commodity requirements based on stock-on-hand, orders in the pipeline, losses, 
adjustments, and transfers. 


• Determination of final quantities, cost estimates, and staggered orders based on 
consumption patterns. 


3. Challenges 
The main challenges of Element 1 are: 


• Maintaining and improving coordination between those with forecasting and 
procurement responsibilities. 


• Limited capacity of RH programs to collect data and conduct routine forecasts. 


• Reliance on short-term forecasts as opposed to medium- to long-term planning. 


• Budgets available for product procurement—available funds often drive 
procurement, rather than the other way around. 


• Poor-quality data. 
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• Understanding and quantifying how consumers obtain their supplies from the 
commercial or NGO sector. 


• Monitoring the supply chain and making supply decisions based on consumption 
patterns. 







1 Defining Reproductive Health Supply Requirements 
 


Procurement Capacity Toolkit 1-7 


D. Defining Reproductive Health Supply 
Requirements 


Estimating requirements is in most cases the first step in the procurement process. The 
estimate triggers a series of actions to obtain low-cost, quality-assured commodities. An 
estimate that is too low could negatively affect the budget and eventually limit clients’ 
continued access to products. An estimate that is too high could cause excess holding costs, 
storage-capacity strain, and increased potential for obsolescence. For these reasons, a good 
relationship between the forecasting and procuring departments is fundamental. 


Quantification tends to happen in isolation from the rest of the supply chain—it is often 
considered a chore, rather than an opportunity to efficiently utilize resources. Forecasting is 
not a solitary activity; it involves groups of people or departments, depending on the 
forecasting approach. When RH stands alone as one department, the program managers and 
their staff—namely, information systems, warehousing, and logistics officers—conduct 
quantification, receive the logistics management information system (LMIS) data when 
available, and make estimates. Sometimes this is done by one person who performs multiple 
functions within the health supply system. When family planning is included in the health 
care system, forecasting often falls to the program manager rather than to experienced 
essential medicines forecasters, because this level of integration frequently does not exist. If 
there is donor support for the commodity, technical assistance may be provided to help 
ensure more accurate forecasting.  


In some national programs, particularly those that receive donor assistance, stakeholders 
approve the forecast after being presented with the required quantities and informed of the 
assumptions and issues that accompany them. Regardless of donor assistance in the 
procurement process, procurement departments tend to act as functional silos for other 
departments, limited to only the requests and timelines provided by program managers. The 
benefits of procurement staff reaching out to other program and technical staff to clarify 
requirements and timelines are discussed in Modules 4 and 5. 
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E. Program Goals 


Without appropriate commodity quantification, RH programs face serious challenges, such 
as greater unmet need, inadequate supplies, and possibly increased morbidity and mortality. 
Though quantification is not complicated, it is a complex and dynamic activity with no right 
or wrong answers; it is an “informed guess” based on a number of issues that have been 
carefully examined and considered.  


1. Program Objectives  
Program objectives are significant to the quantification exercise. If, for instance, the 
objective is to gain a greater outreach by growing the program progressively on a 
compounded 10 percent growth per annum, there should be a corresponding annual 
addition. However, program objectives are often qualitative, rather than quantitative: to 
“decrease maternal mortality”; to “provide a comprehensive family planning service, 
including its associated method mix”; or to improve certain indicators. Those responsible 
for quantification must understand program objectives and incorporate them to help ensure 
an effective commodity-quantification process.  


Inexperienced and/or cautious forecasters tend to overestimate quantities on a “just in 
case” basis. This is as counterproductive as underestimating the program’s needs, as the 
result will be a commodity surplus that may strain the service delivery capacity and result in 
a waste of valuable resources.  


A new program with minimal data beyond population demographics and perceived need 
should establish a 6-month monitoring mechanism to track quantities according to real 
consumption. See Section G for more information on forecasting methods.  


It is also important to determine the unmet need for specific products within the program 
product mix. To do so, the supply chain can be supervised at the user point to ensure that 
the appropriate product mix (with the nationally available brands) is available at each service 
delivery point, or that clients who require an unavailable product or brand can be logged for 
tracking purposes.  


2. Population Demographics 
The primary demographic for RH programs is sexually active individuals; family planning 
programs, for example, often focus on women of child-bearing age (generally 15 to 49 
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years). Many developing countries have a very young population base, and demand for RH 
services often surpasses available financial resources. Depending on the product to be 
purchased, a subset of the population may be of interest, such as pregnant women or those 
at risk of sexually transmitted infections (STIs).  


3. Target Coverage 
It is important to clarify the population sector on which each RH program is focused. RH 
services and their associated commodities must be carefully planned. Different contraceptive 
methods will have different levels of demand, due to access, acceptability, culture, lifestyle, 
or personal preference. These factors will directly impinge on the demand of each of the 
methods and the need for each of the commodities. Treatment drugs for STI programs 
target a smaller set of clients with different requirements.  


4. Private-Sector Involvement  
During the planning stage of forecasting, it is necessary to understand the percentage of the 
need that is covered by the private sector (the market share). This percentage could include 
services provided through public-private partnerships, NGOs, or other international service 
providers. A national RH program might not be the only program providing RH services and 
its associated commodities; therefore, other service providers must be considered. 







1 Defining Reproductive Health Supply Requirements 
 


Procurement Capacity Toolkit 1-10 


F. Commodity Considerations 


Prior to gathering data to conduct a quantification exercise, issues surrounding commodity 
mix and quantity need to be thoroughly considered. This can be done once a program’s 
needs and coverage goals have been determined.  


1. Commodity Mix  
Commodity mix refers to the number of products used in a particular national RH program 
given the program’s stated objectives and target coverage. This could include different 
contraceptive methods for the family planning program, or various antibiotics for an STI 
program. No matter what the “mix,” the products generally need to come from standard 
treatment protocols and essential medicines lists in the country.  


In family planning programs, different countries have very different commodity mixes. In 
some countries, sterilization and intrauterine devices (IUDs) are the most prevalent 
contraceptive methods; in other countries, pills or injectables may be more prevalent. The 
particular method mix used in a country is important, as forecasters must be able to 
ascertain both the commodity mix and the percentage of each commodity relative to the 
overall method mix.  


2. Person Year of Use  
Calculations will differ depending on the type of RH program and the commodities it offers. 


For family planning programs, requirements per person are calculated in terms of “couple 
years of protection” (CYPs). One CYP is equal to 1 year of contraceptive protection for 
one couple. For example, a year’s worth of protection using oral contraceptives is calculated 
as 15 cycles of pills. For infectious disease clinics, a client may need one course of antibiotics 
over a year, which may be 3 doses. For condom programs, a year’s protection is often 
calculated as 120 condoms.  


3. Sharing Among Programs 
When defining requirements for forecasting, it is important to keep in mind the 
commodities that are used across a number of programs. Condoms, for instance, may be 
dispensed in family planning, STI, and HIV/AIDS programs for different health reasons 
drawing from different data sets: 
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• Sometimes cross-program use is perceived as a problem: one service outlet might 
hesitate to give condoms to a client if the client seeks them for a use different from 
the program objective.  


• If condoms are given out, the distribution may not be recorded at all if they are not 
given for the purpose the program is intended to serve. 


These situations compromise the success of a program, either by denying commodities to a 
client and potentially endangering that person’s life or someone else’s, or by improperly 
tracking quantities and creating an undersupply problem.  


Emergency contraception is another commodity for which use and distribution may be 
dependent on context: for example, emergency contraception may be available in some 
countries as part of post-exposure prophylaxis treatment in cases of rape, but not routinely 
available at family planning clinics. 
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G. Calculations of Desired Procurement 
Quantities and Time Frame  


After examining, analyzing, and understanding the forces that affect national RH programs 
and their planning processes, the next step is to understand what types of forecasting 
methods are commonly used to estimate commodity requirements and how forecasting is 
done. This section provides tools for understanding the most popular forecasting methods.  


1. Forecasting Methods 
Different methods can be used to estimate commodity requirements, depending on the time 
frame to be projected, the geographic area to be covered, the purpose of the forecast, and 
the availability of data to develop the forecast. Four of the most common methods utilize 
forecasts based on historical consumption data, logistics data, service statistics, and 
population data. They are compared in Exhibit 1-2. Forecasts are usually made with more 
than one method; these forecasts are then compared and reconciled. This is done because 
data from one method alone are inadequate, and because different methods have different 
advantages. Consolidating forecasts from different data sources improves the accuracy of 
the overall forecast.  


a. Forecasting Using Historical Consumption Data 


This method develops a forecast extrapolated from quantities of products dispensed to 
clients in the past. It can be used for short- and medium-term planning (1 to 5 years). 


Basis for the method 
The historical consumption data method assumes that future consumption can be predicted 
by past trends. If consumption has been increasing, for example, it is assumed that future 
trends will increase at the same rate. The data may need to be adjusted for missing time 
periods and seasonal patterns.  


Data requirements and sources  
Data are required on commodity quantities for a specific product consumed over a period 
of time. Data need to be available from at least 8 quarters (2 years) to obtain sufficient 
information. Sources of data include program data, quantities dispensed to users, and 
quantities distributed to the lowest service delivery points.  
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Exhibit 1-1, taken from Principles of Forecasting: A Handbook for Researchers and Practitioners, 
illustrates the historical and future trends for a hypothetical Clinic 1 for IUDs. 


Exhibit 1-1 


Quantity of IUDs Consumed by Clinic 1 in 1999 and Forecasts for 2000 


 


 


 


 


 


 


 


 


 
 


Source: Principles of Forecasting: A Handbook for Researchers and Practitioners. 


Advantages, limitations, and disadvantages 
Projecting past consumption into a future trend is a reliable method, particularly if past 
consumption demonstrates a stable trend. However, the method is limited if consumption is 
erratic. For example, if a certain method/brand was temporarily out of stock and its regular 
clients switched to an available method/brand, this use pattern will create troughs and peaks 
in the consumption pattern. Data must be available, and the most accurate information will 
come from the lowest level of dispensing in the service system (ideally, dispensed to the end 
user). If either the method or program is new, then sufficient historical data will not be 
available. Additionally, if program expansion is foreseen, past consumption will not be a 
useful basis for future forecasts. 


b. Forecasting Using Logistics Data 


When combined with consumption information, logistics data bring the benefit of additional 
information not utilized in other forecasting methods, such as stock-on-hand, orders in the 
pipeline, desired buffer stock, and replenishment frequency. Consideration of these factors 
reduces the risk of overestimation, overstocks, and stock shortages.  


If consumption information is not available, logistics data can be used to develop a forecast 
based on the stock issued from higher levels in the distribution system. This is not ideal, 
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however, since stock issued has not necessarily been consumed; it may be in storage or 
expired. A logistics data forecast can also be based on quantities that the program wants to 
have available in-country for the next year.  


Logistics data-based forecasts are best used in short-term planning. Forecasting out 1 to 3 
years is ideal, using 2 to 3 years of past consumption data to determine the quantification.  


Basis for the method 
The forecast needs to take into account a country’s desired supply beyond the forecasted 
period of time. The logistics forecast aims to provide a constant supply of commodities so 
that at the end of the year, commodities are at desired levels, taking into account 
consumption patterns and lead time needed for resupplying.  


Data requirements and sources  
This method requires stock records (e.g., receipts, issues, and inventory levels) for at least 
the 2 most recent years, for as much of the supply chain as possible. Visiting facilities and 
taking physical inventories is critical in verifying the data. Information is needed on products 
that have been ordered but are not yet received, as well as on product losses or 
adjustments (such as whether products have expired, been damaged, or are otherwise 
unusable). Information is also needed regarding the expected minimum and maximum stock 
levels throughout the supply chain, and whether the country is expecting to have a buffer 
stock or a different quantity.  


Advantages, limitations, and disadvantages 
This methodology does not automatically generate delivery intervals to satisfy demand and 
ensure an efficient throughput at the warehouse level. Stock-on-hand data may be 
inaccurate or misreported, and lack of reporting may require adjustments. Nonetheless, if 
logistics data are available and presented in a clean and validated form, they will provide a 
useful and realistic basis for forecasting future requirements. However, if there is a serious 
lack of data from large parts of the country, the amount of estimation may result in a 
serious underforecasting or overforecasting of needs. This is a particular risk when different 
regions of a country have very different consumption rates—hence the need for field 
inventory data collection to verify logistics data. 


c. Forecasting Using Service Statistics 


Forecasting using service statistics involves extrapolation techniques similar to those 
described above; that is, it uses historical data about client visits to project future visits and 
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the products each client needs. This method is suited for short- to long-term planning 
periods of up to 10 years.  


Basis for the method 
The service statistics data method assumes that future use can be predicted by past trends 
of consumption related to past levels of service. If the number of patients treated for 
malaria has been increasing, for example, it is assumed that a correlating need for malaria 
medications will increase at the same rate. The data may need to be adjusted for missing 
time periods, product mix, and seasonal patterns.  


Data requirements and sources 
Service data are needed from existing service delivery sites. Information is needed on new 
clients, continuing clients, and revisits. Information is also needed on what products are 
dispensed per client visit; this method works well when standardized protocols govern 
dispensing and when they are followed by clinic personnel.  


Advantages, limitations, and disadvantages 
An advantage of this method is that it collects statistics based on users, and therefore, takes 
into account service delivery and consumption at the lowest level. If the program has service 
delivery targets, they can easily be included in the forecast. As with the historical 
consumption method, this method assumes that the future will be similar to the past.  


d. Forecasting Using Population (Demographic) Data 


Population-based forecasting does not require historical program data; rather, it uses 
demographic or disease surveillance data. This method is suited for short- to long-term 
planning periods of up to 10 years. 


Basis for the method 
The method chooses a program goal, such as contraceptive prevalence rate or provision or 
use of HIV testing services. This goal is then linked to available demographic or census data, 
such as fertility rates or disease prevalence rates among the target population.  


This method uses regression equations to calculate the relationship between the variables. 
Using population data, a forecast can be made based on program goals during a specific 
period of time to determine the number of end users required to reach the goals.  


Data requirements and sources  
Population-based forecasting for contraceptives requires specific information on total 
fertility rate (TFR) and married women of reproductive age—sometimes referred to as the 
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number of women in union. The method relies on demographic data from Demographic and 
Health Surveys, the national census, other national fertility surveys, population data sheets, 
and TFR projections from the United Nations Population Fund (UNFPA) or other sources. 
For other RH programs, data are required on the relevant disease prevalence rates among 
the target populations.  


Advantages, limitations, and disadvantages 
This methodology has a significant advantage over consumption and logistics methods 
because it does not require historical program data. Population data-based forecasts are 
particularly appropriate when historical service or logistics data are unavailable or 
inaccurate, and for new programs that have no past consumption yet.  


Population-based forecasts tend to estimate higher quantities than those derived from 
logistics forecasts. They do not differentiate between brands of products used and do not 
include information about the capacity of the service delivery system to actually dispense the 
products. These are all important reasons why forecasts need to be consolidated. 
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Exhibit 1-2 


Comparison of Forecasting Methods 
Summary 


Method Forecast 
Duration 


Conditions Favoring  
This Method Disadvantages 


a. Historical 
consumption 


1 to 5 years When data are available for past 
consumption/past end-user 
distribution for a period of time 
no shorter than 8 quarters (2 
years). 
 


This method assumes the future 
trend will continue to be the 
same as in the past. It is not 
useful for commodities that have 
not been consistently available. 


b. Logistics  1 to 3 years Reliable method, provided data 
are cleaned, verified, and adjusted 
for nonreports. This method also 
includes the country stock status, 
which reduces the risks of 
overestimation, overstocks, and 
stock shortages. 
 


Timely and full reporting is 
crucial to this method. Logistics 
data, such as stock-on-hand or 
quantities consumed, might be 
incomplete or unreliable, and 
care should be taken to ascertain 
the quality of the data. 


c. Service 
statistics 


1 to 10 years When data of client visits and of 
product requirements per client 
are available, especially when 
prescribing protocols are 
standardized. Can be used to 
project new service targets or 
service expansion. 
 


This method assumes the future 
trend will continue to be the 
same as in the past. It is not 
useful for services that have not 
been consistently available. 
 


d. Population 
using 
demographic 
data  


1 to 10 years Data are usually available and 
reliable. Historical data not 
required. Useful for new 
programs. 


Because it is goal based, this 
method will likely result in an 
overestimate. Does not take into 
account service delivery and 
logistics system constraints. 
Produces forecasts for the entire 
country; and therefore, further 
estimates have to be made for 
the public-, private-, NGO-sector 
split. 
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e. Consolidation of Projections 


All of the forecasting methods are useful and can be used together, as they are not mutually 
exclusive. In particular, quantifying with both population and demographic data, as well as 
comparing logistics and population quantifications, demonstrates the scope of a program. It 
also serves as a reality check; the logistics method is expected to be well below the 
population estimates, which assume 100 percent success and tend to cover the whole 
population (all sectors—public, private, and NGO).  


f. Logistics Management Information Systems 


LMIS assist in collecting, processing, and reporting logistics data. Forecast data feed LMIS 
and are used for calculating resupply quantities and maintaining appropriate stock levels. 
These data are critical to maintaining the overall inventory control system and helping 
personnel collect data to support procurement, transportation, and storage decisions in 
managing the supply chain. LMIS software ranges from simple to complex and should be 
selected based on a detailed evaluation of the needs within the particular supply chain. 


g. Forecasting Process Timeline 


As stated at the beginning of this module, forecasting is not complicated, but it is a complex 
activity with many variables. If done well, forecasting generates efficiency, cost savings, and 
program success. Depending on who is responsible for the forecast and the quality of data 
available, it may take up to 10 weeks to develop a forecast.    


h. Forecasting Quality Assurance 


To ensure that quantification is done rationally and that forecasts remain accurate over 
time, periodic checks should be made on forecast data versus actual data. A few monitoring 
measures should be adopted for both the data and the systems/personnel that generate the 
data: 


• At the end of every quarter, LMIS data should be compiled, and nonreporting levels 
(regions, states, districts) should be made aware of the importance of maintaining 
and reporting accurate and timely data.  


• For “reluctant” reporters, conduct site visits and identify the reasons for the lack 
or infrequency of reporting and address those issues. They may include limited 
understanding of the reporting form and/or limited human resources with which to 
undertake the reporting. 
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• Keep a close eye on consumption patterns and commodity availability to ensure 
that program orders will arrive as required. 


• On a periodic basis—twice per year—take a “snapshot” of the supply system to 
ensure that enough commodity is available given current demand patterns. If this is 
not the case, identify the actions that need to be taken to rectify this. 


Effective monitoring requires clear communication, clear understanding of plans and goals, 
regular review of the system, and adequate human and financial resources with which to 
provide follow-up feedback and receive corrective measures. 







1 Defining Reproductive Health Supply Requirements 
 


Procurement Capacity Toolkit 1-20 


H. Reference Material 


1. References 
Armstrong JS, ed. Principles of Forecasting: A Handbook for Researchers and Practitioners. 
Boston, MA: Kluwer Academic Publishers; 2001. 


Family Planning Logistics Management (FPLM). Contraceptive Forecasting Handbook for Family 
Planning and HIV/AIDS Prevention Programs. Arlington, VA: FPLM/John Snow, Inc., for the 
United States Agency for International Development; 2000. 


Management Sciences for Health in collaboration with the World Health Organization. 
Managing Drug Supply: The Selection, Procurement, Distribution, and Use of Pharmaceuticals (2nd 
Edition). Hartford, CT: Kumarian Press; 1997.  


PATH/United Nations Population Fund (UNFPA). Meeting the Need: Strengthening Family 
Planning Programs. Seattle, WA: PATH/UNFPA; 2006. 


UNFPA Global Population Policy Update, Issue 39 [online newsletter]. August 27, 2004. 
Available at: http://www.unfpa.org/parliamentarians/news/newsletters/issue39.htm.  


United Nations Population Fund (UNFPA). State of World Population 2005: The Promise of 
Equality. New York, NY: UNFPA; 2005. Available at: http://www.unfpa.org/swp/ 
2005/pdf/en_swp05.pdf.  


United Nations Population Fund (UNFPA). Reproductive Health Essentials: Securing the 
Supply—Global Strategy for Reproductive Health Commodity Security. New York, NY: UNFPA; 
2002. 


United Nations Population Fund (UNFPA). The Global Initiative on Contraceptive Requirements 
and Logistics Management Needs—Lessons and Methodologies [Technical Report No. 30]. New 
York, NY: UNFPA; 1995. 


United Nations Population Fund (UNFPA). Contraceptive Needs and Logistics Management. 
New York, NY: UNFPA; 1991.  







1 Defining Reproductive Health Supply Requirements 
 


Procurement Capacity Toolkit 1-21 


United Nations Population Fund (UNFPA). Achieving the ICPD [International Conference on 
Population and Development] Goals: Reproductive Health Commodity Requirements 2000–2015. 
New York, NY: UNFPA; 2005. Available at: http://www.unfpa.org/upload/lib_pub_file/ 
584_filename_achieving-icpd.pdf.   


Tools to Help Countries Manage Their Own Supplies. United Nations Population Fund 
website. Available at: http://www.unfpa.org/public/cache/offonce/supplies/pid/3592; 
jsessionid=E9265EA228659EE171C95578959B037D.  


Promoting Family Planning page. World Health Organization website. Available at: 
http://www.who.int/reproductive-health/family_planning/index.html.  


Sexual and Reproductive Health Publications page. World Health Organization website. 
Available at: http://www.who.int/reproductive-health/publications/essential_drugs/text.pdf. 


2. Documents 
Family Planning Logistics Management/John Snow, Inc. Programs that Deliver: Logistics’ 
Contributions to Better Health in Developing Countries. Washington, DC: United States Agency 
for International Development; 2000. 


3. Websites 
Demographic and Health Surveys 


The Demographic and Health Surveys program has collected, analyzed, and disseminated 
accurate and representative data on population, health, HIV, and nutrition through more 
than 200 surveys in 75 countries. 


http://www.measuredhs.com  


International Planned Parenthood Federation 


The International Planned Parenthood Federation is a global service provider and a leading 
advocate of sexual and reproductive health and rights for all. Several helpful tools relative to 
RH programming are available on their website. 


http://www.ippf.org/en/Resources/Guides-toolkits/  
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United States Agency for International Development (USAID) | DELIVER 
PROJECT 


The USAID | DELIVER PROJECT, working with national and international partners, 
increases the availability of essential health supplies to clients and customers around the 
world by ensuring transparent and cost-effective procurement and delivery of commodities 
and strengthening and integrating national and international supply chains. The USAID | 
DELIVER PROJECT website contains many useful resources on commodity planning and 
LMIS and logistics, as well as a wealth of information and publications on countries and RH 
issues. 


Home page - http://ww.deliver.jsi.com 


LMIS software - http://ww.deliver.jsi.com/dhome/resources/tools/softwaretools 


Publications - http://deliver.jsi.com/dhome/resources/publications 


United Nations Population Fund  


UNFPA is an international development agency that promotes the right of every woman, 
man, and child to enjoy a life of health and equal opportunity. UNFPA supports countries in 
using population data for policies and programs to reduce poverty and to ensure that every 
pregnancy is wanted, every birth is safe, every young person is free of HIV/AIDS, and every 
girl and woman is treated with dignity and respect. The web page on securing essential 
supplies contains key information for RH program and procurement professionals. 


http://www.unfpa.org/public/supplies  
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I. Learning Evaluation 


1. What is forecasting? 


2. What skill set should the forecasting/procurement team have? 


3. What programmatic considerations should be taken into account for forecast planning? 


4. What commodity considerations should be taken into account when planning a forecast? 


5. What is CYP? 


6. Which forecasting methods are suitable for quantification? 


7. What period of time does a forecast cover?  


8. What are the benefits of the historical consumption method? 


9. How does the population method calculate requirements given a known population?  


10. Why should different forecasting methods be consolidated? 


11. What monitoring mechanisms should be built into the system? 
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Learning Evaluation Answers  
1. Forecasting is the process undertaken to create a future estimate of commodity 


requirements needed to begin the procurement process and ensure that commodities 
are ordered in sufficient quantities to fill the anticipated needs. See Section D. 


2. The team needs to be skilled in quantification, logistics, supplier management, and 
estimation. Forecasting is not a solitary activity; it involves groups of people or 
departments working together to produce the most accurate forecast possible. See 
Section D. 


3. The main programmatic considerations impacting quantity forecasts are projected 
program growth and contraceptive method mix. However, the forecasting element 
should also include qualitative measurements such as decreasing maternal mortality. See 
Section E.1. 


4. Commodity mix (the number of products used in a particular RH program), person year 
of use (requirements per person in terms of couple years of protection), and sharing 
among programs (commodities used across different programs, such as condoms) 
should all be taken into account. See Sections F.1–3. 


5. CPY is couple years of protection, or the requirements needed to protect a couple for 1 
year. For example, a CYP using oral contraceptives is calculated as 15 cycles of pills. See 
Section F.2. 


6. The four most common methods of forecasting are historical consumption data, logistics 
data, service statistics, and population data. See Sections G.1.a–d. 


7. Forecasts can cover a period of between 1 and 10 years and are usually expressed in a 
yearly quantity. See Section G. 


8. The historical method is particularly accurate if the past consumption demonstrates a 
consistent and stable trend. See Section G.1.a. 


9. Using known population, the method uses total fertility rate and the number of married 
women of reproductive age to calculate requirements. See Section G.1.d. 


10. All of the forecasting methods are useful and can be used together, as they are not 
mutually exclusive. In particular, quantifying with both population and demographic data, 
as well as comparing population and logistics quantifications, demonstrates the scope of 
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a program. It also serves as a reality check and improves the accuracy of the overall 
forecast. See Section G.1.e. 


11. To ensure that quantification is done rationally, LMIS data should be compiled every 
quarter, monitoring reluctant field reporters and consumption patterns and taking a 
periodic snapshot of the supply system. See Section G.1.h. 
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J. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Percentage of stock-outs at the central level for all RH commodities on the 
essential medicines list.   


2. Percentage of districts/states reporting consumption data.  


3. A program is in place to continuously monitor product supply.  


4. Total dollar value of commodities disposed of due to poor management of 
expiration dates.  
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K. Glossary and Acronyms 


AIDS Acquired Immunodeficiency Syndrome. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Consumption What individuals and households are able to 
utilize. 


Contraceptive 
prevalence rate 


Percentage of the population using a 
contraceptive method, frequently disaggregated 
by modern versus traditional methods and by 
individual contraceptive methods. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


CYP Couple years of protection: The amount of 
contraceptive commodities that will cover a 
couple for 12 months from unwanted pregnancy. 


Demand The quantity of a commodity or service wanted 
at a specified price and time. Within the context 
of family planning or HIV/AIDS prevention 
services, price includes not only monetary and 
program personnel costs, but also the cost in 
time and inconvenience for the client who wishes 
to obtain services. Definition from Contraceptive 
Forecasting Handbook for Family Planning and 
HIV/AIDS Prevention Programs (Family Planning 
Logistics Management, 2000). 


Direct procurement Purchaser contracts for goods directly with a 
manufacturer or its representative. 
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Element  One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Forecast To calculate beforehand. 


HIV Human Immunodeficiency Virus. 


Injectable Injectable contraceptive. 


IUD Intrauterine device. 


Lead time The time interval needed to complete the 
procurement cycle. 


LMIS Logistics management information system(s): A 
system that collects, processes, and reports 
logistics data. 


Method mix Mix of products used by the target population, 
expressed as the percentage that each method 
constitutes among all contraceptives used. 


Need When an individual is exposed to risk or a 
condition that could be prevented or satisfied via 
access to specific products or services, that 
individual is defined as needing the service or 
product. 


NGO Nongovernmental organization: Usually involved 
in providing services to or alongside government 
entities. Often financed through projects using 
donor funds. 


Performance 
indicator  


Measures and evaluates success against a specific 
goal. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 
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Quality assurance See Supplementary Topics, Section H: Product 
Quality Assurance. 


Quantification Process of estimating product quantities to 
supply adequate stocks according to standard 
medical and program guidelines. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes of 
the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, when, 
and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Service delivery 
point 


Any health facility that provides services directly 
to the customer. 


Specification A definitive description of the commodity to be 
procured. 


STI Sexually transmitted infection. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


Target population The collection of individuals or regions that are 
to be investigated in a statistical study. 


TFR Total fertility rate: The average number of live 
births a woman would have if she survived to age 
49 and had births at the prevailing age-specific 
rates. 
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UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector purchasers 
of contraceptives and related products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


United States 
Agency for 
International 
Development 


An independent federal government agency that 
receives overall foreign policy guidance from the 
Secretary of State. Its work supports long-term 
and equitable economic growth and advances 
United States foreign policy objectives by 
supporting economic growth, agriculture, and 
trade; global health; and democracy, conflict 
prevention, and humanitarian assistance. 


USAID | DELIVER 
PROJECT 


A United States Agency for International 
Development-funded project that strengthens 
supply systems for essential health commodities 
and works to ensure their sustainability. 


World Health 
Organization 


The directing and coordinating authority for 
health within the United Nations system. 
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A. Introduction 


In public-sector competitive procurement, the procuring entity prepares and sells (or 
provides) detailed bidding documents to potential suppliers. These documents explain all the 
requirements of what is to be supplied, all rules and procedures for bidding, and specific 
criteria that will be used to choose a winning bid. Some sections of the bidding documents 
also become part of the future contract between the supplier and the purchaser.  


Module 6 describes the form and content of good public-sector bidding documents and 
explains how they are developed using information provided in the procurement requisition 
(Element 4) and the procurement plan (Element 5). Documents for contraceptive and 
pharmaceutical procurement are featured because these products have a special market 
environment and require different handling than most other goods. 


The information in this module is important to reproductive health (RH) supply purchasers 
because: 


• Good documents vastly reduce problems during the procurement process 
regarding bidding, evaluation, and contract award.  


• Bidding documents provide a key opportunity to protect against counterfeit, fake, 
and possibly unsafe products.  


• Bidding documents set up rules and expectations for contract performance—
including timely delivery of the product. 


The objective of this module is to help RH purchasers through the process of developing 
public-sector bidding documents and inviting offers that will result in timely delivery of high-
quality products. 
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Describe the important components of good public-sector bidding documents. 


• Prepare good public-sector bidding documents. 


• Invite and receive bids from suppliers. 
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C. Components, Considerations, and 
Challenges 


1. Components 
The two main components of Element 6 are developing documents and soliciting bids and 
offers.    


a. Developing Documents 


• For sealed, competitive bidding (see Sections D and E). 


• For prequalification (see Section G). 


• For Request for Quotation/negotiated procurement (see Section H). 


b. Soliciting Bids and Offers  


• Inviting and receiving bids (Section F). 


2. Considerations 
The main considerations for Element 6 are: 


a. Overarching Principles of Quality and Timeliness 


Bidding document clauses provide health-sector purchasers with a key opportunity to 
protect against counterfeit, fake, and possibly unsafe products. 


Public-sector competitive procurement is a long process even when everything goes 
according to schedule. Complete, well-prepared bidding documents can significantly improve 
the chances of trouble-free bidding, award, and contract performance, which, in turn, affects 
the timeliness of the delivery.  


Efficiency of the procuring entity itself is a factor in timeliness; it must produce bidding 
documents within the scheduled period or the entire process will be delayed, including 
product delivery.  


b. Critical Component: None 


There is no critical component in Element 6; that is, nothing that would entirely stop the 
supply of RH goods at this point in the process. However, the bidding documents do affect 
the signed contract, which is the next critical component.  
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c. Required Input From Other Elements 


• Official procurement requisition. 


• Procurement plan and schedule. 


• Informal information from personnel who developed the procurement requisition 
and the procurement plan. 


d. Applicable Rules for Procurement  


Most procuring agencies in the public sector use standard bidding documents that include 
mandatory national public-sector procurement laws and any requirements stipulated by the 
funders.  


e. Key Decision Points 


• Eligibility criteria. 


• Qualification requirements and evidence required. 


• Evaluation criteria and evidence required. 


• Quality assurance (QA) provisions for the contract. 


f. Expected Output 


• Bidding documents for sale or provision to prospective bidders, including a draft 
contract. 


• Notifications, advertisements, and a direct Invitation for Bids. 


3. Challenges 
• Finding or developing model bidding documents that are appropriate for the RH 


purchaser’s circumstances. 


• Finding or reaching decisions on details that must be included in the bidding 
documents.  


• Thinking through potential problems and addressing them in the bidding 
documents. 


• Using clear wording and consistency across different sections of the document. 


• Building in product quality protections. 







6 Developing Bidding Documents and Inviting Offers      
 


Procurement Capacity Toolkit 6-6 


• Making sure that the purchaser’s responsibility (commitment) as outlined in the 
bidding documents actually happens, thus reducing the chance of bidder protest, 
which often leads to delayed delivery.  


• Making sure bidding documents are correct and complete in every way, because 
under the rules of public procurement, nothing can be changed after bids are 
opened, even if a mistake is discovered.  
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D. Documents for Public-Sector Competitive 
Bidding 


Good public-sector bidding documents include: 


• Instructions, rules, and procedures for bidding. 


• Information about where and when bids will be opened. 


• Information about how bids will be evaluated and how the purchaser will select the 
winning bid. 


• Information about any factors in addition to price that the purchaser will consider. 


• Specifications such as product information, QA, and licensing requirements. 


• Quantity, delivery dates, and place (requirements). 


• Terms and conditions for the future contract between the purchaser and the 
winning bidder. 


• Sample forms containing necessary wording for the bidder to use. 


Most public-sector purchasers prepare bidding documents by following a model that has 
been developed by legal and procurement experts and adopted by the organization’s 
governing authority. These “standard bidding documents” are multifaceted, carefully 
worded, and normally quite lengthy. They embody principles of good public-sector 
procurement and provide for the rights and protections of both the purchaser and the 
supplier with fixed wording or “boilerplate” sections of fixed clauses. The user “fills in the 
blanks” with wording appropriate to the requirements of the particular procurement action 
and may make minor adjustments to the boilerplate.  


Model bidding documents of various organizations are often published on websites and can 
be obtained in print as well. Section I.3 of this module includes a list of websites where good 
public-sector procurement documents can be found. Serious students should obtain and 
study at least one set in conjunction with the material presented in this module. RH 
purchasers are asked to focus their attention on the World Bank’s Standard Bidding 
Document: Procurement of Health Sector Goods (revised August 2008), which makes 
adjustments for the special nature of pharmaceuticals, vaccines, and condoms. Other types 
of contracts, such as framework agreements, are discussed in Module 8.   
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1. Layout of Model Bidding Documents 
Most model bidding documents are organized into sections, each serving a different 
purpose. For example, the first section may cover everything a bidder would need to know 
about preparing and submitting a bid; where, when, and how bids will be opened; how bids 
will be evaluated; how and when the contract will be awarded; and warnings about the 
consequences of fraud and corruption. Qualification and eligibility requirements for the 
bidder might be located here or in a separate section. Another part of the document would 
cover terms and conditions of the future contract. Yet another would contain technical 
specifications, including QA and licensing requirements. Quantities, delivery dates, and 
delivery locations might be included in the specifications or noted separately. Sample forms 
for the bidder to use are often provided near the end of the document.  


The main sections and their various clauses are sequenced differently from model to model, 
and precise wording may differ, but overall, their content is very similar. 


The general sections of the model bidding documents contain mandatory standard clauses 
and are usually followed by special sections that contain modifying clauses to the standard 
sections. Modifying clauses provide a place for the purchaser to modify or add wording that 
addresses the specific goods and any unique procurement circumstances. The clauses in the 
Special Conditions of Contract are numbered to reference the corresponding clauses in the 
General Conditions of Contract. The same relationship is true for the clauses in the Special 
Instructions to Bidders (ITB) and the General Instructions to Bidders. For example, a clause 
numbered ITB 7.1 in Special Instructions to Bidders would directly tie back to Clause 7.1 in 
General Instructions to Bidders. Some bidding documents also use a coding system to 
indicate standard clauses that have modifying clauses in other sections. This is a very helpful 
tool, particularly for inexperienced staff. If the RH purchaser’s bidding documents lack this 
feature, it should be added for future efficiency. Exhibit 6-1 on the following page shows this 
relationship and summarizes the basic function of each section of the bidding documents: 
General Instructions to Bidders, General Conditions of Contract, and sample forms contain 
mandatory standard clauses, while the Special Instructions to Bidders and Special Conditions 
of Contract sections contain modifying clauses. 
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Exhibit 6-1 


Bidding Document Sections 


Bidding Document Sections  


 Mandatory Standard 
Clauses Modifying Clauses Function 


(a) 
General Instructions to 
Bidders  


General procedures for preparation and 
submission of bids, bid opening, evaluation, and 
award of contract 


(b)  Special Instructions to 
Bidders 


Modifies and expands general procedures and 
instructions (above) to suit specific goods and 
situations, including eligibility and qualification 
requirements  


(a) and (b) above must be read together in order to correctly understand the procedures for bidding, what 
needs to be included in a bid, and how the winning bid will be chosen. 


(c) 
General Conditions of 
Contract  


Mandatory contract wording for issues such as 
payments, obligations, risks, rights, and 
performance; generally prepared by the funder’s 
legal department 


(d)  Special Conditions of 
Contract 


Modifies or adds to general conditions (above) 
to suit specific goods and situations 


(c) and (d) above must be read together in order to correctly understand what terms and conditions will 
apply to the contract. 


(e)  Technical 
Specifications 


Detailed description of specific goods required, 
including applicable standards; packaging, 
packing, and markings; regulatory requirements; 
certifications; QA criteria; and acceptance 
criteria  


    


(f)  Schedule of 
Requirements 


Brief description of goods required, quantities, 
delivery schedule and location, and any special 
information or requirements pertaining to the 
deliveries 


    


(g) Sample Forms  


Examples: Bid form (for signatures), price 
schedule, bid security, Contract Agreement, 
performance security, manufacturer’s 
authorization, Certificate of Pharmaceutical 
Product 
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2. Description of Model Bidding Documents 
The names of bidding document sections and their precise content may vary from model to 
model, but the following list represents the essence of good public-sector bidding 
documents: 


a. General Instructions to Bidders. 


b. Special Instructions to Bidders. 


c. Eligible/Ineligible Countries or Suppliers. 


d. General Conditions of Contract. 


e. Special Conditions of Contract. 


f. Technical Specifications. 


g. Schedule of Requirements. 


h. Evaluation Criteria. 


i. Qualification Criteria. 


j. Bid and Contract Forms. 


Each of these key bidding document components is discussed below. 


a. General Instructions to Bidders  


Provides information to help bidders prepare and submit their bids; explains rules and 
procedures with regard to: 


• Bid submission. 


• Bid opening. 


• Bid evaluation. 


• Award of the contract. 


• Definitions and warnings about fraud and corruption. 


General Instructions to Bidders are mandatory standard clauses that must be included in the 
bidding documents without making any changes to the wording whatsoever. Information 
specific to the procurement action is supplied through corresponding modifying clauses 
located in different sections of the bidding documents.  
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b. Special Instructions to Bidders 


Provides information specific to the procurement action; the procuring entity uses this 
section to supplement and/or modify General Instructions to Bidders. It has various titles; 
for example, in World Bank bidding documents, this section is called the “Bid Data Sheet.” 
This module will use “Special Instructions to Bidders” in order to convey the relationship to 
the mandatory standard clauses. Special Instructions to Bidders includes, but is not limited 
to, variables such as: 


• Amount and type of bid security, if required. 


• Directions for submitting bids, including markings and time frame. 


• Date, time, and other specific information about the bid opening. 


• Specific criteria that will be used to evaluate bids, including any factors other than 
price that will be applied. 


• Criteria for eligibility of goods and the particular documents required to establish 
goods’ eligibility and conformity to bidding documents. 


• Criteria for eligibility and qualification of bidders and the particular documents 
required to establish the bidder’s eligibility and qualification. 


• Specific information about awarding the contract. 


c. Eligible/Ineligible Countries or Suppliers  


Lists countries and firms that are excluded from bidding on specific contracts:  


• Governments and other authorities may ban trade with certain countries and will 
generally list the banned countries on a website or specifically inform procuring 
entities.  


• Firms that have defaulted on previous contracts or have violated anticorruption 
rules are often “debarred” by governments and have their names published on a 
public website. 
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d. General Conditions of Contract  


Consists of mandatory standard clauses that will apply to the future contract; this section 
must be included in the bidding documents without making any changes to the wording 
whatsoever. General Conditions of Contract cover ordinary contract issues such as: 


• Delivery.  


• Payments.  


• Warranty.  


• Termination. 


• Force majeure.  


• Governing language. 


• Notices.  


e. Special Conditions of Contract 


Provides modifying clauses for the contract specific to the procurement action; the 
procuring entity uses this section to supplement and/or modify like-numbered standard 
clauses in the General Conditions of Contract. The Special Conditions also addresses 
unique requirements of the procurement, such as:  


• Regulatory compliance issues. 


• Preshipment inspection and testing (critical to condom procurement). 


f. Technical Specifications (prepared by purchaser’s technical expert) 


These specifications provide a precise technical description of the goods to be supplied. The 
procuring entity inserts the specifications, provided by the technical expert, into the bidding 
documents without modification. 


Technical specifications are one of the most important parts of procurement. They 
constitute the benchmark against which the purchaser will judge the technical 
responsiveness of the bids. They must include a complete description of the product, 
presented in an industry-standard vocabulary and format, which includes, but is not limited 
to: 


• Technical and performance characteristics. 


• Size, units, quantity, and intended use. 


• Packaging, packing, and markings. 
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• Regulatory requirements. 


• Applicable standards and required certifications. 


• QA criteria, including detailed tests required. 


• Acceptance criteria. 


• Detailed activities to be performed by the supplier. 


• List of detailed functional guarantees covered by the warranty. 


In addition to specifications that are clear, accurate, and complete, public-sector 
procurement requires that specifications be prepared in a way that will encourage maximum 
competition. They must be “product neutral.” In other words, they must use generic terms, 
relative characteristics, and performance requirements rather than brand names and 
superficial descriptions.  


The World Bank’s Standard Bidding Document: Procurement of Health Sector Goods includes 
several pages of instruction about technical specifications and provides three sample 
specifications, one each for pharmaceuticals, vaccines, and condoms. 


Please review the additional guidance on technical specifications found in Module 2 
of this Toolkit. 


g. Schedule of Requirements 


Lists goods and required delivery schedules; the procuring entity prepares a simple table 


showing:  


• Number (bid, other relevant references). 


• Named items required for purchase. 


• Quantities and unit of measure. 


• Delivery schedule. 


• Mode of shipment. 


Special notes may be included as necessary.  


h. Evaluation Criteria 


Criteria will be used to determine the lowest evaluated cost bid. Evaluation criteria are 
limited to price, price adjustments, and application of economic factors (nonfinancial items 
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given a value). The bidding documents should include the evaluation criteria to ensure an 
open and transparent bidding process. This information also provides bidders with insight on 
the criteria of importance for the purchaser. 


i. Qualification Criteria 


Lists the criteria that bidders must meet in order for their bids to be considered. 
Qualification criteria usually include, but are not limited to: 


• Financial capability in terms of average annual turnover during each of the past 3 
years, as evidenced by audited financial statements. 


• Experience and technical capacity demonstrated by the number of years 
manufacturing and/or selling the goods to be supplied; completed contracts of a 
similar nature, with contact information for verification; and bank references. 


• Licensing by the national regulatory authority (NRA) (in the case of 
pharmaceuticals, contraceptives, vaccines, etc.). 


• Indicators of product quality. 


• Local representation. 


j. Bid and Contract Forms  


Appropriate forms to be used by bidders in submitting their offers, and by the winning 
bidder in validating the contract award.  


Bid submission form  
Binds the successful bidder to conditions set out in the bidding documents and becomes a 
temporary contract when the award is notified. 


Price schedule 
Includes itemized charges for unit prices of goods, domestic value added (if this applies), 
freight, and insurance. 


May separate foreign and domestic bidders in order to calculate a margin of preference for 
locally manufactured products (this is often for contracts financed under a World Bank loan 
or development credit).  


Specification submission sheet (optional) 
Includes verification of country of origin, make and model (when applicable), and full 
technical specifications and standards. 
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Completed forms are used by the evaluation committee to compare against requirements 
stated in the bidding documents. 


Bidder information form 
Eligibility and qualification information.  


Legal status and authorized agent information. 


Manufacturer’s authorization letter 
To be completed and signed by the manufacturer of the goods if the bidder is not the 
manufacturer. 


Authorizes named party to submit a bid. 


Confirms warranty obligation. 


For a sample of the manufacturer’s authorization letter, see Section I.2.d. 


Bid security form 
To be filled in and signed by the guarantor (bank or insurance company), or the bid security 
form can be used as an example for the supplier to create on its own letterhead. 


Guarantor’s undertaking to pay a specified amount if the bidder fails to go forward with an 
awarded contract. 


Contract agreement form 
To be signed by the purchaser and the winning bidder; incorporates relevant sections of 
bidding documents into the binding contract: 


• Contract Agreement. 


• General and Special Conditions of Contract. 


• Technical Specifications. 


• Schedule of Requirements. 


• Supplier’s bid and original price schedules. 


• Purchaser’s notification of award. 


• Any other documents specified by the purchaser. 
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Performance security form  
To be filled in and signed by the guarantor (bank or insurance company) or used as an 
example for a document on its own letterhead.  


Guarantor’s undertaking to pay a specified amount if the bidder defaults on an awarded 
contract. 


Bank guarantee for advance payment 
To be filled in and signed by the guarantor (bank or insurance company), or the bid security 
form can be used as an example for the supplier to create on its own letterhead. 


Guarantor’s undertaking to pay a specified amount if the supplier uses the advance payment 
for purposes other than toward delivery of the goods. 


Certificate of Pharmaceutical Product  
To be provided by the manufacturer of the pharmaceutical product.  


Establishes status with regard to certifications, licensing, and marketing according to the 
World Health Organization (WHO) Certification Scheme on the Quality of Pharmaceutical 
Products Moving in International Commerce.1 The Certification Scheme was developed by 
WHO to help combat the sale and distribution of substandard and/or counterfeit 
pharmaceutical products. 


3. Clauses in Model Bidding Documents  
Model bidding documents of different public-sector organizations are made up of very 
similar clauses because they are based on the same principles of good public-sector 
procurement. Differences, when they do occur, are generally attributable to: 


• Slightly different ways of accomplishing the same objective. 


• Incorporation of wording specific to local issues and experience. 


• Incorporation of clauses specific to the type of goods to be purchased. 


• Incorporation of issues important to the funding source. 


• Incorporation of clauses specific to international trade as differentiated from local 
procurement. 


 
1 Available at: http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/index.html. 
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In most cases, government documents focus on local bidding, while development bank 
documents and many donor-generated documents assume international bidding. This 
module will use international bidding as a tool for instruction. 


Document “a” in Section I.2 is a list of mandatory standard clauses commonly found in 
bidding documents for goods procurement. It is in two parts: General Instructions to 
Bidders and General Conditions of Contract. A cursory review of this list will help readers 
understand the number and depth of issues that must be addressed in good bidding 
documents.2 In particular, it should help new procuring entities understand the value of 
using model bidding documents rather than trying to develop them on their own. It can also 
be useful as a checklist to help ensure important clauses are included in the bidding 
documents.  


 
2 For samples of actual wording used in these clauses, readers should look at the latest World Bank documents or at 
equivalent good public-sector procurement documents. Relevant websites and documents are listed in Section I.  







6 Developing Bidding Documents and Inviting Offers      
 


Procurement Capacity Toolkit 6-18 


E. Preparing Draft Bidding Documents 


The drafting process can be approached in two ways: 


• Using model bidding document templates in electronic form, with purchasers filling 
in the particulars. 


• Using model bidding documents, with purchasers rewriting them to suit their 
particular needs and situations. 


The advantage of using an electronic copy is speed and accuracy. In either case, treatment of 
a particular topic must be consistent from section to section, and extreme care must be 
taken to avoid language that contradicts, overlaps, or duplicates wording in another section.  


This poses a challenge for the procurement staff during the drafting process because 
changes in one part often require changes in another, and basic principles set out in the 
mandatory clauses must not be violated. 


1. Study and Assessment 
As soon as basic procurement requirements and the procurement method are known, the 
procurement staff can begin to become familiar with the applicable standard document and 
make a list of information that will need to be filled in. It is not necessary to wait until every 
question associated with the procurement plan and schedule is answered. This is particularly 
important for newer, less experienced procuring entities in order to help ensure that 
bidding documents will be produced within the scheduled period. 


Assuming the RH purchaser has selected model bidding documents with appropriate fixed 
wording and will proceed by filling in the particulars, the process for developing the draft 
bidding documents begins with a careful study of the clauses and layout. The end result of 
this step should be a listing of information that must be assembled for the bidding 
documents. In addition to the list, this study will impart a good understanding of:  


• How the procurement process is expected to proceed. 


• Rules that must be followed. 


• General intent (for example, fair competition). 


• Recurring topic areas. 


• Where various clauses are located and how they fit together. 
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• Potential problem areas. 


• Responsibilities of the purchaser. 


• Responsibilities of the bidder. 


• Responsibilities of the eventual supplier. 


Since each section of the bidding documents has a different purpose, the same topic often 
appears in several locations. For example, clauses on QA might appear in General 
Instructions to Bidders, Special Instructions to Bidders, General Conditions of Contract, 
Special Conditions of Contract, and Technical Specifications. 


a. Read and Understand 


It is very important for procurement personnel to read and understand mandatory standard 
clauses (in this module, General Instructions to Bidders and General Conditions of 
Contract) along with modifying clauses (Special Instructions to Bidders and Special 
Conditions of Contract) located in other parts of the bidding documents. Modifying clauses 
often do not repeat enough information from the mandatory standard clause to make them 
“intuitive,” so the casual reader will have trouble understanding exactly what information 
should be filled in. Understanding the associated mandatory standard clause for each 
modifying clause will help to ensure time is not spent pursuing the wrong answers. 


b. Assess 


Purchasers must decide whether or not the mandatory standard clauses and proposed 
modifying clauses will adequately represent the procurement to be undertaken, and provide 
protections against substandard and possibly dangerous products. This is also the time to 
consider problems that might occur during bidding, evaluation, and contract performance. 
Additional clauses can be included, as long as they do not contradict the mandatory wording 
or the prevailing procurement regulations and guidelines. Purchasers must take care that the 
legal meaning of added and amended wording is clear and understood. The World Bank has 
suggested additional clauses for pharmaceuticals, vaccines, and condoms in its Standard 
Bidding Document: Procurement of Health Sector Goods and discusses some of the special 
considerations surrounding procurement of these items in its Technical Note document. Both 
are available on the World Bank website listed in Section I.3.a. 


The next step is to make a list of information that needs to be filled in and decisions that 
must be made. Document “b” in Section I.2 may be helpful as a checklist. It is a listing of 
clauses in Special Instructions to Bidders and Special Conditions of Contract that require 
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input by the procuring entity. Information and decision requirements can then be separated 
into categories for inclusion of the following: 


• Information that is obvious and can be filled in immediately, such as the purchaser’s 
name and bid identification numbers. 


• Information from the procurement planning and scheduling phase, such as 
quantities and delivery dates.  


• Information that will need some investigation, such as information about ineligible 
countries and debarred firms. 


• Decisions that will need to be made by the procuring entity, such as the minimum 
production capacity required for qualification, and whether or not there will be a 
pre-bid meeting.  


• Decisions that should be made by others, particularly QA details and areas of 
government concern, such as domestic preference.3  


c. Confirm Outside Services 


In some less developed environments, it is also wise—at this point—to confirm the status of 
outside services and capabilities needed during procurement and contract performance. 
There may be problems associated with obtaining international services such as testing 
laboratories and preshipment inspection, or deficiencies in local capabilities (for example, 
banking)—particularly the ability to open commercial letters of credit (L/Cs). Ideally, these 
issues will be understood and steps will have been taken to correct the deficiencies before 
the procurement requisition is sent to the procurement unit. If this has not been done, the 
procurement unit should set any required processes in motion as soon as possible so that 
delays will not occur and the services are obtained within the time frame required.  


2. Gathering Information and Making Decisions 
Using the lists of information and decisions still needed, consider where and how these 
decisions might be obtained; for example, from the director, earlier bidding documents, the 
RH program manager, a calculation, a website, a consultant, a specification, the NRA, or the 
Ministry of Finance.  


 
3 A price advantage is sometimes given to domestic firms during the selection process—used for comparison purposes 
only. 
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Obviously, there are many decisions to be made, such as: 


• Whether or not to charge a fee for bidding documents.  


• Amount of bid security. 


• Whether or not samples are required. 


• Date and time for pre-bid meeting. 


• Bid opening date and time; bid validity requirement. 


• Whether or not bids will be accepted for less than the full quantity. 


• Whether the price should be quoted as fixed. 


• Whether and how domestic preference will be applied. 


• What qualifications should be required. 


• Whether evaluation will be on the basis of items or lots. 


Some organizations develop standards for routine issues, such as the price of bidding 
documents. Fees may be appropriate for advertised open competitive bidding, and the price 
should not be so high as to eliminate competition. However, fees are not appropriate if the 
potential supplier has been asked directly to submit a bid.   


Standards for this and other issues, such as commercial qualification criteria, can be an 
efficient time-saver. 


3. Drafting the Bidding Documents 
Now that information has been gathered and decisions made, it is time to draft wording for 
the different sections and put it all together into completed bidding documents.  


Technical specifications and the schedule of requirements establish the “bones” of the 
procurement around which everything else will be built. These should be added first. 


a. Technical Specifications 


Detailed technical specifications written by qualified experts are provided to the procuring 
entity along with the official procurement requisition. Different items are included in the 
technical specifications, depending on the type of product to be purchased. Examples of 
contraceptive specifications can be found in Module 2.  
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b. Schedule of Requirements 


Most of the information necessary for completing the Schedule of Requirements can be 
found in the procurement requisition (discussed in Modules 4 and 5). Document “c” in 
Section I.2 is a copy of the procurement requisition used as an example in earlier modules. 


• The procurement office may need to write a short description of the goods—with 
just enough information to identify the product without confusion. (The Technical 
Specifications section provides a more detailed description.) For pharmaceuticals, 
including hormonal contraceptives, the international nonproprietary name or 
generic name should be mentioned, as well as the basic unit, package size, and the 
number of packages needed. 


• Delivery schedule: The procurement requisition usually specifies the date that 
goods are required by the end user, but a different delivery date may need to be 
calculated for the bidding documents, one that takes into account the implications 
of INCOTERMS (explained in Module 4), such as CIP (meaning carriage [freight] 
and insurance costs are paid by the seller), that will apply to the procurement 
contract. Under some INCOTERMS, the goods are considered delivered when 
they are handed over to the carrier, not when they reach their final destination. If 
this is the case, the delivery date entered into the bidding documents should be 
earlier than the date the goods are needed in-country by the number of weeks 
estimated for shipping and clearing. 


• The delivery date can be a specific month, day, and year, or a number of weeks 
after a stated event, such as after confirmation of an L/C. This is the place to 
indicate if the product is to be delivered in partial shipments and to outline the 
required schedule. 


c. Special Instructions to Bidders 


General and Special Instructions to Bidders establish commitments about how the 
purchaser will perform during the bidding, evaluation, and selection processes, as well as 
rules and requirements for potential bidders. The purchaser must insert three types of 
information into Special Instructions to Bidders: 


• Routine administrative items, such as the name of the purchaser, how bidders 
should prepare and submit bids, and when and where bids will be opened.  


• Eligibility and qualification requirements.  
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• Information that defines the purchaser’s commitment to certain actions and 
decisions, such as validity periods, what is acceptable, what is not acceptable, how 
decisions will be made, and how bids will be handled.  


The second and third bullet points represent areas in which protest, delays, and even 
cancellation of the bid can result if the procuring entity fails to abide by what it states in the 
bidding documents. Thus, it is very important for these sections to be clear and 
representative of what is actually going to happen. This can pose difficulties in systems that 
have recently adopted good public-sector procurement in principle but continue to follow 
outdated procedures.  


d. Eligibility Criteria and Documents 


Who can submit a bid? For most public-sector procurement, eligibility requirements are 
based on the country of manufacture, the country of the seller, and whether or not a firm 
has been debarred (Section D.2.c). Documentation requirements for eligibility amount to 
the firm not being on one of the lists of either excluded countries or debarred firms.  


For health-sector procurement (pharmaceuticals, contraceptives, etc.), the goods 
themselves—not only the supplier of the goods—are required to meet eligibility criteria:  


• A manufacturer’s authorization letter (document “d” in Section I.2) is used to 
legally connect the bidder with the manufacturer of the offered products and to 
confer the manufacturer’s basic responsibility for the goods, including warranty and 
guarantee. In health-sector procurement, it helps eliminate bids from middlemen 
who may knowingly deal in counterfeit, expired, or mislabeled products. 


• Product licensing with the regulatory authorities of the purchaser’s country and the 
manufacturer’s country is treated as an eligibility requirement, reflecting the 
importance of this international practice. However, licensing in the purchaser’s 
country is not always a prerequisite for bidding. Some countries allow the winning 
bidder to secure regulatory licensing for the offered product after the initial award, 
but delay contract signing until such licensing is in place. This strategy broadens the 
competition, but as a practical matter, it can lead to long delays in the procurement 
process because the regulatory licensing process often requires many months. 
Some countries have tried to solve this problem by setting time limits, after which, 
the contract would be awarded to the next lowest evaluated cost qualified bidder. 
Readers can see the possibility for manipulation in situations in which the local 
regulatory authority is operating on an agenda that runs counter to fair, 
competitive procurement. In countries where “fast-track” licensing is a possibility, 
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the risk of delay is significantly less. For additional information, see Supplementary 
Topics, Section K: Regulatory Authorities. 


• Bidding documents must provide contact information for bidders to use to obtain 
additional information about requirements for registration of health-sector goods, 
but the documents themselves should not provide detail, since this could imply a 
commitment that the procuring entity is not at liberty to offer. 


• In the event a purchasing country does not have a well-functioning regulatory 
authority set up to license pharmaceuticals and protect its population from 
substandard products, alternatives should be considered. For example, competition 
might be limited to products and manufacturers that are prequalified by WHO or 
are from countries with regulatory authorities belonging to the Pharmaceutical 
Inspection Co-operation Scheme4 or the International Conference on 
Harmonisation.5  


e. Qualification Criteria and Documents  


Qualification criteria offer one of the best opportunities for RH purchasers to eliminate bids 
from sources that are likely to supply poor-quality products, miss delivery dates, or default 
on contract conditions. 


Qualification of bidders can be done as a separate process prior to actual bidding 
(prequalification), or it can take place during the evaluation process, or it can be limited to 
the winning bidder (post-qualification). Prequalification is discussed in Section G. This 
segment will assume a cursory investigation at the evaluation stage and post-qualification of 
the winning bidder. 


Regardless of when the investigation takes place, RH purchasers must determine if the 
bidder is qualified. Basic requirements are: 


• Adequate production capacity and experience. 


• Verifiable technical capability. 


• Verifiable business and financial stability. 


• History of successful performance. 


 
4 For more information, see http://www.picscheme.org/. 
5 International Conference on Harmonisation of Technical Requirements for Registration of Pharmaceuticals for Human 
Use. For more information, see http://www.ich.org/cache/compo/276-254-1.html. 
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It is up to the procuring entity to develop specific criteria and to specify documentary 
evidence the bidder must submit. For example, in the case of production capacity, the 
procuring entity would define exactly how much capacity it considers “adequate” based on 
quantity and delivery time requirements of the subject procurement.  


Defining evidence in support of specific criteria is not as clear-cut as defining the criteria 
itself. The purchaser might ask the bidder for a sworn statement of its installed 
manufacturing capacity and peak and average production over the past 3 years, but at 
evaluation, other details and documents submitted with the bid will be needed to 
corroborate bidder claims. The firm’s financial information and audited financial statements, 
details of current commitments and contracts completed over the past several years, and 
the bidder’s explicit permission for the purchaser to contact business and banking 
references are normally requested.   


Guidance notes in the World Bank’s Standard Bidding Document: Procurement of Health Sector 
Goods offer suggestions about appropriate qualification clauses. In addition, in 2002, the 
World Bank developed a trial edition, Standard Prequalification Document: Procurement of 
Health Sector Goods, which is still available on its website under electronic archives. Much of 
the same information can be found in the Technical Note attached to the Standard Bidding 
Document. (Websites are listed in Section I.3.a.)   


Two clauses in the World Bank prequalification documents for health-sector goods are 
designed to provide an element of confidence in bidder statements with regard to their 
qualifications: 


• Bidder’s declaration: “The undersigned declare that the statements made and the 
information provided in the duly completed application are complete, true, and 
correct in every detail.” 


• Bidder’s authorization: “Your agency and its authorized representatives are hereby 
authorized to conduct any inquiries or investigations to verify the statements, 
documents, and information submitted in connection with this [application], and to 
seek clarification from our bankers and clients regarding any financial and technical 
aspects. [This Letter of …] will also serve as authorization to any individual or 
authorized representative of any institution referred to in the supporting 
information to provide such information deemed necessary and as requested by 
yourselves to verify statements and information provided in this application, such as 
the resources, experience, and competence of the applicant.” 
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Document “e” in Section I.2 is a synthesis of the qualification requirements published in the 
World Bank’s prequalification document. Document “f” in Section I.2 is an expanded and 
more stringent set of qualification and documentation requirements obtained from a newly 
reformed public procurement system in South Asia. The terminology differs slightly: the 
word “tender” is used instead of the word “bid”; they are equivalent.  


f. Evaluation Criteria 


The word “evaluation” sometimes causes confusion because it is used broadly to describe 
the process of examining bids and more narrowly as a stage in the overall selection process. 
In order to reach the stage at which bids are evaluated in the narrower sense, they must 
first pass an initial examination and be deemed “substantially responsive” to the bidding 
documents—that is, they contain no major deviations (also called material deviations, and 
discussed in more detail in Module 7) from the specifications, expected contract language, 
or other requirements. Then price, price adjustments, and application of economic factors 
(nonfinancial items given a value) are evaluated. 


Good public-sector bidding documents include complex fixed wording with regard to 
evaluation criteria; procuring entities need only “fill in the blanks.” However, this seemingly 
simple task requires careful study and a full understanding of each fixed clause as well as the 
suggested fill-in options.  


The procuring entity specifies what adjustments and economic factors will apply and explains 
how they will be calculated to arrive at an “evaluated price” for comparison with other bids.  


• The “cross-discount” is an interesting example of a price adjustment. When 
allowed by the bidding documents, it lets bidders offer a discount based on award 
of more than one contract.  


• Examples of “economic factors” include domestic preference, availability of local 
representation, and possibility of early delivery.6 In these cases, a predetermined 
percentage is deducted from the offered price or added to competitor’s prices to 
arrive at an amount for comparison (but not the price to be paid). 


Evaluation criteria imply a commitment by the purchaser to choose a winning bid precisely 
as stated. If the purchaser deviates from this path, bidder protests, delayed procurement, or 
worse may result.  


 
6 The possibility of early delivery would also need to be mentioned in the Schedule of Requirements. 
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g. Currency of Bid 


It is common to accept bids in any freely traded currency, so bidding documents must state 
what common currency will be used for evaluation and comparison purposes and exactly 
how currencies will be converted, including the source of the exchange rate and the date. 


h. Bid Security 


If bid security (defined in Section L) is required, it is always better to set the amount as a 
fixed number rather than a percentage of the bidder’s offered price, in order to avoid 
premature disclosure. One to two percent of the budget estimate for the estimated 
contract is appropriate. Higher amounts may drive away potentially qualified bidders. A 
smaller amount, or even no bid security, is acceptable for simple contracts where the 
market is relatively stable and mature.  


i. Validity Periods: Bids and Bid Security  


In the bidding documents, the procuring entity informs prospective bidders how long after 
the deadline for bid submission their bids must remain valid. Normally expressed in days, a 
specific date should also be mentioned in order to eliminate errors in calculation or 
misunderstanding about the start and end dates. The number of days must be sufficient to 
permit the purchaser to complete the evaluation, obtain all necessary approvals, and issue 
the notification of award. In most cases, 90 days is adequate, but whatever period is 
selected, it must be realistic so that requests for extensions are kept to a minimum. 


When bid security is required, an additional 28 days after the end of the bid validity period 
is commonly specified for the security to remain valid. A date should be mentioned here as 
well, because many bids are rejected on the basis of simple errors in calculating the bid 
security validity period.  


If it becomes necessary to request extensions of bid validities, bid security extensions should 
be requested at the same time. 


j. Deadline for Bid Submission 


The date chosen for a bid submission deadline (for international bidding) is usually around 6 
weeks from the date of issuance of the bidding documents, depending on the value, scope, 
and complexity of the goods being purchased.  
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k. Date and Time for Bid Opening 


The date for bid opening should be the same as the bid submission deadline, and the time 
should be shortly thereafter to minimize possible complaints about insecure storage 
arrangements for the unopened bids. 


l. Purchaser’s Right to Vary Quantities at Time of Award 


Allowing for a percentage increase or decrease in the contract amount is always a good 
idea. This provides an option other than canceling the bidding if prices offered exceed the 
available budget. On the other hand, if prices are lower than expected, the purchase of 
additional product might be attractive. The percentage should not be more than 20, and it 
must be mentioned in the bidding documents.  


Quantity changes after the award has been made and accepted are handled via contract 
amendment, to which both parties must agree in writing. After a manufacturer has signed a 
contract and scheduled and committed resources based on that contract, it may be 
reluctant to accept sudden quantity changes. Thus, the possibility—if it exists—should be 
mentioned in the bidding documents’ Special Conditions of Contract as a potential “change 
order.” 


m. Clarification of Bidding Documents 


Proper communication with bidders is another area in which conflict can occur. All 
correspondence between potential (and actual) bidders and the procuring entity must be in 
writing, not verbal. The bidding documents provide an address and usually commit the 
purchaser to responding in writing to any request for clarification it receives no later than 
14 calendar days prior to the deadline of submission of bids. Fixed wording also promises 
that copies of the response will be sent to all prospective bidders that have purchased the 
bidding documents, along with a description of the inquiry, but without identifying its 
source. A bidder that does not receive the same information as the others, and 
subsequently loses the contract, is likely to protest, leading to delays and possible 
cancellation of the bid.  


n. Documents Comprising the Bid 


Good public-sector bidding documents include a list of items the bidder must submit as its 
bid. The fixed clauses usually include the bid form, price schedule, evidence of bid security, 
written power of attorney authorizing the signatory of the bid to commit the bidder, 
documentary evidence of eligibility, documentary evidence that the goods to be supplied 
conform to the bidding documents, and documentary evidence that the bidder is qualified to 
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perform the contract. The purchaser must list what specific “documentary evidence” should 
be included.  


o. Completion of Special Instructions to Bidders  


Model bidding documents frequently include guidance notes and options in places where 
purchasers are expected to fill in particulars. When using an electronic copy of such a 
model, it is important to make sure all guidance notes and unused options are deleted once 
the necessary entries have been made. This step is frequently overlooked and produces 
confusion about exactly what is required. 


p. Special Conditions of Contract 


General and Special Conditions of Contract set rules and expectations about performance 
of the bidder and the purchaser after an award is made. Many of the clauses deal with 
routine contractual issues, such as definitions, performance security, liquidated damages, 
arbitration, and governing language. Local import practices and documentation requirements 
are reflected here as well; for example: 


• Import licensing. 


• General dockside sampling. 


• Customs tariff and taxes. 


• Commercial invoice. 


• Shipping documents. 


• Notifications. 


• Receiving inspection and acceptance. 


• Consular/customs invoice. 


Special Conditions of Contract for routine and local requirements are often standardized by 
custom or dictated by a governing authority, so there is little for the RH purchaser to do 
but fill in the information. However, several areas (some of which are interrelated) require 
careful consideration and wording: 


• Certification of goods (regulatory licensing and product registration). 


• Inspections and tests. 


• Packing and markings. 


• Payment conditions and method of payment. 
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• Delivery and related documents. 


• Warranty. 


These areas are discussed below. 


Certification of goods 
This clause should mirror the information about regulatory licensing provided in the 
General and Special Instructions to Bidders. If the contract will not become effective until 
the product has been licensed by the regulatory authority of the purchaser’s country, this is 
the place to set a time limit, from the date of contract signing, after which either party can 
declare the contract “null and void” by a written notice.  


Inspections and tests 
This clause should specify inspections and/or tests not otherwise mentioned in the standard 
documents and provide a cross-reference to corresponding requirements in the Schedule of 
Requirements and Technical Specifications. In the case of certain health-sector goods, 
preshipment inspection and sampling is conducted at the manufacturer’s facility by an 
independent third party.7 Testing, if required, is done at an independent laboratory before 
shipment. This is known as a “preshipment compliance program.” It may include all or part 
of the following: 


• Documentary review. 


• Inspection at the manufacturer’s facility. 


• Sampling at the manufacturer’s facility. 


• Testing at an independent laboratory. 


Preshipment compliance programs eliminate the time and trouble involved in returning 
goods and waiting for another shipment when substandard, poorly labeled, poorly packaged, 
or incorrect goods are detected. Their inclusion in a contract helps to deter intentional as 
well as accidental supply of substandard product.  


In cases in which a stable, continuous flow of a specific commodity is a critical consideration 
(family planning, immunization, etc.), preshipment compliance programs are very important. 
Additional information on preshipment compliance programs can be found in Module 9. 
World Bank health-sector procurement documents provide sample wording for the Special 
Conditions of Contract with regard to inspection and testing of condoms. 


 
7 There is potential risk associated with condoms in particular. 
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Packing and markings  
This clause is used to list requirements that are in addition to the General Conditions of 
Contract text. For example, the RH program may want certain information printed on the 
outside of the packing boxes in order to facilitate warehousing and distribution, or there 
may be a requirement to pack goods so they remain at less than a certain temperature, as is 
the case with vaccines and a few pharmaceuticals. This information must be cross-
referenced to corresponding requirements in the Schedule of Requirements and Technical 
Specifications. 


Payment conditions and method of payment 
This clause is used to explain how and when payment will be made to the supplier. It is an 
important clause because it gives the purchaser an opportunity to build in tools for 
enforcing quality and timeliness requirements. 


• Quality requirements can be enforced by requiring the supplier to present 
documents to the purchaser (or the paying bank) that give evidence of successful 
inspection and testing (when applicable). 


• Shipping dates, documentation, notification, and marking requirements can be 
enforced by requiring evidence of compliance as a condition of payment. 


When an L/C is used as the payment method, the bank will refuse to pay the beneficiary (in 
other words, the supplier) if it does not comply with the L/C conditions. Thus, the 
procuring entity must make sure that the L/C provisions reflect those stipulated in the 
Special Conditions of Contract.  


An example of a payment clause can be found in Section I.2 as document “g.” It 
demonstrates the level of detail required in good procurement documents. 


Delivery and related documents  
This clause is used to list documents the supplier must provide to the purchaser and/or a 
specified bank upon shipment. An example clause is provided in Section I.2 as document “h,” 
but actual requirements differ from country to country.8 Several types of documents are 
involved: normal commercial transport documents like the bill of lading, insurance 
certificate, and packing list; QA documents, such as the manufacturer’s Certificate of 
Analysis and QA records; and regulatory documents, such as the lot release certificate 
issued by the regulatory authority of the manufacturer’s country and the product approval 


 
8 For example, some countries try to protect their local manufacturers from outside competition by requiring a No 
Objection Certificate from local producers of similar products. 
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document (license, registration certificate, etc.) issued by the importing country’s regulatory 
authority. These documents are used to:  


• Clear the goods from customs (the legal requirements and procedures at the port 
of entry that allow goods to pass across the importing country’s border). 


• Establish conformity of the product to basic specifications (they should also appear 
in the corresponding specification). 


• Establish proof of performance (this triggers payment to the supplier [by a bank in 
the case of an L/C]).  


• Schedule inland transportation, receiving warehouse inspection, etc. 


It is important to list exactly what documents will be required for entry into the purchaser’s 
country.  


If the proper documentation is not presented, the shipment can be held at the port, 
returned to the shipper, or destroyed. This is a good example of how a small oversight in 
the bidding documents can turn into a supply disaster. 


Particular care should also be taken in specifying one of the normal transport documents: 
the clean, onboard bill of lading. If the L/C is going to require the seller to present an 
original, negotiable bill of lading to a specific bank for payment, then the contract clause 
about shipping documents should not require the seller to send it (the original, negotiable 
bill of lading) to the purchaser along with the other advance shipping documents. The 
purchaser will receive it from the commercial bank after the supplier is paid (see 
Supplementary Topics, Section C: Letters of Credit).  


Finally, the procuring entity must be sure to state the number of originals and number of 
copies required for each document. 


Warranty 
There are four main warranty conditions for health-sector goods: 


• Goods are of fresh manufacture and bear the dates of manufacture and expiry. 


• All goods supplied under contract will have remaining a minimum of 5/6 of the 
specified shelf life upon delivery at the port of entry for goods with a shelf life of 
more than 2 years, and 3/4 for goods with a shelf life of 2 years or fewer, unless 
otherwise specified in the Special Conditions of Contract. 
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• Goods are not subject to recall by the applicable regulatory authority due to 
unacceptable quality or an adverse drug reaction. 


• Purchaser shall have the right to make claims under the warranty for 3 months 
after the goods have been delivered to the final destination indicated in the 
contract. 


Depending on the contract form, these conditions may appear in the General or Special 
Conditions of Contract. If they are included in the General Conditions of Contract, the 
purchaser would use the Special Conditions of Contract to alter times and numbers. 


q. Completion of Special Conditions of Contract Clauses 


As the reader can see by now, there is an important interrelationship between clauses on 
certification of goods, inspections and tests, payment, and delivery and documents that 
together provide for enforcement of quality and timeliness requirements. In addition to 
coordinating this foundation, the procuring entity should make sure that treatment of each 
issue in the Special Conditions of Contract is consistent with wording in the corresponding 
Special Instructions to Bidders, Schedule of Requirements, and Technical Specifications.  


4. Preparing the Documents for Sale or Distribution 
When all required entries have been made and all superfluous text has been deleted, the 
procuring entity compiles the various parts into a bidding document package, applies page 
numbers, and constructs a table of contents and a title page. A suggested table of contents 


would include: 


• General Instructions to Bidders. 


• Special Instructions to Bidders. 


• Schedule of Requirements. 


• Technical Specifications. 


• Eligibility and Qualification Criteria. 


• General Conditions of Contract. 


• Special Conditions of Contract. 


• Forms [to be used by the bidder]. 
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a. Review of Documents and Caution 


Outside review of bidding documents is recommended. In addition, many organizations, 
funders, and government entities wish to review and approve draft bidding documents 
before they are made available to the public.  


As a result of review, changes or corrections may be required. These should be undertaken 
with great care and acumen, as it is easy to ruin an otherwise good document by forgetting 
to make corresponding changes in other sections. Sometimes only a word or two will be 
affected. At other times, the entire meaning of a clause will be altered, with far-reaching 
implications for processes or requirements.  
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F. Inviting and Receiving Bids 


1. Bidding Document Sets and Document Register 
As soon as all approvals are in place, the procuring entity can begin preparing document sets 
for distribution to interested parties. The number of sets that should be produced depends 
on the type of goods, the approximate number of prospective bidders, the source of goods 
(national or international), and previous sales of bidding documents for similar goods. 
Additional sets are normally produced for official purposes.  


Each set of documents should be numbered and a register set up to record the names, 
addressees, and document numbers of all bidders, so they can be informed about any pre-
bid conferences, amendments to the documents, or other official business. 


2. Invitation for Bids and Transmittal of Bidding 
Documents 


When the documents are ready for issue, the procuring entity can begin soliciting bids by 
extending a public Invitation for Bids to all interested firms and parties. This is done through 
advertising in newspapers, official gazettes, specialized journals (in the case of very large 
values), on organizational and/or governmental websites, and on local bulletin boards. In 
addition to advertisements and website notices, the procuring entity may want to send 
notices directly to suppliers it hopes to attract. Notices must be sent to suppliers that have 
expressed an interest as a result of preliminary general procurement notices. The objective 
is to reach as many prospective bidders as possible. 


Another means of issuing an Invitation for Bids and soliciting responses from bidders is 
through e-bidding. e-Bidding is one component of the larger e-procurement process that is 
becoming more commonly used in procurement practices. Since bidding requires special 
software and functioning Internet technology, which is often not available on a consistent 
basis to many public-sector procuring entities in developing countries, in this section, we 
will focus on the traditional practices for issuing an Invitation for Bids. See Supplementary 
Topics, Section B: e-Procurement, for more information. 


The Invitation for Bids notice very briefly describes the procurement requirements and 
provides prospective bidders with information on where and how they can obtain bidding 
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documents. Many purchasing organizations have standard formats and templates for this 
notice. Document “i” in Section I.2 is an example of a hard-copy format suitable for print.9  


Large contracts for RH supplies, particularly contraceptives, will almost always attract 
interest from international sources, so a facility for transmitting bidding documents outside 
the country is necessary. If the purchasing country lacks reliable mail service, an alternate 
method must be arranged, possibly a courier or express document service. Unimpeded 
access to funds for postage or courier fees to deliver bidding documents to interested 
parties is a critical prerequisite for international competitive bidding. 


When the documents and Invitation for Bids are ready, and the facility for transmitting 
bidding documents to prospective bidders has been assured, the RH purchaser can place the 
advertisements and the website notices. These should appear at the same time. 


3. Pre-bid Conference (optional) 
Pre-bid meetings of prospective suppliers are held for international and important local 
procurements, when it is thought necessary. At these meetings, questions are answered and 
minutes are recorded. If a question or concern cannot be answered during the meeting, it is 
referred to an appropriate expert.  


In a highly competitive situation, pre-bid meetings can become difficult to control, so it is 
very important to set a firm agenda and make an advanced plan for managing the flow of 
questions and answers. Procedural errors during the meeting, or in writing or distributing 


the minutes, can result in official protests by competing bidders, which will almost certainly 
delay the procurement process.  


a. Meeting Arrangements 


Any pre-bid conference should take place well ahead of the bid opening date. The procuring 
entity should arrange a convenient place and time for the conference. The room must be 
large enough to hold at least: 


• Two representatives from every intending and prospective bidder. 


• All officers and directors who had a significant role in developing or approving the 
draft bidding documents. 


 
9 From the World Bank’s Standard Bidding Document: Procurement of Health Sector Goods. 
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• Appropriate procurement office staff and their directors. 


• A representative of the funding organization as appropriate. 


b. Notification of Prospective Bidders 


A notice about the conference should be given to the prospective bidders at the time they 
purchase the bidding documents. All prospective bidders up through the last one to 
purchase documents before the pre-bid conference should receive this notice.  


c. Attendance 


Participation should be limited to parties that have purchased bidding documents. Those 
attending should be registered and an attendance list generated, including titles and contact 
information.  


d. Responding to Questions 


The answers provided to questions asked during the pre-bid conference should be only to 
clarify an aspect of the bidding documents. It is important to not expand or modify the 
information stated in the bidding documents when providing an answer. If a question or 
concern cannot be answered during the pre-bid conference, it is referred to an appropriate 
expert. All questions and answers are documented and provided in writing to all bidders 
after the pre-bid conference. 


e. Distribution of Minutes and Post-meeting Announcements 


Each recipient of the original bidding documents should be provided a copy of the minutes 
and any deferred answer in sufficient time before the submission deadline to enable 
appropriate actions.  


Bidding documents may need to be amended as a result of questions and issues that are 
brought up by registered participants. If this happens, it will probably be necessary to extend 
the bid submission period as well. In the case of amended documents, the procuring entity 
should: 


• Notify directly the prospective bidders that purchased bidding documents.  


• Place notification of the extension on the website(s) where the original Invitation 
for Bids first appeared. 


• If there is sufficient time, also place the notification in appropriate newspapers and 
publications. 
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4. Additional Preparation 
Three additional preparation steps are necessary:  


• Arranging a secure location to hold bids prior to opening.  


• Setting up a system for handling funds collected from prospective bidders for the 
cost of the bidding documents. 


• Setting up a system for safeguarding bid securities after bids have been opened. 


5. Receiving and Managing Bids 
Basic rules for receiving and managing bids: 


• Bids must be held unopened until the stated day and time of bid opening. 


• Bid envelopes should be stamped with the date and time they are received. 


• Except for questions and answers in writing to/from the procuring entity, no one 
associated with the procurement is permitted to communicate with bidders 
regarding the bid from the time the advertisement appears until after an award has 
been made.  
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G. Prequalification: Issues and Documents  


1. Issues 
Procuring entities sometimes choose to limit competition for contract awards to a list of 
potential bidders and products they have prescreened and approved through a 
prequalification process. This involves advertising the opportunity to prequalify and 
providing a set of documents to applicants that establishes rules and requirements, as well as 
evaluating every application. In addition, WHO’s Prequalification of Medicines Programme10 
results in a list of prequalified products and manufacturers. For more information, see 
Supplementary Topics, Section E: Prequalification. 


Prequalification focuses on two separate aspects of the selection process:  


• Quality, safety, and efficacy of the product. 


• Reliability of the supplier. 


In countries with weak regulatory systems, prequalification can be a valuable tool for helping 
to ensure product quality as well as reliability of the supplier. In countries with satisfactory 
regulatory systems, prequalification tends to focus more on supplier reliability. 


Prequalification may be an attractive time-saver in situations in which a large number of bids 
from questionable sources are routinely received. It may be less so for procurement that 
attracts bids from smaller, more regulated markets.  


Curative pharmaceuticals are produced by many manufacturing firms in nearly every country 
in the world, and open tenders can result in an excess of questionable offers. In small 
countries with weak regulatory systems, prequalification can be used to develop a core of 
reliable suppliers of quality products from which to draw repeatedly. 


The hormonal contraceptive marketplace is much smaller than the general pharmaceutical 
marketplace, and it is dominated by products that have been licensed by stringent regulatory 
authorities such as those belonging to the Pharmaceutical Inspection Convention and 
Pharmaceutical Inspection Co-operation Scheme and the International Conference on 
Harmonisation of Technical Requirements for Registration of Pharmaceuticals for Human 
Use. In addition, WHO recently added hormonal contraceptives to its prequalification 
project and will soon make available on their website lists of products they have investigated 


                                                      
10 For more information, see http://apps.who.int/prequal/. 
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and accepted. Thus, reliability of the supplier rather than quality of the product would be 
the most likely focus of prequalification. 


The condom marketplace is not large in comparison to general pharmaceuticals, but it has a 
history of quality issues. Condom production derives from a nonpharmaceutical 
environment, and, until the 1990’s, many NRAs did not regulate or license this product. In 
1989, WHO began providing guidance for condom purchasers. The most recent WHO 
guidance on condom procurement can be found in the document, The Male Latex Condom: 
Specification and Guidelines for Condom Procurement (2003). The United Nations Population 
Fund (UNFPA) employs a prequalification program for condom manufacturers, and procures 
condoms only from those manufacturers that meet the prequalification requirements. 
UNFPA is collaborating with WHO to harmonize the UNFPA prequalification process for 
condoms and intrauterine devices with WHO’s prequalification process for medicines. 
Updated specifications and guidelines for procurement of these two contraceptives will be 
posted on the WHO and UNFPA websites upon completion. The application of solid 
specifications and the use of prequalification systems have improved the quality of condoms 
over the past 15 years. 


RH purchasers should consider their product profiles, the availability of suppliers 
prequalified by WHO, the size of the marketplace, and their own objectives in deciding 
whether or not to prequalify suppliers. 


2. Documents 
Two different sets of prequalification documents available on organizational websites are 
listed in Section I.3. One focuses on product quality, the other on supplier reliability.  


• Quality focus: Practical Guidelines on Pharmaceutical Procurement for Countries with 
Small Procurement Agencies; Attachment 1: Model Questionnaire for Prequalification of 
Suppliers (WHO Regional Office for the Western Pacific, 2002) (Section I.3.b). 


• Reliability focus: Standard Prequalification Document: Procurement of Health Sector 
Goods, Trial Edition (World Bank, 2002) (Section I.3.a).11 


Readers who have turned directly to this section should be sure to read the 
Sections D.2.i, Qualification Criteria, and E.3.e, Qualification Criteria and 
Documents. 


                                                      
11 Also see the “Bidder Information Form” in the World Bank’s Standard Bidding Document: Procurement of Health Sector 
Goods. 
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H. Request for Quotation: Issues and 
Documents 


For small-quantity or low-value procurement, the cost of formal competitive bidding may 
outweigh the advantages. A Request for Quotation containing the description and quantity 
of the goods required and the desired delivery time and place is sent to a minimum of three 
potential suppliers (to ensure competitive prices). Instructions for response and a copy of 
the expected contract terms and conditions are included as well. Offers can be opened and 
reviewed as they arrive or held until a specified opening date. If permitted by the purchasing 
authority, a period of discussion and negotiation may follow.  


A sample Request for Quotation can be found in Section I.2 as document “j.” A simplified 
version is provided as document “k.” 
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I. Reference Material 


1. Checklists and Forms 
Documents “a” and “b” can be used as checklists by the purchaser.  


2. Documents 
a. Mandatory Standard Clauses for Bidding Documents 


General Instructions to Bidders 
Scope of Bid  
Source of Funds  
Fraud and Corruption  
Eligibility  
Eligible Goods and Services  
Documents Establishing Eligibility of Goods and Services and Conformity to Bidding 
Documents 


 


Qualifications of the Bidder  
One Bid per Bidder  
Cost of Bidding  
Content of Bidding Documents  
Clarification of Bidding Documents  
Amendment of Bidding Documents  
Language of Bid  
Documents Constituting the Bid  
Bid Form  
Bid Prices   
Currencies of Bid  
Bid Security  
Period of Validity of Bids  
Alternative Bids by Bidders  
Format and Signing of Bid  
Sealing and Marking of Bids  
Deadline for Submission of Bids  
Late Bids  
Modification and Withdrawal of Bids  
Bid Opening  
Confidentiality  
Clarification of Bids  
Examination of Bids and Determination of Responsiveness  
Correction of Errors  
Conversion to Single Currency  
Evaluation and Comparison of Bids  
Domestic Preference  
Post-qualification  
Award Criteria  
Purchaser’s Right to Vary Quantities at Time of Award  
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Purchaser’s Right to Accept Any Bid and to Reject Any or All Bids  
Notification of Award  
Signing of Contract  
Performance Security  


 
General Conditions of Contract 


Definitions  
Application  
Contract Documents  
Corrupt, Fraudulent, Collusive, or Coercive Practices  
Country of Origin  
Specifications and Standards  
Interpretation  
Documents Forming the Contract and Priority  
Use of Contract Documents and Information   
Inspection and Audit  
Eligibility  
Gratuities and Agency Fees  
Joint Venture  
Confidential Information  
Certification of Goods in Accordance with Laws of the Purchaser’s Country  
Patent and Intellectual Property Rights  
Copyright  
Supplier’s Responsibilities  
Purchaser’s Responsibilities  
Scope of Supply  
Performance Security  
Inspections and Tests  
Packing and Documents  
Delivery and Documents  
Acceptance  
Insurance  
Transportation  
Incidental Services  
Warranty  
Terms of Payment  
Prices  
Change Orders and Contract Amendments  
Assignment  
Subcontracts  
Delays in the Supplier’s Performance  
Extensions of Time  
Liquidated Damages  
Force Majeure  
Termination for Insolvency  
Termination  
Resolution of Disputes  
Limitation of Liability  
Governing Language  
Applicable Law  
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Notices and Communications  
Taxes and Duties  
Changes in Laws and Regulations  
Clauses Requiring User Input  


b. Modifying Clauses for Bidding  


Bid Data Sheet (Special Instructions to Bidders) 
General Clauses: 
Name of Purchaser   
Name of Borrower  
Procurement Guidelines  
Eligibility Documentation  
Registration Requirements  
Qualification Criteria  
Bidding Documents: 
Purchaser’s Contact Information  
Preparation of Bid: 
Language Requirements  
Documents Required to be Submitted with Bid  
Place of Destination per INCOTERM Used  
Final Destination of Goods  
Submission Price in xx INCOTERM in Addition to CIP  
Prices Fixed for Duration, or Adjustable  
Percentage of Items Required for Each Lot; Items of Lot  
Currency Used  
Bid Validity Period  
Bid Security  
Alternative Bids  
Number of Copies of Bid to be Submitted in Addition to Original  
Submission of Bid: 
Option of Submitting Bids Electronically  
Purchaser’s Address for Bid Submission Purposes  
Marks for Bid Submission Envelopes  
Deadline for Bid Submission  
Opening and Evaluation of Bids: 
Bid Opening Time and Place  
Factors for Evaluation  
Conversion of Bid Prices to Single Currency  
Delivery Schedule and Late Deliveries  
Deviations in the Payment Schedule  
Domestic Preference  
Award of Contract: 
Maximum Percentage for Item Quantity Increase/Decrease  
Post-qualification  
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Special Conditions of Contract 
Nature of Goods to be Supplied  
Purchaser’s Country  
Purchaser’s Name, Address, etc.  
Project Site/Final Destination  
End User  
Applicability  
Applicable Edition of INCOTERMS  
Supplier’s Name, Address, etc.  
Documents That Are Also Part of the Contract  
Registration of Goods and Other Certification  
Ineligible Countries for Suppliers and Subcontractors  
Ineligible Countries for Goods and Related Services  
Standards  
Assignment  
Language  
Purchaser’s and Supplier’s Contact Information for Notices  
Governing Law, Language  
Patent Rights  
Packing List Requirements  
Packing, Markings, Documentation  
Details of Shipping and Other Documents to be Furnished by Supplier  
Prices Subject to Adjustment or Not  
Incidental Services  
Change Orders and Contract Amendments  
Method and Conditions of Payment  
Penalty for Late Payment by Purchaser  
Insurance Coverage Requirements  
Transport of Goods  
Performance Security  
Inspections and Tests  
Warranty Period  
Repair/Replacement Period  
Delays in Supplier’s Performance  
Liquidated Damages’ Percentage and Maximum  
Termination  
Force Majeure  
Arbitration Place/Rules  
Limitation of Liability  
Taxes and Duties  


 
 
These clause references were taken from the World Bank’s Standard Bidding Document: 
Procurement of Health Sector Goods. The complete verbiage for each clause can be found on 
the World Bank website at http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/ 
PROCUREMENT/0,,contentMDK:21890171~menuPK:84284~pagePK:84269~piPK:60001558
~theSitePK:84266~isCURL:Y,00.html.



http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html
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c. Example Procurement Requisition 


PROCUREMENT REQUISITION 
 


To:  
 
Program Submitted By:  
 
Date:  
 
Program Contact Person:  
 
Program Contact’s Telephone, Fax, Email:  
 
 
Item: 


Product Name ID # Unit 
Unit of 
Measure Quantity 


Reference 
Price* 


Total 
Cost 


       
 


 *with freight, fees, taxes


1. Item Description: [short version] 
 
 
 
Full Technical Specification Attached:  Yes No     [circle one] 
If “No,” current disposition and date expected: 
 


 
Estimated Weight/Dimensions /100 Units:  
 
Import License Required:  Yes No [circle one] 
 


2. Quality Assurance Provisions:  
  WHO Prequalification Required? Yes No     [circle one] 


Preshipment Inspection Required? Yes No     [circle one] 
 Preshipment Testing Required? Yes No     [circle one] 
 Regulatory Licensing Required?   Yes No     [circle one] 
 
3. Delivery Schedule: 


Number of Deliveries: ____ 
Date  Quantity   Location/Ultimate Consignee 


1. 
2. 
3. 


 
 Partial Shipments Allowed?     Yes   No [circle one] 
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4. Shipping Instructions: 
Ship To:  
Ship Via: 
Special Handling Requirements: 
Shipping Marks:  
Notify Party and Contact Information:  


 
5. Payment Terms Authorized: [circle one or more] 


Letter of Credit (open at xxx bank) Open Account 
Cash in Advance (United Nations agency only)  Down Payment 
Other [explain]: 
 


6. Preferred Delivery Terms: [INCOTERM] 
 
7. Procurement Options Authorized: [circle one or more] 


Competitive Bidding  United Nations Agency 
Catalog Supply Service  Other [explain] 
 


8. Source of Funding: 
Applicable Regulations/Guidelines: 


 
 
 
9. Foreign Exchange Available? Yes No [circle one] 


 
10. Special Instructions: 


[Example: 
Submit bidding document draft to xxxx for approval prior to release 
Contract to allow +/- 10 percent quantity fluctuation] 


 
____________________________________________________________ 
 
Procurement authorized by: _____________________ Date: __________ 
 
Authorizing signature: _______________________________ 
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d. Example Manufacturer’s Authorization 


Example Manufacturer’s Authorization  
[The bidder shall require the manufacturer to fill in this form in accordance with the 
instructions indicated. This letter of authorization should be on the letterhead of the 
manufacturer and should be signed by a person with the proper authority to sign documents 
that are binding on the manufacturer. The bidder shall include it in its bid, if so indicated in 
the Bid Data Sheet.] 


Date: [insert: date (day, month, and year) of bid submission] 


International Competitive Bidding No.: [insert: bidding process number] 


Alternative No.: [insert: identification number if this is a bid for an alternative] 


To: [insert: complete name of purchaser]  


WHEREAS 


We, [insert: complete name of manufacturer], the official manufacturer of [insert: type of 
goods manufactured], having factories at [insert: full address(es) of manufacturer’s 
factory(ies)], do hereby authorize [insert: complete name of bidder] to submit a bid the 
purpose of which is to provide the following goods, manufactured by us, [insert: name 
and/or brief description of the goods], and to subsequently negotiate and sign the 
contract. 


 


We hereby extend our full guarantee and warranty in accordance with Clause 27 of the 
General Conditions of Contract with respect to the goods offered by the above firm. 


 


Signed: [insert: signature(s) of authorized representative(s) of the manufacturer]  


Name(s): [insert: complete name(s) of authorized representative(s) of the manufacturer] 
Title(s): [insert: title(s)]  


Duly authorized to sign this Authorization on behalf of: [insert: complete name of bidder] 


 


Dated on ____________ day of __________________, _______ [insert: date of signing] 
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e. Example Qualification Requirements 


Example Qualification Requirements 


Documentary evidence in case of bidder offering to supply goods under the contract that the 
bidder manufactures or otherwise produces (using ingredients supplied by primary 
manufacturers) that the bidder is: 


Incorporated in the country of manufacture of the goods. 


Has been licensed by the regulatory authority in the country of manufacture to supply the 
goods. 


Has received a satisfactory current good manufacturing practices inspection certificate in line 
with the World Health Organization Certification Scheme on the Quality of Pharmaceutical 
Products Moving in International Commerce from the regulatory authority in the country of 
manufacture of the goods, or has been certified by the competent authority of a member 
country of the Pharmaceutical Inspection Co-operation Scheme, and has demonstrated 
compliance with the quality standards during the past two (2) years prior to bid submission. 


Has manufactured and marketed the specific goods covered by these bidding documents for 
at least two (2) years, and for similar goods, for at least five (5) years. 


That, in the case of a bidder offering to supply goods under the contract that the bidder does 
not manufacture or otherwise produce, the bidder has been duly authorized by a 
manufacturer of the goods that meets the above criteria to supply the goods in the 
purchaser’s country. 


The bidder shall also submit the following additional information: 


 A statement of installed manufacturing capacity. 


 Copies of audited financial statements for the past three (3) fiscal years. 


 Details of onsite quality control laboratory facilities and services and range of tests 
conducted. 


 List of major supply contracts conducted within the last five (5) years; names of 
countries to which applicant has supplied products worth at least the amount 
specified (US$xxx) within the last three (3) years. 


Evidence that it has the financial, technical, and production capability necessary to perform 
the contract: 


(A) That it has successfully completed or substantially completed at least xxx (not fewer 
than three and not more than five) similar contracts for supply of the goods within the 
last xx years (similar contracts are those of approximately the same size and that 
include comparable products). 


(B) That it has achieved an annual production rate of xx (at least three times the quantities 
specified under the contract). 


(C) That it has generated an average annual turnover (annual sales value) at least five 
times the estimated contract value during the last five (5) years. 
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f. Alternate Example Qualification Requirements (extended) 


 


Regulation 12—Qualification of Bidder 


In order to participate in public procurement, bidders shall provide evidence to demonstrate 
that they are suitably qualified. The purpose of qualification is to ensure that: 
• Those persons or firms participating in public procurement are able to meet the 


professional and ethical standards set out in the regulations and the procedures.  
• Suppliers, contractors, and consultants are able to perform the contracts for which they 


are bidding or offering services. 
 
The requirements for such qualification as set out in the regulations are detailed in the 
following paragraphs: 
 
(a) Professional and Technical Capacity: 
Suppliers, contractors, and consultants shall show that they possess: 
• The professional and technical qualifications and experience to undertake the 


work/supply/service for which they are bidding. 
• Satisfactory financial resources. 
• Suitable equipment and other physical facilities or proven access through contractual 


arrangement to hire/lease such equipment/facilities for the desired period, where 
necessary. 


• Satisfactory production/manufacturing capacity, where necessary. 
• After-sales service, where necessary. 
• Managerial capability, where necessary. 
• Prior experience of the work/supply/service for which they are bidding. 
• Satisfactory reputation for diligent and nonproblematic performance of contracts 


(repeated arbitration or legal proceedings against the bidder taint its reputation). 
• Appropriate personnel required to perform the contract, both in terms of numbers and 


skills. 
 
(b) Legal Capacity: 
Suppliers, contractors, and consultants shall show that they are legally entitled to enter into 
any subsequent contract that might arise from the procurement proceedings. This means 
that persons and/or firms shall demonstrate to the procuring entity that there is no legal 
reason (e.g., an order of a judicial court) that prevents them from entering into a contract. 
(Such a reason might be that a privately owned company was bankrupt, and as a result, the 
person owning the company and the company itself were banned by a court from entering 
into any contract.) 
 
(c) Financial Capability and Status: 
Suppliers, contractors, and consultants shall show that they are not: 
• Insolvent (e.g., the person or firm is not financially capable to perform the contract for 


which they are bidding). 
• In receivership (e.g., the firm was in serious financial difficulties and a court had, at the 


request of creditors, stopped the firm from managing itself and had placed an 
independent accountant in charge of the company’s business operations). 


• Bankrupt or in the process of being wound up (e.g., the person or firm’s financial 
situation is that they have more debts than income and can no longer function). 
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• Suspended from undertaking their business for financial reasons. 
• Subject to legal proceedings for any of the above reasons/grounds. 
 
(d) Taxation Obligations: 
Suppliers, contractors, and consultants shall show that they have fulfilled their obligations to 
pay taxes and social security obligations under the relevant national regulations (e.g., a 
surcharge or a tax for creating public utilities, disability surcharge, etc.). Documentary 
evidence to be provided by a foreign bidder to demonstrate that it meets these criteria may 
consist of a written declaration to that effect by the bidder. 
 
Based on the above four general qualification criteria and the nature and magnitude of the 
object of particular procurement, procuring entities shall set out specific qualifications in the 
prequalification document, bidding documents, or Request for Proposal document. 
 
In order to verify that a potential supplier, contractor, or consultant meets the requirements 
specified above, the procuring entity may require submission by the bidder of documentary 
evidence or other information from an appropriate authority or organization that shows the 
potential supplier, contractor, or consultant meets these requirements. 
 
The following paragraphs detail the documentation that may be requested by the procuring 
entity from the bidder: 
 
(e) Professional and Technical Capacity: 
• Evidence to show the bidder is enrolled in the relevant professional or trade 


organizations registered in the procuring entity’s country or in its country of origin or to 
provide a declaration on oath or a certificate concerning its competency in accordance 
with the conditions laid down by the law of the procuring entity’s country or of the country 
of its origin (such an oath or certificate would, normally, be provided by a professional 
institution related to the professional qualifications of the person or firm). 


• A description of the firm’s technical facilities, its available equipment, its measures for 
ensuring quality (e.g., ISO certification), and its design, research, and development 
facilities. 


• A list of the major deliveries effected in the past three (3) to five (5) years, with the sums, 
dates, and recipients, public or private, on a transaction basis, if a procuring entity so 
requests. 


• A list of client references that may be contacted by the procuring entity. 
• Samples, description, and/or photographs of the product to be supplied, the authenticity 


of which may be certified by a professional institution related to the professional 
qualifications of the person or firm, if the procuring entity so requests. 


• Appropriate statements from bankers of the firm’s financial resources. 
• The firm’s balance sheets or extracts from them, where publication of a balance sheet is 


required under company law in the country in which the supplier, contractor, or 
consultant is established. 


• Statement of the firm’s overall turnover and its turnover in respect of the 
goods/works/services to which the contract relates for the previous three (3) financial 
years. 


• Details of the numbers of both technical and administrative personnel employed by the 
firm. 
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(f) Legal Capacity: 
The legal capacity shall be confirmed by a power of attorney. This document shall state that 
there are no existing orders of any judicial court that prevent either a person or firm or 
employees of a firm from entering into and/or signing a contract with the procuring entity. 
 
(g) Financial Status: 
If the procuring entity so requests, it is for the applicant or bidder to prove that none of those 
circumstances apply (described in Section c above). Proof can be provided in the form of a 
document issued by an appropriate authority in the country of the procuring entity or in the 
country of the bidder, showing that none of these cases apply. 
 
(h) Taxation Obligations: 
For proof of fulfillment of obligations relating to the payment of taxes and social security 
contributions, the procuring entity may ask the bidder or applicant for a certificate issued by 
the competent authority of the procuring entity’s country, or in the case of foreign bidders, 
from the competent authority in that country. The tax certificate shall state: 
• Tax registration number or taxpayer’s identification number. 
• Value added tax registration number. 
• The year up to which income tax/value added tax assessment has been completed. 
• Confirmation that tax/value added tax has been paid regularly. 
 
It shall be noted that the above requirements represent the minimum qualification 
requirements. However, procuring entities may need to add to or amend these requirements 
for specific bids.  
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g. Example Payment Clause  


 


Example Payment Clause 


The method and conditions of payment to be made to the supplier under this contract shall 
be as follows: 


Payment for goods supplied from abroad 


Payment of foreign currency portion shall be made in [insert currency of the contract price] in 
the following manner: 


• Advance payment: Ten (10) percent of the contract price shall be paid within thirty (30) 
days of signature of contract and receipt of the performance guarantee, upon submission 
of an invoice (showing purchaser’s name; the contract number; [loan number if 
applicable]; description of payment; and total amount, signed in original, stamped or 
sealed with the company stamp/seal) and a bank guarantee in the form provided in 
[Section xxx], Advance Payment Bank Guarantee. 


 


• On shipment: Eighty (80) percent of the contract price of the goods shipped shall be paid 
through irrevocable confirmed letter of credit opened in favor of the supplier in a bank in 
its country, upon submission of documents specified in General Conditions of Contract 
Clause 11, or, alternatively, at the supplier’s option, within thirty (30) days of submission 
of documents specified in General Conditions of Contract Clause 11 above by direct 
bank transfer to the supplier’s nominated bank account. Opening changes and charges 
for amendment of the letter of credit at the request of or due to a fault or default of the 
purchaser are for the account of the purchaser. Confirmation charges and charges for 
amendment to letters of credit at the request of or due to a fault or default on behalf of 
the supplier are for the account of the supplier. 


 


• On acceptance: Ten (10) percent of the contract price of goods received shall be paid 
within thirty (30) days of receipt of the goods upon submission of an invoice (showing 
purchaser’s name; the contract number; [loan number if applicable]; description of 
payment; and total amount, signed in original, stamped or sealed with the company 
stamp/seal) supported by the Certificate of Acceptance issued by the purchaser. 


Payment of the local currency portion shall be made in [insert currency] within thirty (30) 
days of presentation of an invoice (showing purchaser’s name; the contract number; [loan 
number if applicable]; description of payment; and total amount, signed in original, stamped 
or sealed with the company stamp/seal) supported by the Certificate of Acceptance issued 
by the purchaser. 
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h. Example Delivery and Documents Clause 


 


Example Delivery and Documents Clause 


For goods supplied from abroad 


Upon shipment, the supplier shall notify the purchaser and the insurance company in writing 
of the full details of the shipment, including contract number, description of the goods, 
quantity, date and place of shipment, mode of transportation, and estimated date of arrival at 
the place of destination. In the event of goods sent air freight, the supplier shall notify the 
purchaser a minimum of forty-eight (48) hours ahead of dispatch, the name of the carrier, the 
flight number, the expected time of arrival, and the air waybill number. The supplier shall fax 
and then send by courier the following documents to the purchaser, with a copy to the 
insurance company: 


• Three originals and two copies of the supplier’s invoice, showing purchaser as [enter 
correct description of purchaser for customs purposes], the contract number, [loan 
number if applicable], goods description, quantity, unit price, and total amount. Invoices 
must be signed in original and stamped or sealed with the company stamp/seal. 


• One original and two copies of the negotiable, clean, onboard bill of lading marked 
“freight prepaid” and showing purchaser as [enter correct name of purchaser for customs 
purposes] and Notify Party as stated in the contract, with delivery through to final 
destination as per the Schedule of Requirements, and two copies of the nonnegotiable 
bill of lading, or three copies of the railway consignment note, road consignment note, 
truck or air waybill, or multimodal transport document, marked “freight prepaid” and 
showing delivery through to final destination as per the Schedule of Requirements. 


• Four copies of the packing list, identifying the contents of each package. 
• Copy of the insurance certificate, showing the purchaser as the beneficiary. 
• One original of the manufacturer’s or supplier’s warranty certificate, covering all items 


supplied. 
• One original of the supplier’s Certificate of Origin, covering all items supplied. 
• Original and six copies of the Certificate of Inspection furnished to supplier by the 


nominated inspection agency (when inspection is required). 
• Any other procurement-specific documents required for delivery/payment purposes. 


Additional clause for pharmaceuticals: 


For goods supplied from abroad 


• One original of the Certificate of Pharmaceutical Product as recommended by the World 
Health Organization for each of the items supplied. 


• Certificate of quality control test results in conformity with the World Health Organization 
Certification Scheme on the Quality of Pharmaceutical Products Moving in International 
Commerce, stating quantitative assays, chemical analysis, sterility, pyrogen content, 
uniformity, microbial limit, and other tests as appropriate to the goods. 


• Original and six copies of the Certificate of Weight issued by the port authority/licensed 
authority. 
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Additional clause for condoms: 


For goods supplied from abroad 


• Original copy of quality control tests for each consignment as stated in the Special 
Conditions of Contract, Clause xx. 


• Original and six copies of the Certificate of Inspection furnished to the supplier by the 
nominated inspection agency. 
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i. Example Invitation for Bids 


 


Example Invitation for Bids 


[insert: name of country] 


[insert: name of project] 


[insert: brief description of the goods] 


[insert: loan/credit number] 


[insert: Invitation for Bids title] 


[insert: Invitation for Bids number] 


1. This Invitation for Bids follows the general procurement notice for this project that 
appeared in Development Business, issue no. [insert number] of [insert date].  


2. The [insert name of borrower] [has received/has applied for/intends to apply for] a 
[loan/credit] from the [International Bank for Reconstruction and 
Development/International Development Association] toward the cost of [insert name of 
project], and it intends to apply part of the proceeds of this [loan/credit] to payments under 
the contract for [insert name/no. of contract]. 


3. The [insert name of implementing agency] now invites sealed bids from eligible bidders for 
[insert brief description of goods or works to be procured]. 


4. Bidding will be conducted through the international competitive bidding procedures 
specified in the World Bank’s Guidelines—Procurement Under IBRD [International Bank 
for Reconstruction and Development] Loans and IDA [Foundation] Credits,12 and is open 
to all bidders from eligible source countries as defined in the Guidelines. 


5. Interested eligible bidders may obtain further information from [insert name of agency] and 
inspect the bidding documents at the address given below [state address at end of 
document] from [insert office hours]. 


6. A complete set of bidding documents in [insert name of language] may be purchased by 
interested bidders upon the submission of a written application to the address below [state 
address at the end of document] and upon payment of a nonrefundable fee of [insert 
amount in local currency] or of [insert amount in specified convertible currency]. The 
method of payment will be [insert method of payment]. The document will be sent by 
[insert delivery procedure]. 


7. Bids must be delivered to the address below [state address at the end of document] at or 
before [insert time and date]. If required, all bids must be accompanied by a bid security of 
[insert amount in local currency or minimum percentage of bid price] or an equivalent 
amount in a freely convertible currency. Late bids will be rejected. Bids will be opened in 


                                                      
12 Available at: http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf. 



http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf
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the presence of the bidders’ representatives who choose to attend at the address below 
[state address at end of document] at [insert time and date]. 


[insert: name of office] 


[insert: name of officer] 


[insert: postal address] and/or 


[insert: street address] 


[insert: telephone number, indicate country and city code] 


[insert: facsimile or cable number or email address] 
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j. Example Request for Quotation 


 


Example Request for Quotation 


[Letterhead of procuring entity] 


 


To:         Date: 


From: 


REQUEST FOR QUOTATION [reference number] 


The Reproductive Health Program of [agency, ministry, country] requests your quotation or 
proposal of price and availability for any or all of the items and quantities shown in Annex 
One. Specifications for the items known to match your product line appear in Annex Two. 
The [procuring entity] will provide its procurement specification for any of the remaining items 
upon your request. 


Contracts are expected to be signed during [date or quarter of year], with initial deliveries 
commencing immediately thereafter. Payment terms are negotiable or by irrevocable letter of 
credit; fully convertible currency is available for this purchase. An outline of applicable Terms 
and Conditions appears in Annex Three. 


Instructions for Response: 


Please indicate prices for all items you wish to offer by completing the table in Annex One. 
Your response should also include the following: 


1. Payment terms offered, including currency of payment. For the purpose of price 
 comparison, all offers will be converted to US dollars at the rate effective on the day 
 indicated as the last day for receipt of quotations. 
2. Availability: 
 a. Items and quantities available for shipment to [country] by delivery date(s) indicated in 


the Schedule of Requirements (Annex One). 
 b. Estimated dates for availability of remaining balance. 
3. Information on manufacturer’s standard packaging configuration: 
 a. Number of units per package and per shipping box. 
 b. Technical description of shipping box for each product, including gross weight and 


dimensions. 
4. Copy of package inserts (as applicable) normally shipped with product and copy of 


customary product labeling. 
5. Information on product approvals: 
 a. Please indicate if the product has been prequalified by the World Health Organization 


or approved for use by any other international agencies, or licensed by the national 
control authority of other countries. Submit list. 


6. Copy of product registration or licensing in country of manufacture (as applicable). 
7. Copy of recent Certificate of Analysis pertaining to each product offered (as applicable). 
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8. Business information and customary financial data. 
a. Name and address of production facility. 
b. Type of organization. 
c. Affiliations, parent company, or subsidiary relationships. 
d. Number of years in business. 
e. Countries to which products are presently exported. 
f. Approximate annual sales in US dollars. 


9. Sample of each product offered. 


Offers shall be made in English and will be translated into [language] upon receipt in 
[country]. Alternately, prospective suppliers may provide translations with their offers. 


Offers shall be valid for ninety (90) days from date of initial response.


Annex One [name of procuring entity] 


Request for Quotation Number ________________ 


 


SCHEDULE OF REQUIREMENTS 
Product 
Strength 


A 
xx 


B 
xx 


C 
xx 


D 
xx 


Quantity in Doses     
Date for Delivery     
No. of Shipments     
Shelf Life*     
*remaining on delivery date 
 


PRICE OFFER 
Product A B C D 
     
     
     
Please enter prices in US dollars in appropriate boxes. 
 
Period of Validity: 
___________________________________________________________ 
 


Signature: ________________________________________ 
 
Date: ____________________________________________ 
 


For: _____________________________________________ 
                                   [name of company] 
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Annex Two                [name of procuring entity] 


 


Sample Technical Specifications: Injectable Contraceptives (with visual inspection 
guidelines) 


Notes (for submission of sample) 


The sample injectable contraceptives submitted by the Bidder in response to this Invitation 
for Bids must be exactly the same13 as would be supplied if a contract were awarded to the 
Bidder. The vial or ampoule containing the product need not have a printed logo; however, 
other information as stipulated under Clause 1.11 of this specification must be furnished. For 
sample submission only, this information (logo optional) may be printed on a sticker and 
affixed to the vials or ampoules containing the product. 


1. Requirements 


Injectable contraceptives in accordance with the following specifications: 


• Long-acting progestin in sterile aqueous suspension for intramuscular injection once 
every three (3) months. 


• Each 1-ml vial or ampoule should contain a minimum of 1.1 ml of sterile aqueous 
suspension containing 150 mg/ml medroxyprogesterone acetate. 


1.1 Product and Brand Names 


Product name:  ______________________________________________________ 


Brand names:  ______________________________________________________ 


1.2 Raw Materials 


Injectable contraceptives offered under this purchase description shall be produced from 
validated raw materials obtained from a licensed manufacturer or its authorized distributor. 


1.3 Primary Packaging Requirements 


Injectable contraceptives offered under this purchase description shall be packaged in vials 
or ampoules that meet quality standards as specified in ISO 8362-1. Closures for injection 
vials shall meet quality standards as specified in ISO 8362-2. 


1.4 Registration Requirements 


Injectable contraceptives offered under this purchase description shall be currently 
registered in the country of destination and approved by _____________________ (local 
regulatory authority). 


1.5 Certificate of Licensing Status 


Injectable contraceptives offered under this purchase description shall be licensed for 
marketing by the drug regulatory authority of the country of origin. Prior to award of the 


                                                      
13 For example, vial or ampoule must be same glass type, closure type, color, size, text, and identification markings; 
contents must have same ingredients, color, and weight; same inner box size, material, text, and identification markings. 
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Contract, the successful offerer(s) may be required to submit a “statement of licensing status 
of pharmaceutical product(s)” as provided under the World Health Organization (WHO) 
Certification Scheme on the Quality of Pharmaceutical Products Moving in International 
Commerce. 


1.6 No Objection Certificate 


In the case of goods of foreign origin, injectable contraceptives offered under this purchase 
description shall have been awarded a No Objection Certificate by 
_______________________ (local regulatory authority) on behalf of any local 
manufacturer(s) of the importing country. 


1.7 Compliance with Current Good Manufacturing Practices 


The Supplier must be able to provide certification that the injectable contraceptives are 
manufactured according to WHO current good manufacturing practices (cGMP). Such 
certification can be found in the WHO Certification Scheme “Certificate of Pharmaceutical 
Product.” Supplier also must be able to provide copies of its annual cGMP audit reports. 


1.8 WHO Certification—Movement in International Commerce 


The Supplier must be able to provide documentation indicating that the manufacturer of the 
product has received confirmation from the Ministry of Health of the country of manufacture 
that the pharmaceutical meets the requirements in the WHO Certification Scheme. 


1.9 Appearance 


Injectable contraceptives shall appear as an aqueous white suspension contained in 1-ml or 
10-ml glass vials or 1-ml glass ampoules. 


1.10 Filling Volume 


Each 1-ml glass vial or ampoule shall contain a minimum of 1.1 ml of sterile aqueous 
suspension. 


Each 10-ml glass vial shall contain a minimum of 10.5 ml of sterile aqueous suspension. 


1.11 Identification Markings on Individual Vials or Ampoules 


Each individual vial or ampoule shall have the following information: 


• Product/brand name. 
• Lot/batch number. 
• Expiration date (month and year). 
• Date of manufacture. 
• Manufacturer’s name and address. 
• Presentation (e.g., sterile aqueous suspension). 
• Formulation (amounts of active ingredients per vial or ampoule). 
• Drug registration number (if applicable). 
• Family planning logo (if applicable). 
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If space allows, the following information shall also appear on each individual vial or 
ampoule: 


• Recommended storage conditions. 
• Made in ____________________. 


1.12 Workmanship 


Products and packaging shall be free of defects that impair their serviceability, affect their 
durability, or detract from their appearance. 


1.13 Lots Per Order 


The Supplier shall fill the order using the fewest number of manufacturing lots possible. 


1.14 Shelf Life 


The shelf life of the product provided under this solicitation shall be at least three (3) years 
from the date of manufacture when stored under tropical conditions such as those prevailing 
in ______________________ (recipient country name). The Supplier shall be able to 
provide to the satisfaction of the registration/national quality control authorities the 
manufacturer’s stability test data substantiating this three (3)-year shelf life at ambient 
temperatures at or greater than 32 degrees Celsius and at a relative humidity of 85% in the 
proposed vial or ampoule. 


At the time of inspection or acceptance for delivery to the country of destination, no more 
than nine (9) months shall have expired since the date of manufacture shown on the batch 
release or Certificate of Analysis. 


1.15 Test Data 


Chemical, physical, and microbiological test data for raw materials, components in-process, 
and finished product testing must be on record for each lot shipped and must be available to 
Purchaser’s representatives when requested. 


2. Quality Assurance Provisions 


2.1 Compliance 
The Supplier shall guarantee that the products as packed for shipment comply with all 
provisions of the specifications and related documents. 


2.2 Documentation 


2.2.1 The Supplier shall provide evidence14 of the satisfaction of the technical 
specification requirements for which specific inspection or protocols have not been 
provided. Such evidence is contained in the “Manufacturer’s Batch Certificate of a 
Pharmaceutical Product” under the WHO Certification Scheme. 


2.2.2 The Supplier shall provide a copy of the manufacturing record and procedures 
to the Purchaser for each lot intended for shipment. 


 
14 Including quality control and manufacturing records, in-process control records, and final product Certificate of 
Analysis. 
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2.2.3 The Supplier shall provide a copy of the Certificate of Analysis to the Purchaser 
for each lot intended for shipment. 


2.2.4 The Supplier shall provide to the Purchaser a copy of the approval of each 
component for each lot intended for shipment. 


2.3 Inspection by the Purchaser 
The Purchaser reserves the right to perform or cause to be performed any of the inspections 
and tests set forth in the Technical Specifications and Special Conditions of Contract to 
ensure that the goods conform to prescribed requirements. The Purchaser reserves the 
right, and/or may assign the right to a representative, to enter and inspect the production 
facility prior to shipment of the goods and to draw samples from the Supplier’s factory and/or 
warehouse. Except as otherwise specified in the Contract or purchase order, prior to 
shipment, the Purchaser will sample, or cause to be sampled, the product as packed in inner 
boxes preparatory to packing in exterior shipping cartons. The sampling shall be according 
to recognized standards. 


The Purchaser may have some or all of the tests specified in the Contract performed by a 
laboratory suitably equipped and qualified to conduct quality assurance tests on 
pharmaceutical products according to ______________ Pharmacopoeia. 


2.4 Sampling Procedures 
The Purchaser or the Purchaser’s representative shall select the required samples from the 
lot according to Section ____ of the Special Conditions of Contract. If the order is to be filled 
using more than one production lot, each production lot shall be separately sampled and 
tested. 


Where an inspection lot is smaller than 10,001 units, it will be deemed to be 10,001 for 
determination of sample sizes. 


The normal, tightened, and reduced inspection provisions of ISO 2859 (Inspection by 
Attributes) may be used for visual inspection. Sampling for analytical testing shall be done in 
accordance with pharmacopoeial requirements. 


All sampled boxes and shipping cartons shall be so marked and shall include the date and 
initials of the sampler. 


2.5 Sample Retention 
The Supplier shall retain a sample of ten (10) vials or ampoules, or the equivalent required to 
perform three (3) complete chemical assays, from each lot shipped, for a period of one (1) 
year after the printed expiration date. 


3. Packing 


3.1 Inner Boxes 


3.1.1 One hundred (100) individual glass vials or ampoules will be contained in 
sturdy white cardboard boxes outfitted with individual segments for protecting and 
separating each vial or ampoule. 
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Inner boxes shall be made of sturdy white cardboard of a size sufficient to contain the 
specified number of vials or ampoules. The overall dimensions should be such that 
the product does not get damaged during transportation and storage. 


3.1.2 For inner boxes, the Supplier shall fill in the blanks provided below: 


Each inner box will contain one hundred (100) units. The overall dimension of a box 
will be _____ cm x _____ cm x _____ cm. 


3.2 Exterior Shipping Cartons 


3.2.1 Product and printed materials, packaged and packed as specified above, shall 
be contained in triple-wall corrugated fiberboard cartons made from weather-resistant 
fiberboard with a bursting test strength of not less than 1,900 kPa. The carton flaps 
shall be secured with water-resistant adhesive applied to not less than 75% of the 
area of contact between the flaps or with 75 mm-wide water-resistant tape applied to 
the full length of the center seams and extending over the ends not less than 75 mm. 
Plastic strapping shall be placed around the carton, with a minimum of two crossing 
bands. Cartons exceeding 760 mm (30 inches) in length shall have additional bands 
placed around the carton. 


3.2.2 Additional cushioning shall be provided as needed to protect the vials or 
ampoules from breakage during transit and handling. 


3.2.3 The Supplier shall fill in the following blanks: 


The exterior shipping carton will contain _____ inner boxes. The overall dimensions 
of a carton will be _____ cm x _____ cm x _____ cm, and the gross weight of one 
shipping carton will be _____ kg. 


A standard 6.096 meter (20-foot) container will accommodate _____ exterior 
shipping cartons. 


3.3 Markings 
3.3.1 Inner Boxes 


The inner boxes shall be marked with the following information in a clearly legible 
manner which is acceptable to the Purchaser15: 


• Product/brand name. 
• Lot/batch number. 
• Expiration date (month and year). 
• Date of manufacture. 
• Manufacturer’s name and address. 
• Contents and quantity. 
• Drug registration number (if applicable). 
• Instructions for storage and handing. 
• Formulation and presentation. 


 
15 The smallest type shall be no less than 1 mm high, unless otherwise specified by the commercial laws of the country of 
importation. 
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3.3.2 Exterior Shipping Cartons 


The following information shall be stenciled or labeled on the exterior shipping 
cartons on two opposing sides in bold letters at least _____ mm high with waterproof 
ink in a clearly legible manner that is acceptable to the Purchaser.16 


Regulatory information (on two opposing sides of carton) 


• Product/brand name. 
• Lot/batch number. 
• Expiration date (month and year). 
• Date of manufacture. 
• Manufacturer’s name and address. 
• Contents and quantity. 
• Drug registration numbers (if applicable). 
• Instructions and symbols for storage and handling, such as KEEP DRY or DO 


NOT FREEZE. 


Customs and shipping information (on two opposing sides of carton) 


• Made in __________________. 
• Supplier’s name and address (if different from manufacturer). 
• Consignee’s address in full. 
• Gross weight of each carton (in kg). 
• Port of entry. 
• Contract number. 
• Quantity of goods. 
• Carton _____ of _____. 


3.4 Printed Materials—Product Information Sheets 


Twenty (20) patient information sheets and one (1) prescribing information sheet, printed in 
English and in ________________, shall be included in each intermediate container. 


 


Inspection Sampling and Testing—Injectable Contraceptives 


Prior to shipment, the Purchaser or its appointed representative has the right to sample and 
inspect each consignment of injectable contraceptives at the factory or Supplier’s warehouse 
in accordance with ISO 2859 Inspection by Attributes (or WHO specifications) and Technical 
Specification ________________ of this Contract. 


1.1 Packaging, Packing, and Markings 


a. One hundred percent (100%) of the exterior shipping cartons will be examined for: 


• General physical characteristics and condition. 
• Markings per Technical Specification _____. 


b. A representative sample of the inner boxes and individual vials or ampoules will be drawn 
from the exterior shipping cartons at General Inspection Level II, or, at the discretion of the 
Purchaser, General Inspection Level III, Single Sampling Plan for Normal Inspection.  


                                                      
16 The smallest type shall be no less than 10 mm high, unless otherwise specified by the commercial laws of the country 
of importation. 
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The sample will be examined for: 


• General physical characteristics per Technical Specification _____, Section _____. 
• Markings per Technical Specification _____, Section _____. 


c. Inspection criteria and classification of defects shall follow the inspection guidelines 
outlined in Section 1.4 below. For critical defects, the acceptable quality limit (AQL) shall be 
0%; for major defects, the AQL shall be 1%; for minor defects, the AQL shall be 4%. 


1.2 Injectable 


At the discretion of the Purchaser, part of the selected sample may be sent to a qualified 
independent laboratory for physical, chemical, or microbiological testing as follows. 


Pharmacopoeial tests: 


• Active ingredient(s) identification and assay. 
• Appearance (color, turbidity, visible particles). 
• Filling volume. 
• pH. 
• Preservative identification. 
• Pyrogens. 
• Sterility. 


Nonpharmacopoeial tests: 


• Package seal integrity test. 
• Particle size (for suspensions only). 


A Certificate of Analysis for production lot(s) represented by test samples shall be made 
available to the inspector and/or Purchaser upon request. The certificate shall state all tests 
performed, their specifications, and actual test results obtained. All pharmacopoeial tests 
results shall meet applicable pharmacopoeial limits. 


1.3 Resolution of Defects 


a. Packaging, Packing, and Markings 


Defects in exterior shipping carton markings must be corrected by the Supplier prior to 
shipment. 


All goods from corresponding production lots with inspection lot defect in excess of the AQLs 
listed in Section 1.4 of this specification must be corrected and reinspected at Supplier’s 
expense or rejected. 


b. Injectable  


Any deviation from manufacturer’s Certificate of Analysis, product specifications, or relevant 
pharmacopoeial limits shall result in rejection of goods from the entire production lot. 


1.4 Visual Inspection Review Guidelines for Injectable Contraceptives 


Injectable contraceptives are available in several formulations, including oil-based and 
aqueous suspension and dosage forms. Contraceptive protection per dose ranges from 1 
month to 3 months depending on the product. Injectables are available in prefilled syringes, 
but are most commonly provided in single- or multidose vials or ampoules with disposable 
syringes. Shelf life for injectable contraceptives ranges from 2 to 5 years depending on the 
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formulation. Recommended storage temperature generally is 15 to 30 degrees Celsius. 
Storage temperature is critical to product stability; oil-based solutions become rancid at 
elevated temperatures. Manufacturers’ recommended storage conditions should be followed.  


The labeling criteria listed below are comprehensive and useful not just in identifying the 
product, but in managing it successfully within the logistics system. However, not all 
contraceptives are procured with such extensive labeling specifications. If any of the labeling 
criteria listed below are not applicable, mark the appropriate box in the “n/a” (not applicable) 
column. Product procurement specifications should be consulted prior to finalizing the 
inspection criteria. 


Product labeling criteria—injectable contraceptives 


Date:  Receipt Report Number:  
Product:  Lot Number:  
Brand Name:  Manufacturer:  
Expiration Date:  Date of Manufacture:  
Inspection of Lot Size:  Sample Size:  
Warehouse Location:  Second Sample Size:  
    
    
    


 
Visual Inspection Criteria Meets Criteria 


Yes         No         n/a 
Defect 


Classification 
Shipping Cartons 
Examine 100 percent (100%) of the shipping cartons against the shipping documents 
Carton Labeling: 
   Product/brand name                           Major 
   Lot/batch number                           Major 
   Expiration date                           Major 
   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Carton Condition/Content: 
   Carton in good condition, undamaged                           Major 
   All inner boxes present, none missing                           Major 
   Proper flap/closure                           Minor 
Inner Boxes 
Inner Box Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Inner Box Condition/Content: 
   Inner box in good condition (undamaged, unopened)                           Major 
   All unit packages present, none missing                           Major 
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Visual Inspection Criteria Meets Criteria 
Yes         No         n/a 


Defect 
Classification 


   Inner box contains no foreign matter                           Minor 
Unit Packages 
Unit Package Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
   Manufacturer’s name and address                           Critical 
   Date of manufacture                           Critical 
   Product use instructions                           Critical 
   Dosage                           Critical 
   Contents and quantity of doses                           Major 
   Drug registration number                           Major 
   Storage instructions                           Minor 
Unit Package Condition/Content: 
   Glass vial or ampoule in good condition (undamaged,
   unopened)                           Critical 


   Vial or ampoule free of foreign matter                           Critical 
   Vial or ampoule free of leakage                           Critical 
   Vial or ampoule free of solid material or caking                           Critical 
   Correct color                           Critical 
   Sufficient number of syringes for contraceptive doses                           Critical 
   Good vial seal, no breaks                           Critical 


 


 
Definitions: Acceptable Quality Limits 


Critical defect A defect which, according to experience and professional criteria, 
makes the product dangerous or not viable for its intended use. 


Major defect 
A defect which is unlikely to reduce usability and may make 
product use more difficult, but does not have the safety and 
efficacy risk associated with a critical defect. 


Minor defect A defect that is unlikely to affect usability of the product, but 
represents a departure from the specifications. 


When these guidelines are used to ensure compliance with procurement specifications, the following 
acceptable quality limits (AQLs) shall apply: for critical defects, AQL 0%; for major defects, AQL 1%; 
for minor defects, AQL 4%. 


 


Annex Three       [name of procuring entity] 


Request for Quotation Number ______________ 


 


TERMS AND CONDITIONS 


Shipping Terms: CIP [name of city, country, and port of entry] 


Transport Mode: Ocean 


Trans-shipment: Not allowed 


Partial Shipments: By agreement 


Final Destination: [name of city and country] 


Payment Terms: Negotiable, or by irrevocable letter of credit 
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Inspection and Testing: Preshipment compliance program 


[Name of procuring entity] reserves the right for a designated representative to inspect, 
sample, and test, or cause to be tested, each lot of goods proposed for shipment to [country] 
for conformance with contract requirements BEFORE said shipment leaves the 
manufacturing facility.  


Documents: (a) Quality documents for each shipment: 
 1. Lot release letter from the government regulatory authority in the  
  country of manufacture. 
 2. Evidence of product and facility registration/licensing in the country of  
  manufacture. 
 3. Certificate of Analysis for lot(s) being supplied. 


The above documents shall be provided three (3) weeks prior to scheduled shipment. 


 (b) Commercial documents for each shipment: 
 1. Commercial invoice, bill of lading, packing list, Certificate of Origin, 
  insurance certificate. 


Packing: Goods must be packed in accordance with the procurement requirements in 
Annex Two.  


Markings: The exteriors of all shipping cartons or containers must be marked in 
accordance with the procurement requirements in Annex Two. Other pertinent 
shipping label information will be provided prior to shipment. 


Notification: The Supplier will keep [procuring entity] informed of any circumstances that 
might affect the delivery schedule. 


Supplier will confirm shipping date to [procuring entity] three (3) weeks prior to 
  dispatch and provide details as early as known. 


Warranty: The Supplier shall warrant that the goods supplied to the [procuring 
country/ministry/agency] comply with all provisions of the procurement 
requirements and related documents. 


Contract Award: 


Contracts will be awarded on the basis of the most advantageous and lowest evaluated cost 
offer that conforms to this Request for Quotation. In addition to price, criteria for evaluating 
the offers will include ____________________________________________________. 


The [procuring entity] reserves the right to award separate contracts for different portions of 
the goods covered by the Request for Quotation, or to combine different items into one 
contract. 


A copy of the Purchaser’s draft contract is available upon request. 
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k. Alternate Request for Quotation (Simplified) 


Example Request for Quotation (simplified) 


To:       Date: 


From: 


[Name of procuring entity] requests your quotation for the supply of ________________. 
This [product] will be distributed as part of the _______________________ program 
sponsored by _____________________________. Below is information regarding product 
specifications, quantity requirements, and delivery schedules, along with instructions for 
submitting offers. A draft of the contractual terms and conditions under which these goods 
are expected to be supplied is enclosed for your reference. Please address any questions 
you may have in writing to _____________________. General clarifications and 
supplemental information provided to you as a result of your inquiry also will be provided to 
the other invited participants in this Request for Quotation. 


A. Requirements 
a. Specifications: 
b. Licensing: 
c. Delivery date required: 
d. Shipping terms: 
e. Payment terms: 
f. Shipment via: 
g. Documents to be provided with each shipment: 
 


B. Rules to be followed in preparing your quotation 
a. Prices must be itemized as follows: 


i. Goods 
ii. Freight 
iii. Insurance 
iv. Handling fees 
v. Export packing 
vi. Inspection 
vii. Inland transportation 
viii. Other 


b. Offers must be valid for ninety (90) days from the date of the quotation. 
c. Offers must be signed by an authorized representative of the offering firm in  
 order to be considered valid. 
d. Five (5) samples with package insert must accompany each offer. 
e. Offers must be presented to this office on or before ________; submissions via  
 fax or email are acceptable provided they are followed within ten (10) days by a 
  signed original. 


 


C. If you are not currently registered with [procuring entity/government] as a prequalified 
supplier, you must submit a completed and signed prequalification questionnaire with your 
quotation. 


a. Questionnaire is available upon request from ____________. 
b. Questionnaire is attached ______________. 


 


The [procuring entity] looks forward to receiving your offer. 
 


Sincerely, [lead purchasing officer] 
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3. Websites 
a. World Bank Sites  


Standard Bidding Document: Procurement of Health Sector Goods (revised August 
2008) 
This standard bidding document is intended for purchasers to use in soliciting bids for 
supply of pharmaceuticals, vaccines, condoms, nutritional supplements, and oral and 
injectable hormonal forms of contraception through international competitive bidding. It 
includes clauses needed to ensure product quality and safety, and addresses requirements 
for licensing by the NRA.   


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:21890171~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266~isCURL:Y,00
.html 


Technical Note  
This technical note was appended to an earlier version of the health-sector bidding 
document. It was designed to help World Bank personnel and borrowers understand some 
of the unique aspects of purchasing health-sector goods. It is still useful, and still available on 
the World Bank’s website at http://siteresources.worldbank.org/PROCUREMENT/ 
Resources/health-tn-ev2.doc. 


Standard Prequalification Document: Procurement of Health Sector Goods (Trial 
Edition, 2002) 
The standard prequalification document is used following the advertisement of a general 
procurement notice. The template outlines an invitation for prequalification for a specific 
procurement notice. It is intended primarily for use in prequalifying applicants that express 
an interest in bidding on the supply of health-sector goods. 


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:50004187~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266,00.html 



http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://siteresources.worldbank.org/PROCUREMENT/%0BResources/health-tn-ev2.doc

http://siteresources.worldbank.org/PROCUREMENT/%0BResources/health-tn-ev2.doc

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:50004187%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:50004187%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html
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b. World Health Organization Sites 


Practical Guidelines on Pharmaceutical Procurement for Countries with Small 
Procurement Agencies (WHO Regional Office for the Western Pacific, 2002) 
This moderate-size guideline melds good pharmaceutical procurement practice with 
procedures for good public-sector procurement and offers detailed guidance on 
prequalification and restricted bidding.   


http://www.wpro.who.int/NR/rdonlyres/7D1B522D-DEB1-48CB-88A7-68DEB59 
9CCE1/0/PharmaProcurementGuide.pdf  


The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/UNFPA/Joint United Nations Programme on HIV/AIDS [UNAIDS], 
2003)   
This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of QA for condoms consistent 
with high-volume purchases, the needs of different populations, harsh environmental 
conditions, and the probability of less-than-ideal storage conditions. It recommends the 
prequalification of primary manufacturers and lot-by-lot compliance testing prior to shipping 
condoms from the country of manufacture. The document also provides a list of 
manufacturers and testing laboratories for informational purposes only. Appearance on this list 
does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


Certification Scheme on the Quality of Pharmaceutical Products Moving in 
International Commerce: model Certificate of Pharmaceutical Product, model 
Batch Certificate of a Pharmaceutical Product 
A format on a certification scheme is available in Operational Guide for National Tuberculosis 
Control Programs (Annexes 2 and 3). 


http://whqlibdoc.who.int/hq/2002/WHO_CDS_TB_2002.308.pdf 


Guidelines on the Implementation of the WHO Certification Scheme on the 
Quality of Pharmaceutical Products Moving in International Commerce 
The WHO website provides guidelines on the WHO Certification Scheme. The guidelines 
cover provisions and objectives, eligibility for participation, requesting a certificate, issuing a 
certificate, and notifying and investigating a quality defect.  


http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/guideli
nes/en/ 



http://www.wpro.who.int/NR/rdonlyres/7D1B522D-DEB1-48CB-88A7-68DEB599CCE1/0/PharmaProcurementGuide.pdf

http://www.wpro.who.int/NR/rdonlyres/7D1B522D-DEB1-48CB-88A7-68DEB599CCE1/0/PharmaProcurementGuide.pdf

http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/

http://whqlibdoc.who.int/hq/2002/WHO_CDS_TB_2002.308.pdf

http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/guidelines/en/

http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/guidelines/en/
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J. Learning Evaluation 


1.  What are the headings of the key sections that should be included in bidding 
documents? 


2. Why are General Conditions of Contract included in bidding documents? 


3. Why are Special Conditions of Contract included in bidding documents? 


4. What is the relationship between the General Conditions of Contract and Special 
Conditions of Contract? 


5. What challenge does the purchaser face in preparing good public-sector bidding 
documents? 


6. What is the first step a purchaser should take in preparing draft bidding documents? 


7. In preparing the Special Conditions of Contract, what are some key areas that will 
require careful consideration and wording? 


8. What is the benefit to the purchaser of including a clause in the Special Conditions of 
Contract that allows the purchaser the right to vary quantities at the time of award? 


9. What are the purchaser’s responsibilities following a pre-bid conference? 


10.  What are the basic rules for receiving and managing bids from suppliers? 
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Learning Evaluation Answers 
1.  The key headings of the bidding documents are: 


a. General Instructions to Bidders. 


b. Special Instructions to Bidders. 


c. Eligible/Ineligible Countries. 


d. General Conditions of Contract. 


e. Special Conditions of Contract. 


f. Technical Specifications. 


g. Schedule of Requirements. 


h. Evaluation Criteria. 


i. Qualification Criteria. 


j. Bid and Contract Forms. 


 See Section D.2. 


2. The General Conditions of Contract are included in the bidding documents to provide 
the clauses that will apply to the future contract. The clauses cover ordinary contract 
issues such as delivery, payments, warranty, termination, force majeure, governing 
language, and notices. See Section D.2.d. 


3. The Special Conditions of Contract are included in the bidding documents to 
supplement and/or modify the General Conditions of Contract. They address unique 
requirements such as regulatory compliance issues and preshipment inspection and 
testing. See Section D.2.e. 


4. The Special Conditions of Contract are numbered to reference the corresponding 
section in the General Conditions of Contract. See Section D.1. 


5. The challenge faced when preparing good public-sector bidding documents is that 
changes in one part of the document often require changes in another, and the basic 
principles in the standard mandatory clauses must not be violated. See Section E. 
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6. The first step a purchaser should take when drafting bidding documents is to become 
familiar with the bidding documents and make a list of the information needed to 
complete them. See Section E.1. 


7. The key areas that require careful consideration and wording in the Special Conditions 
of Contract are certification of goods, inspections and tests, packing and markings, 
payment conditions and method of payment, delivery, and warranty. See Section E.3.p. 


8. The benefit to the purchaser to include a clause allowing the right to vary quantities at 
the time of award provides an option (other than canceling the bidding) if prices offered 
exceed the available budget. On the other hand, if prices are lower than expected, the 
purchase of additional product might be attractive. See Section E.3.l. 


9. The purchaser’s responsibilities following a pre-bid conference are to provide a copy of 
the minutes and any deferred answer in sufficient time, before the submission deadline. 
See Section F.3.e. 


10. The basic rules for receiving and managing bids from suppliers are: 


• Bids must be held unopened until the stated day and time of bid opening. 


• Bid envelopes should be stamped with the date and time they are received. 


• Except for questions and answers in writing to/from the procuring entity, no 
one associated with the procurement is permitted to communicate with 
bidders regarding the bid from the time the advertisement appears until after an 
award has been made. See Section F.5. 


 







6 Developing Bidding Documents and Inviting Offers      
 


Procurement Capacity Toolkit 6-76 


K. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Percentage of the following components of standard public-sector bidding 
documents that appear in the bids reviewed for the RH commodities selected: 


- general instructions to bidders - special instructions to bidders 


- eligible/ineligible countries - general conditions of contract 


- technical specifications - schedule of requirements 


- evaluation criteria - qualification criteria 


- bid and contract forms - instructions regarding shipping 


2. Percentage of competitively bid contracts that are publicly advertised. 


3. All bids received prior to the deadline are stored in a secure location. 


4. Public bid openings are conducted.  


5. The procurement unit has a system to maintain accurate records of all 
communications with bidders both before and after bid submission. 
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L. Glossary and Acronyms 


Agent A supply term for an independent contractor 
authorized by a manufacturer to promote and 
sell the manufacturer’s products within a 
designated geographic area. Often, an agent will 
contract to represent several manufacturers of 
noncompeting products. 


AIDS Acquired Immunodeficiency Syndrome. 


AQL Acceptable quality limit: The lowest allowable 
limit of quality in a lot. 


Batch Certificate of 
a Pharmaceutical 
Product 


A document issued for each batch by the 
manufacturer certifying the quality and expiry 
date of a specific batch of a product that has 
already been licensed in the importing country. 


Beneficiary A legal term used in banking to describe the 
party entitled to collect funds guaranteed by a 
commercial letter of credit upon presentation of 
stipulated documents (usually shipping and quality 
assurance documents). Also known as the seller. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bid Data Sheet Term for the World Bank bidding document that 
modifies the Instructions to Bidders document by 
providing information specific to the bid. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 
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Bid security A financial instrument used to guarantee 
compensation to the prospective buyer for 
inconvenience and expense if a winning bidder 
rescinds its offer after the bid is closed and an 
award has been made to the bidder. Each bidder 
provides an amount stated in the bidding 
documents with its bid submission. 


Bill of lading A shipping document issued by a carrier (usually 
an ocean shipping line) to a shipper that provides 
a written receipt for the goods, describes the 
conditions by which transport is made, and 
includes a written commitment to deliver goods 
at a stated destination to the lawful holder of the 
bill of lading. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


Certificate of 
Analysis 


A document certifying quality and composition of 
goods. 


Certificate of 
Pharmaceutical 
Product 


A certificate establishing the status of the 
pharmaceutical product and of the applicant for 
the certificate in the exporting country. It is for a 
single product only, since manufacturing 
arrangements and approved information for 
different dosage forms and strengths can vary. 


cGMP(s) Current good manufacturing practice(s): 
Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 


CIP Carriage (freight) and insurance paid to: Costs 
paid to the named destination by the seller. Title 
and risk pass to buyer when delivered to carrier. 


Commercial invoice Document required by customs to determine the 
true value of imported goods for assessment of 
duties and taxes. 



http://www.businessdictionary.com/definition/document.html

http://www.businessdictionary.com/definition/required.html

http://www.businessdictionary.com/definition/customs.html

http://www.businessdictionary.com/definition/true-value.html

http://www.businessdictionary.com/definition/goods.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/duty.html

http://www.investorwords.com/5972/taxes.html
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Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing A methodology of prescribed inspection and 
testing procedures applied to a product to 
ensure the product meets its defined 
specifications and/or performance requirements. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Debarred Denied opportunity to compete for contracts of 
a purchasing authority. 


Documentary 
evidence 


Being, consisting of, or contained exclusively in 
documents. 


Domestic 
preference 


A term used in World Bank procurement 
documents to describe a competitive advantage, 
expressed in a percentage, that is sometimes 
given to local manufacturers of goods competing 
for contracts against international sources. 


Drug regulatory 
authority 


Same as national regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process.  
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Eligibility (criteria) Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


e-Procurement The automation of any part of the procurement 
process with electronic tools, ranging from a 
system that is fully integrated with purchasers’ 
systems (e.g., linked with the warehouse 
management system), to partial automation of an 
organization’s processes, to simply using a 
supplier’s online tools. 


Evaluated cost An offered price adjusted for corrections, 
discounts, domestic preference, and usage 
factors. 


Evaluation criteria Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Fast-track licensing Regulatory licensing based on confidence in the 
quality of a product as evidenced by similar 
licensing in countries with stringent, highly 
respected regulatory authorities. 


Force majeure Unforeseen circumstances (e.g., natural disasters, 
other “Acts of God,” or war) which excuse a 
party from fulfillment of a contract. 


Formulation The amounts of active ingredients per tablet. 


Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


General Conditions 
of Contract  


Mandatory contract wording for issues such as 
payments, obligations, risks, rights, and 
performance. 


HIV Human Immunodeficiency Virus. 
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INCOTERMS Rules for interpretation of the most commonly 
used terms in foreign trade to describe how 
goods will be shipped, who is responsible for 
them at each stage of the process, and who pays 
which costs. Published by the International 
Chamber of Commerce. 


Injectable Injectable contraceptive. 


International 
nonproprietary 
name 


A name that facilitates the identification of a 
pharmaceutical substance or active 
pharmaceutical ingredient. Each international 
nonproprietary name is a unique name that is 
globally recognized and is public property (also 
known as a generic name). 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished. 


ISO International Organization for Standardization: A 
nongovernmental organization that develops and 
publishes international standards. It is a network 
of the national standards institutes of 162 
countries. 


ITB Instructions to Bidders. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Lot (Batch) number A series of numbers or letters, or both, 
established to record production and control of 
a product. Unless otherwise specified, the lot 
number is the series of numbers or letters that 
identifies a single, uniform, and homogeneous 
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quantity produced from one compounding 
formulation, in one manufacturing and 
production operation, and that has received 
entirely the same processing treatment. Lot size 
varies by product, product type, dosage form, 
and manufacturing process. 


Lot-by-lot Applicable to each manufacturing lot (batch). 


Major (Material) 
Deviation 


Used in evaluating bids to describe a significant 
and unacceptable difference from the 
requirements stated in the bidding documents. 
More precisely, a material deviation is one that 
affects, in any way, the price, quantity, quality, or 
delivery of the goods as required in the bidding 
documents, or limits in any way the 
responsibilities, duties, or liabilities of the bidder 
or any rights of the purchaser. See Module 7 for 
more information. 


Manufacturer’s 
(Bidder’s) 
representative 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


N/A (n/a) Not applicable. 


Negotiated 
procurement 


A competitive procurement method in which 
proposals are requested from suppliers and the 
purchaser can discuss the supplier proposals to 
determine the best value. 


No Objection 
Certificate 


Issued by a manufacturer or a government when 
goods to be imported into a country are already 
manufactured in that country. States that there is 
no objection to the goods being imported. 
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NRA National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended 
for use in the country are safe, potent, and 
effective. 


Null and void Cancellation or lapse of an agreement (contract) 
with no legal effect. 


Offer Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Performance 
security 


A procurement term describing the financial 
instrument used to guarantee compensation to 
the buyer for inconvenience and expense if the 
seller does not perform (i.e., does not produce 
and ship the contracted goods or provide the 
contracted services within the stated period). 
The seller puts up its own funds, often through a 
bank or insurance company, to be held in reserve 
until the contract terms have been met. 


Pharmaceutical 
Inspection 
Convention 


One of two international instruments 
(Pharmaceutical Inspection Co-operation Scheme 
is the other) between countries and 
pharmaceutical inspection authorities dedicated 
to standardizing and ensuring current good 
manufacturing practices and inspections. 
Currently, it has 31 member countries, with the 
European Medicines Agency, the United Nations 
Population Fund, and the World Health 
Organization as partners/observers. 


Pharmaceutical 
Inspection Co-
operation Scheme 


One of two international instruments 
(Pharmaceutical Inspection Convention is the 
other) between countries and pharmaceutical 
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inspection authorities dedicated to standardizing 
and ensuring current good manufacturing 
practices and inspections. Currently, it has 31 
member countries, with the European Medicines 
Agency, the United Nations Population Fund, and 
the World Health Organization as 
partners/observers. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Prequalification  
(of manufacturer/ 
supplier/bidder) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Prequalification (of 
product) 


A process of predetermining that a specific 
product (usually a pharmaceutical, device, or 
vaccine) of a specific manufacturer meets stated 
requirements. 


Preshipment 
compliance 


Process by which the purchaser confirms the 
acceptability for shipment of the supplier’s 
commodity prior to shipment. There are three 
basic levels of preshipment compliance a 
purchaser can institute, ranging from document 
review to visual inspection up to full laboratory 
or physical testing of the commodity. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Procurement 
requirements 


A complete description of the product to be 
purchased, including technical attributes 
(especially manufacturing and quality assurance 
norms), program specifications (including 
packaging and packing), shipping terms, payment 
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terms, port of delivery, delivery date, quantity, 
documentation, and any other relevant detail of 
the expected purchase. 


Procurement 
requisition  


A document describing what is to be purchased 
and giving authority to do so. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 


Product neutral Specifications that use generic terms, relative 
characteristics, and performance requirements 
rather than brand names and superficial 
descriptions. 


Purchase order A commercial document issued by a buyer 
(purchaser) to a seller indicating the type, 
quantities, and agreed prices for products or 
services the seller will provide to the buyer. 
Purchase orders usually specify additional 
conditions such as terms of payment, 
INCOTERMS for liability and freight 
responsibility, any inspection or testing 
procedures that may be required, and required 
delivery date. 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Qualification criteria An attribute that must be met or complied with 
that makes a competing firm fit to perform a 
specific contract. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
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matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Schedule of 
Requirements 


Part of bidding documents that describes the 
quantity of goods and expected delivery time. 


Sealed bids A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


Shipping term Generally an INCOTERM. 


Special Conditions 
of Contract 


Modifies or adds to General Conditions of 
Contract to suit specific goods and situations. 


Specification A definitive description of the commodity to be 
procured. 


Substantially 
responsive 


A bid that contains no material deviations from 
or reservations to the terms, conditions, and 
specifications in the bidding documents. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


Turnover The amount of business transacted during a given 
period of time; for example, annual sales value. 


UNAIDS Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic.  
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UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Value added tax A tax levied by governments on values added 
resulting from an exchange of property; for 
example, from wholesale value to retail value. 
Generally paid by the seller (but passed along to 
the customer via sale price). 


Visual inspection A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


Warranty A written guarantee given to the purchaser of 
health-sector goods by the manufacturer or 
dealer, usually specifying that the manufacturer 
will replace poor-quality goods free of charge for 
a stated period of time. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


1. Purpose 
The Trainer’s Guidelines are intended to serve as a basic illustration of how training 
materials can be adapted from the various tools in the Procurement Capacity Toolkit. They 
also include information on the training implemented in the two countries where the 
Toolkit was field-tested, the role procurement system assessments and performance 
indicators play in developing training, and guidance on developing and implementing a 
workshop.  


In broad terms, the Trainer’s Guidelines: 


• Are a resource for those preparing training based on the Procurement Capacity 
Toolkit. 


• Provide examples of how to adapt training tools from the Procurement Capacity 
Toolkit for a specific country setting. 


2. Background  
After the development of the Procurement Capacity Toolkit, the document was field-tested in 
two countries: Zambia and Malawi. Over the course of a year, each country team, 
comprising two technical assistance providers from PATH, conducted a procurement 
system assessment followed by three in-country visits, each consisting of various workshops 


and training sessions. The Trainer’s Guidelines were built on the trainers’ experiences using 
resources from the Procurement Capacity Toolkit to conduct procurement assessments, 
evaluate performance indicators, and develop workshop and training materials.  


After each team conducted a procurement assessment, findings and recommendations were 
discussed with appropriate senior government procurement and program officials, and a 
course of action for strengthening procurement capacity was agreed upon. PATH developed 
training materials specific to country and program needs, drawing on information in the 
Procurement Capacity Toolkit. 


Workshops averaged 4 to 5 days in length, with sessions consisting of presentations as well 
as interactive group exercises and case studies. Throughout the course of the project, 
PATH technical assistance providers also offered ongoing support via email and conference 
calls to help address any specific issues or needs and advance work on process changes and 
new tools developed in the workshops. 
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3. Target Audiences 
The Trainer’s Guidelines are intended to be a resource to help personnel responsible for 
procurement capacity training to develop appropriate training materials. The primary target 
audiences for such training are individuals with a background in procurement and individuals 
with a background in public health and program planning.  


a. Individuals With a Background in Procurement  


These staff often work with funding from a range of donors and must comply with many 
different donor and national requirements. They work in an environment where staff may 
have basic procurement training but little or no specialized training in reproductive health 
(RH) supply, and little knowledge of existing resources that could help them ensure the 
quality and timeliness of essential RH supplies. 


b. Individuals With a Background in Public Health/Program Planning 


These individuals are acutely aware of quality and timeliness issues, budget constraints, and 
supply problems at the user level, but may have minimal knowledge about the rules and 
technical procedures of good public-sector procurement or where to find the resources 
that could help guide them through the procurement process.  


4. Reproductive Health Product Supply Process 
a. Three Phases, Ten Elements 


The Procurement Capacity Toolkit lays out in a modular format the sequential steps of the RH 
supply process. The RH supply process consists of three phases: program planning, 
procurement process, and contract performance, with critical links between each phase. 
Each phase is divided into elements, for a total of ten elements that begin with defining RH 
supply requirements and end with the delivery of goods. The elements of the Procurement 
Capacity Toolkit provide an excellent structure for the development of training sessions in a 
workshop. Each training session developed for Zambia and Malawi generally focused on one 
of the ten elements. The chart below outlines the three phases and ten elements of the 
Procurement Capacity Toolkit. More information on each phase and element can be found in 
the Toolkit itself. 
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Three Phases Ten Elements 
Defining Reproductive Health Supply Requirements 
Specifications 
Assessment of Procurement Options 


I. Program Planning 


Budget, Funding, and Procurement Requisition 
Critical Link: Funded Procurement Requisition 


Procurement Planning 
Developing Bidding Documents and Inviting Offers 
Selecting Suppliers 


II. Procurement Process 


Contracts 
Critical Link: Signed Contract and Payment Guarantee 


Contract Performance and Monitoring 
III. Performance 


Delivery of Goods 
Critical Conclusion: Delivery and Acceptance of High-Quality Products 
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B. Procurement System Assessment 


1. Procurement System Assessment 
Whether the training facilitator is from the Ministry of Health or a nongovernmental 
organization, or is a third party providing capacity development assistance, it is prudent to 
begin the overall capacity-building work with a procurement system assessment. An 
assessment will provide information on the current procurement performance, help to 
identify the challenges and gaps, and identify where capacity development is most needed. A 
Procurement Assessment Guide included in the Procurement Capacity Toolkit contains 
information valuable to conducting a procurement system assessment, summarizing 
assessment findings and actions, and developing and utilizing performance indicators. 


2. Performance Indicators 
The Procurement Assessment Guide also addresses the topic of collecting and monitoring 
performance indicators. Performance indicators highlight key areas impacting overall 
performance within the procurement process and can be used to measure the success of 
capacity-building efforts. Performance indicators specific to each module can be found at the 
end of each of the ten modules of the Procurement Capacity Toolkit. Additionally, a combined 
list of all suggested performance indicators can be found in Annex 2 of the Procurement 
Assessment Guide. 


The PATH technical assistance providers worked together prior to performing the in-


country procurement assessments and selected a list of performance indicators to evaluate 
during the initial assessment visits. One or two indicators were selected from each of the 
Procurement Capacity Toolkit modules, and where appropriate, additional performance 
indicators were included. Table I lists the performance indicators selected for Zambia and 
Malawi, with the additional indicators highlighted in bold.   


Table 1: Zambia and Malawi Performance Indicators  


# 
Toolkit 


Reference Performance Indicator 
1 Overall 


system 
performance 


Zambia: Occurrence of stock-outs at the central level for selected RH commodities on 
the Zambia essential medicines list (6-month total, October–March).  
 
Malawi: Occurrence of stock-outs at the central/regional level for all critical medicines 
on the central medical stores monthly stock status checklist. 
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# 
Toolkit 


Reference Performance Indicator 
2 Module 1 Number of the 16 RH essential medicines, per Essential Medicines for 


Reproductive Health,1 that are listed on the country’s essential medicines list.  
3 Module 2 % of RH focus product specifications using a format with clear and comprehensive 


requirements in the key categories:  
- Product information (generic name, strength, quantity, color, size, and shelf life) 
- Registration requirements 


4 Module 2 % of bids utilizing quality assurance provisions in each of the following areas for the RH 
focus commodities selected: 


- Sampling 
- Inspection 
- Testing requirements 
- Documentation requirements 


5 Module 3 % of total value of contracts that was awarded through a competitive 
process (international and national competitive bidding) (October 2007–
March 2008). 


6 Module 4 % of times the cost estimate identified and incorporated all other related cost expenses 
(e.g., freight and insurance, fees and commissions, inspection and testing, taxes) for RH 
focus products. 


7 Module 4 Accuracy of procurement plan budgetary cost estimates for RH focus products 
compared to actual contract product costs. 


8 Module 5 Standard time period guidelines for completing key steps in the procurement process 
exist and are monitored for compliance.  


9 Module 5 Process exists to clarify and elaborate on the requirements and specifications of the 
purchase requisition to ensure any potential constraints are adequately addressed (e.g., 
budget, product pricing, etc.). 


10 Module 6 % of times the following components of standard public-sector bidding documents 
appeared in the bids reviewed for the RH focus commodities selected (2006–2007 
documents): 


- General Instructions to Bidders - Special Instructions to Bidders 
- Eligible/Ineligible countries - General Conditions of Contract                   
- Technical Specifications - Schedule of Requirements 
- Evaluation criteria - Qualification criteria 
- Bid and contract forms - Instructions regarding shipping 


11 Module 7 % of contracts awarded without a bidder’s protest during the 2006–2007 bid period for 
the RH focus commodities selected. 


12 Module 8 % price variance between product contract unit price and international unit price 
indicator guidelines for RH focus/basket products selected (2006–2007). 


13 Module 8 % of contracts signed within the original bid validity period (2006–2007). 
14 Module 9 Supplier performance, delivery, and quality are monitored and documented in a supplier 


scorecard system to evaluate performance (quality of the goods includes adherence to 
the contract shelf life). 


15 Module 9 % of supplier payments made within the payment period called for in the contract for 
RH focus commodities (2006–2007). 


16 Module 10 % of deliveries in which all required shipment information for the RH focus 
commodities was received from the supplier and transmitted to the stores department 
approximately 10 to 14 days prior to arrival of the goods (October 2007–March 2008). 


17 Module 10 Average length of time between the date the Certificate of Analysis was 
completed and when it and other documents were provided to the 
procurement unit for the RH focus products.   


 


                                                 
1 PATH, World Health Organization, United Nations Population Fund. Essential Medicines for Reproductive Health: 
Guiding Principles for Their Inclusion on National Medicines Lists. Seattle, WA: PATH; 2006. Available at: 
http://www.who.int/reproductivehealth/publications/general/a91388/en/. 



http://www.who.int/reproductivehealth/publications/general/a91388/en/
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C. Determining Training Content 


Once the procurement system assessment has been completed and the information 
analyzed, it is important to identify capacity development goals to ensure that training is 
properly focused. The goals and recommendations for training should be written and shared 
with the respective heads of units and/or other relevant personnel receiving training.  


If training will occur over a period of time, it is beneficial to initially outline the entire 
program plan to ensure that future workshops or training sessions build on prior work or 
link in a logical manner. Based on findings and in-country needs, the Zambia and Malawi 
teams took slightly different approaches: 


Zambia 
The initial workshop focused on the entire procurement process and involved 
procurement personnel at both the central and district levels. The second workshop 
highlighted links between procurement and other units, broadening the participant list to 
include the RH program unit, pharmacist specialist, accounting unit, registry, district 
personnel, and central medical stores. The third and final workshop focused on the 
quality of male latex condoms and involved hiring a technical expert. Key personnel for 
this training included the Pharmaceutical Regulatory Authority, Bureau of Standards, RH 
program unit, central medical stores, and the private sector. During all three in-country 
training visits, smaller training sessions and hands-on work such as writing standard 
operating procedures were conducted.  


Malawi 
Prior to training, the Malawi team developed an understanding with their counterparts 
on specific areas of training within the Procurement Capacity Toolkit that would be most 
beneficial. The first training was broad and covered many of the topics in the Toolkit. 
The successive trainings built on concepts developed and procurement challenges 
identified in the first training. The second training focused on developing tools to help 
solve procurement issues; for example, a procurement timeline, a supplier scorecard, 
standard operating procedures, and forms such as receiving and rejection tags. The final 
training refined the tools developed in the second training. In all of the workshops, the 
attendees learned how to perform root cause analysis, how to brainstorm, about multi-
voting, and about several other problem-solving tools. The overall goal of all the 
trainings in Malawi was to ensure that those trained developed the problem-solving tools 
themselves by the end of the trainings. 
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The experience level of personnel attending a workshop or training session should be 
identified beforehand. This information can be collected during the procurement 
assessment. For example, if training is intended for the entire procurement unit, levels of 
knowledge and areas of expertise will vary from assistants to senior officers to management. 
It is important to design the training so that higher-level staff do not find the sessions too 
basic or that lower-level staff do not find them overly complicated. If possible, break the 
training sessions into appropriate groups, or plan a session in which all levels of personnel 
can benefit. If personnel of various experience levels must attend the same training session, 
it can be beneficial to mix the different levels during exercises or group discussions so that 
junior staff can learn from senior staff and senior staff gain a better understanding of the 
challenges junior staff may encounter in their day-to-day work. 







 Trainer’s Guidelines 
 


Procurement Capacity Toolkit Trainer’s Guidelines-8 


D. Types of Training  


A variety of training methods can be used for procurement capacity development and may 
include some or all of the following: 


1. Workshops in a Formal Setting 
Workshops at a hotel or conference center are ideal when working with larger groups, and 
are an effective way of removing people from their day-to-day work environment so that 
the focus can be on training without disruptions. Workshops are ideal when training needs 
to be formal and when presentations or exercises require larger work areas. Workshops 
can include a wide range of training techniques, such as lectures and presentations, and 
more interactive learning activities, such as role plays and small group exercises. Workshops 
can also be designed as trainings-of-trainers, with the intent to have participants 
subsequently train other personnel. Workshops can focus on training with one unit or 
department but can be extremely effective when dealing with different units whose work is 
dependent on each other (for example, the procurement unit and the medical stores if the 
training is focused on supplier performance monitoring). Bringing different units together 
can enrich discussions and learning as well as bring different perspectives to the table. 


2. Small Work Groups in an Informal Setting 
Bringing small work groups together can be accomplished in an informal setting, such as a 


Ministry of Health conference room or a large office, rather than a formal setting such as a 
workshop. An example may be working with the procurement unit to develop standard 
operating procedures (SOPs). While a more formal training might be held in a workshop 
setting to provide background information as to why and how SOPs are developed, a more 
informal setting closer to the participants’ workplace may be beneficial for performing the 
actual work. This enables small groups to participate in their relevant areas of SOP writing 
rather than the entire unit being away from their workplace at one time. While the setting 
may be less formal, it may be beneficial to designate a facilitator for the working session, and 
to define the objectives and expected results of the small group work. 


3. One-on-One Training 
One-on-one training is useful when working with a person who needs assistance with a 
specific work area. For example, an RH unit manager may request assistance with 
developing a reporting format to share with stakeholders that easily and clearly outlines gaps 
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in the supply chain. In this situation, it may be beneficial to work at the manager’s desk in 
order to review and understand the various types of reports he or she has access to, then 
to feed that information into a reporting tool. This one-on-one training may also be referred 
to as, or take place within the context of, supportive supervision, personal training, on-the-
job-training, mentoring, or coaching. 
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E. Planning a Workshop 


Prior to conducting a workshop, an outline of the training sessions should be drawn up, 
including the names of the Ministry of Health units and/or procurement personnel being 
selected for the training. Once agreed upon, relevant training materials can be adapted from 
the Procurement Capacity Toolkit and any other relevant resources.   


Workshop materials should include modeling (presentations), practice (exercises), and 
feedback on the practice. Active participation and discussion with participants will enhance 
the learning and can provide facilitators with immediate feedback. Sessions should be broken 
up, with presentations lasting no longer than 60 minutes. If a presentation is longer, insert 
break-out sessions or energizer activities, or stimulate discussion with participants during 
the presentation. Maintaining a good mix of these different training methods facilitates 
learning and will help to keep participants actively engaged in the workshop. 


An example of a workshop agenda can be found in Section H.2, Annex 1. An agenda should 
designate the time allocated for each session, including coffee and lunch breaks. The topic 
for each session should be listed along with the session objectives. This can be followed by 
the session content and training method, which outlines the materials and format for the 
session (for example: presentation, exercise, report out, working groups, etc.). Once an 
agenda has been outlined, it should be reviewed and approved by the appropriate 
stakeholders. At the beginning of each day of the workshop, the agenda should be reviewed 
and participants allowed time for clarification and comments.  


1. Sample Training Materials 
A typical session outline using training materials adapted from the Procurement Capacity 
Toolkit is provided below, including a list of the training materials and a description of each. 
These materials comprise one complete session on the topic of supplier performance 
monitoring. This example session would take approximately 2-1/2 hours, including a coffee 
break. The time for each segment of the session can be found in Annex 1, Session 5. 
Examples of the training materials can be found in Annexes 2 through 8.  
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Session: Supplier Performance Monitoring 


A. Presentation 1: Supplier Performance Monitoring [Annex 2] 
B. Handout 1:   Sample Authorization for Shipment Form [Annex 3] 
C. Presentation 2:  Supplier Performance Scorecard [Annex 4] 
D. Trainer’s Aid:  Developing a Supplier Scorecard:  


       Facilitator Instructions for Group Exercise [Annex 5] 
E. Handout 2:  Developing a Supplier Scorecard:  


       Participant Instructions [Annex 6] 
F. Handout 3:  Sample Performance Monitoring Checklist [Annex 7] 
G. Handout 4:  Sample Supplier Performance Scorecard [Annex 8] 


  


This training session was developed from Module 9: Contract Performance and Monitoring 
of the Procurement Capacity Toolkit. 


A. Presentation 1: Supplier Performance Monitoring 


This presentation focuses on supplier performance monitoring and consists of 18 
slides plus a handout. The presentation material was adapted primarily from 
Sections C through G of Module 9, although the three interactive slides contain 
material from elsewhere. The additional materials are: 


I. Case study developed by facilitators (Slide 9).  
II. Excerpt from a Ministry of Health bid (Slide 13). 
III. Photograph by a PATH employee (Slide 16).  


B. Handout 1: Sample Authorization for Shipment Form 
This handout should be used as a resource during the first presentation. It was 
taken directly from Module 9 (Exhibit 9-6). 


C. Presentation 2: Supplier Performance Scorecard  
The second presentation contains six slides and focuses on the supplier scorecard. 
The purpose of this presentation is to introduce the basics of a supplier scorecard 
and lead participants into an exercise.  


D. Trainer’s Aid: Developing a Supplier Scorecard (facilitator instructions) 


This tool was developed to guide participants during the exercise session. It lists 
materials that facilitators need to use during the exercise and breaks the exercise 
instructions into easy steps.  


E. Handout 2: Developing a Supplier Scorecard (participant instructions) 
This document should be provided to participants at the beginning of the exercise. 
The tool leads participants through a brainstorming session in small groups prior to 
working together as a larger group to conduct an affinity diagram exercise. (The 
affinity diagram is explained further in Section E.3.)  
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F. Handout 3: Sample Performance Monitoring Checklist 
The performance monitoring checklist example can be found in Module 9 (Exhibit 
9-2). The handout should be used as a reference tool for the exercise. 


G. Handout 4: Sample Supplier Performance Scorecard 
Handout 4 was also taken from Module 9 (Exhibit 9-3). It is an example of a simple 
supplier scorecard to demonstrate that tools do not need to be overly complicated. 
It should be provided to participants as an example in contrast to Handout 3, which 
is a more complicated supplier checklist. A simple scorecard can be used by 
departments that are understaffed and need easy-to-use tools, and in training 
sessions involving primarily junior staff members. 


2. Other Useful Training Materials 
a. Workshop Evaluation Form 


It is useful to ask participants to evaluate the workshop upon completion. Collecting such 
information will inform on the success of the workshop objectives, appropriateness of 
content and methods, and effectiveness of the facilitators. It can also provide feedback on 
how to improve future workshops or training sessions.  


Both the Zambia and Malawi teams’ technical assistance providers used a generic workshop 
evaluation form, which is provided in Annex 9. 


b. Pre- and Post-tests 


Identical pre- and post-tests can add value by establishing participants’ knowledge prior to 
and at the end of a workshop. This is another tool that can inform the facilitators on how 
appropriate the training materials were and how successful they were at presenting the 
materials.  


The Zambia and Malawi technical assistance providers developed pre-/post-tests created 
directly from the materials used during their workshops. A copy of the test used in Zambia 
for the first workshop is provided in Annex 10. 


3. Training Tools 
There are a variety of training tools and methods that can be used during a workshop. Some 
of the tools used for exercise sessions by both country teams were: 
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• Brainstorming: Brainstorming is a group creativity technique designed to 
generate a large number of ideas for the solution of a problem. It can be an 
effective way to generate many ideas on a specific issue and then determine which 
idea—or ideas—is the best solution. Set ground rules for the session, and keep the 
following guidelines in mind when facilitating a brainstorming session: 


– Keep the focus on the identified root cause or problem. 
– Ensure that no one criticizes or evaluates ideas during the session. This 


promotes creativity and catalyzes the free-flowing nature of a good 
brainstorming session. 


– Encourage an enthusiastic and inclusive attitude among participants, and 
try to get everyone to contribute ideas. 


– Ensure no train of thought is followed too long; the spirit of 
brainstorming is to generate ideas quickly and move on without 
discussion. 


– Encourage members to develop other people’s ideas, or use other ideas 
to create new ones. 


• Affinity diagram: An affinity diagram is a tool that gathers large amounts of data 
(ideas, opinions, issues) and organizes them into groupings based on their natural 
relationships. The process is often used to organize or regroup ideas generated by 
brainstorming. It is used in the form of notes sent to the front of the room and 
affixed to the wall, then grouped by the facilitator. The notes can be placed and 
repositioned as needed as the group discusses ideas. This exercise is particularly 
helpful in organizing process flows and developing step-by-step instructions. An 
example of an affinity diagram exercise is shown in Annex 5, and more information 
about the process can be found on the website included in Section H.1. 


• The 5 Whys (root cause analysis): The 5 Whys is a question-asking method 
used to explore the cause/effect relationships underlying a particular problem. 
Ultimately, the goal of applying The 5 Whys method is to determine the root cause 
of a defect or a problem. Some 5 Whys examples are shown in Annex 11. 


• Process mapping: A process map is a workflow diagram that identifies a clear 
understanding of a process or series of parallel processes. The process map defines 
exactly what an entity does and who is responsible. It is also known as a process 
chart or flowchart. An example of a supply process mapping exercise and the 
results are shown in Annexes 12 through 14. Further information on process 
mapping can be found on the website included in Section H.1. 
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F. Workshop Implementation 


Although the Trainer’s Guidelines are not intended to fully describe how to conduct a 
workshop or training session, the following is a brief discussion of what facilitators should 
anticipate when implementing a workshop.  


Facilitators should greet participants as they arrive at the training session, then ask them to 
sign in and take a seat. Materials can either be handed out as participants arrive or be set 
out on the tables beforehand. Seats can be preassigned, or facilitators can allow participants 
to choose where to sit.  


At the beginning of the workshop, facilitators should introduce themselves and provide a 
short description of the workshop purpose and objectives. Participants should also 
introduce themselves and provide a brief description of their current work positions. Some 
participants will be early and others late; therefore, it is useful to have a short session to 
establish the norms. Establishing group norms provides a standard that everyone agrees to 
adhere to during the workshop, such as arriving on time, turning off cell phones, and 
speaking in turn or when designated by the facilitator. Additionally, it is helpful to hold a 
brief session on workshop expectations so that participants and trainers are clear on what is 
(and is not) going to be covered in the workshop. Trainers should specify any necessary 
logistics details, such as workshop hours, meal arrangements, locations of restrooms, and 
payment of transport stipends, etc.  


Workshops can be tiring, and in order to keep participants motivated and engaged, it is best 
to plan them with active sessions such as discussion groups and exercises between 
presentations. Energizer activities are also a good way to break up sessions and re-engage 
participants. These can be especially beneficial at the beginning of a training session as an 
opportunity for participants to meet each other, and after lunch, so that participants are 
more energized to start the afternoon session. A website link to a document containing 
energizers is included in Section H.1.  


Flexibility is important in any workshop, and at times, facilitators need to be willing to 
change direction at short notice with regard to the agenda and content. If an exercise is not 
going well or a presentation seems too long, facilitators need to be able to sense the mood 
of attendees and make adjustments accordingly. Facilitators also need to be prepared for the 
possibility of problems with extremely slow Internet connections and frequent electricity 
interruptions common to developing countries. This means making backup hard copies of 
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presentations and exercises in case of technical failures. The room temperature, whether 
too hot or too cold, should be monitored as well. Adjustments may also be needed for the 
air conditioning, which may be too loud, making it difficult to hear the trainer or the group 
discussion.  


Sometimes not everyone can stay for the entire workshop. Identify which sessions your 
busiest participants need to attend, and suggest in advance when they might want to arrive 
and leave. 
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G. Concluding a Workshop 


There are a few basics steps that should be taken to conclude a workshop. These steps 
provide closure, recognition of the participants, and valuable participant feedback for future 
workshops. At the end of the workshop, facilitators should review the key lessons learned 
and the expectations listed by participants at the beginning of the workshop. This reinforces 
the knowledge participants gained and ensures that the workshop expectations were met by 
the facilitators. If there were any action items developed throughout the workshop, they 
should be reviewed to ensure they are accomplished and participants are accountable for 
the action items. 


After summarizing the workshop, it is an appropriate time to administer the post-test, 
assuming a pre-test was conducted at the beginning of the training. After all participants 
have handed in their post-tests, it is suggested that the facilitator review the answers with 
the group. The post-test provides facilitators with an understanding of how much 
participants learned during the workshop. See Annex 10 for a sample test. Another way for 
facilitators to gain feedback from participants is through a workshop evaluation. This can 
provide facilitators with suggestions on how to improve future workshops. See Annex 9 for 
a sample workshop evaluation form. 


Once the administrative aspects of concluding the workshop are completed, the facilitators 
should present participants with certificates of participation. If materials were developed 
during the training, it may be a good idea to provide electronic copies of these documents 
on a flash drive for each participant as well. If appropriate, facilitators should provide their 
contact information (e.g., a business card) in case the participants have follow-up questions. 
Participants may enjoy receiving photographs of themselves receiving their certificates, as 
well as a group photograph of everyone involved in the workshop. Upon adjourning, thank 
participants for taking time out of their busy schedules to attend, and for their level of 
participation and commitment during the workshop.  


Finally, after the workshop has concluded, facilitators should write a workshop debrief and 
disseminate it to the appropriate stakeholders.  
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H. Websites and Sample Training Materials 


1. Websites 
a. Affinity Process 


http://www.functionlust.com/methods/Affinity.htm 


b. Bens I. Facilitating with Ease. San Francisco, CA: Jossey-Bass; 2005. 


http://www.amazon.com/Facilitating-Guidebook-Customizable-Worksheets-CD-
ROM/dp/0787951943# 


c. Guidelines for Conducting Workshops and Seminars 


http://www.siumed.edu/resaffairs/documents/Conductingworkshops.doc 


d. Process Mapping 


http://www.fpm.iastate.edu/worldclass/process_mapping.asp 


e. Workshop Energizers 
http://www.impactalliance.org/ev02.php?ID=3782_201&ID2=DO_TOPIC 


 



http://www.functionlust.com/methods/Affinity.htm

http://www.amazon.com/Facilitating-Guidebook-Customizable-Worksheets-CD-ROM/dp/0787951943

http://www.amazon.com/Facilitating-Guidebook-Customizable-Worksheets-CD-ROM/dp/0787951943

http://www.siumed.edu/resaffairs/documents/Conductingworkshops.doc

http://www.fpm.iastate.edu/worldclass/process_mapping.asp

http://www.impactalliance.org/ev02.php?ID=3782_201&ID2=DO_TOPIC





 


2. Sample Training Materials 
Annex 1: Example Workshop Agenda 


The example workshop agenda below was used for one of the in-country workshops. The agenda includes opening and closing sessions 
and scheduled coffee and lunch breaks, as well as a list of topics, objectives, contents, and methods used to present the training sessions. 
A finalized agenda should also include the list of participants required for each session. 


Day 1: July 21, 2009 
Location: Alcazar Conference Room, 3rd floor 


Time Topic Objectives Content Method 
8:30–9:00 Introduction Participants will understand the 


training format and objectives, 
and administrative details will 
be handled 


• Make opening remarks 
• Introduce facilitators and 


attendees 
• Review agenda 
• Review objectives 
• Share expectations 


 


9:00–10:30 SESSION 1: 
Mapping the 
Supply Process 


Participants will understand the 
steps in the procurement 
process and the time required 
to complete each step 


• Review process mapping 
approach 


• Map procurement process 
• Identify responsible parties 
• Estimate time requirements 


• Presentation 
• Exercise: Process 


mapping 
• Report out 


15 minutes BREAK    


10:45–12:00 SESSION 2:  
Recordkeeping/
Contract File 
Maintenance 


Participants will understand the 
benefits of good recordkeeping  


• Discuss role and benefits of 
recordkeeping 


• Identify recordkeeping constraints 
• Identify recommendations to 


address constraints 
• Develop a contract management 


file checklist 


• Presentation 
• Exercise: File 


checklist 
• Report out 
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1 hour LUNCH    


13:00–14:00 SESSION 3: 
Standard 
Operating 
Procedures 
(SOPs) 


Participants will understand the 
purpose of and develop SOPs 


• Discuss role of SOPs 
• Discuss benefits of SOPs 


• Presentation 
 


15 minutes BREAK 


14:15–16:00 Session 3: 
SOPs 


Continued • Develop SOPs • Working group: SOPs 
• Report out 


16:00–16:30 Participant 
Feedback    


 
 
 


Day 2: July 22, 2009 
Location: Alcazar Conference Room, 3rd floor 


Time Topic Objectives Content Method 
8:30–9:00 Summary 


Information 
Review of documents 
generated on Day 1  


  


9:00–10:30 Session 3: 
SOPs  


Continued • Develop SOPs • Working group: SOPs 
 


15 minutes BREAK    


10:45–12:00 Session 3: 
SOPs  


Continued • Develop SOPs • Working group: SOPs 
 


1 hour LUNCH    


13:00–14:30 Session 3: 
SOPs  


Continued • Develop SOPs • Working group: SOPs 
 


15 minutes BREAK    
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14:45–15:30 Session 3: 
SOPs  


Continued • Develop SOPs • Working group: SOPs 
• Report out 


15:30–16:00 SOP Progress 
Review 
Participant 
Feedback  


   


 
 
 


Day 3: July 23, 2009 
Location: Alcazar Conference Room, 3rd floor 


Time Topic Objectives Content Method 
8:30–9:30 Introduction Participants will understand the 


training format and objectives, 
and be given a background on 
the Toolkit, and administrative 
details will be handled 


• Make opening remarks 
• Introduce facilitators and 


attendees 
• Review agenda 
• Review objectives 
• Discuss expectations 


• Pre-test 


9:30–10:00 SESSION 4: 
Overview of 
Procurement 


Participants will understand the 
steps in the procurement 
process  


• Introduce the session 
• Discuss areas managers can 


impact 
• Discuss eight things managers 


need to know about procurement 


• Presentation 
 


15 minutes BREAK    


10:15–12:00 Session 4 : 
Overview of 
Procurement  


Participants will understand the 
steps in the procurement 
process  


• Discuss program planning 
 


• Presentation 
• Case study: 


Procurement 
requisition 


• Exercises 


1 hour LUNCH    
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13:00–14:00 Session 4: 
Overview of 
Procurement  


Participants will understand the 
steps in the procurement 
process 


• Discuss the procurement process 
 


• Presentation 
• Exercises 
 


15 minutes BREAK    


14:15–15:30 Session 4: 
Overview of 
Procurement  


Participants will understand the 
steps in the procurement 
process 


• Discuss contract performance 
and monitoring 


 


• Presentation 
• Exercises 
 


15:30–16:00 Challenges at 
the Provincial 
Level 


Participants will understand the 
issues related to procurement  


 • Group discussion 


16:00–16:30 Evaluation  • Review the procurement process • Post-test 


 
 
 


Day 4: July 24, 2009 
Location: Alcazar Conference Room, 3rd floor 


Time Topic Objectives Content Method 
8:30–9:00 Introduction Participants will understand the 


training format and objectives, 
and administrative details will 
be handled 


• Make opening remarks 
• Review agenda and objectives 
• Discuss expectations 


 


9:00–9:45 SESSION 5: 
Supplier 
Performance 
Monitoring 


Participants will understand key 
issues and benefits of supplier 
performance monitoring 


• Discuss the need for supplier 
performance monitoring 


• Discuss the benefits of supplier 
performance monitoring 


• Presentation 
 


9:45–10:30 Session 5: 
Supplier 
Performance 
Monitoring 


Participants will develop a 
specific supplier performance 
scorecard 


• Discuss standard approaches to 
supplier performance monitoring 


• Identify performance indicators 


• Presentation 
• Exercise: Supplier 


scorecard 


15 minutes BREAK    


 







10:45–11:30 Session 5: 
Supplier 
Performance 
Monitoring 


Participants will develop a 
specific supplier performance 
scorecard 


• Continued • Exercise continued 
• Report out 


11:30–12:00 Closing for 
Medical Stores 
and Provincial 
Officers 


Participant feedback  • Workshop evaluation 
 


1 hour LUNCH    


13:00–14:00 SESSION 6: 
Developing 
Product 
Specifications: 
Condoms 


Participants will understand key 
components of a health 
commodity specification 


Discuss: 
• Purpose of specifications 
• Condom specification format 
• International standards 
• Performance requirements 
• Packaging requirements 
• Shelf-life requirements 


• Case study 
• Presentation 
• Handouts 


15 minutes BREAK    


14:15–15:30 Session 6: 
Developing 
Product 
Specifications: 
Condoms 


Participants will understand key 
components of a health 
commodity specification 


Discuss: 
• Purpose of specifications 
• Condom specification format 
• International standards 
• Performance requirements 
• Packaging requirements 
• Shelf-life requirements 


• Exercise: Condom 
specifications 


• Group discussion  
 


15:30–16:00 Evaluation and 
Closing 


Participant feedback  • Workshop evaluation 
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Annex 2 


Presentation 1: Supplier Performance Monitoring  


The presentation on supplier performance monitoring was adapted from Module 9 of the 
Procurement Capacity Toolkit. It also includes speaker notes to aid the facilitator during the 
presentation. 


1


Session 5:                           
Supplier Performance Monitoring


Procurement Capacity Toolkit 
Module 9


 
Explain to participants that the focus for this session is supplier performance monitoring, 
and that this presentation is a brief overview of the key aspects.  
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Objectives
Participants will be able to:


Explain why monitoring is important.


Define key performance indicators for contract 
performance.


Give examples of key performance indicators.


Discuss ways to avoid performance problems.


List ways to ensure preshipment compliance.


List ways to monitor commodity transport.


Explain why payment management is important.


 
These are the objectives for the session. 


 
 


3


Session topics


Monitoring contract performance


Determining appropriate preshipment 
compliance


Monitoring commodity transport


Managing supplier payments


 
These are the main session topics that will be covered in the presentation. 
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Why is monitoring important?


Unsatisfactory supplier performance can 
jeopardize public access to medicines.


Provides evidence of product quality prior 
to shipment.


Identifies problems early to mitigate 
impacts.


Provides supplier performance data for 
future contract consideration.


 
Everyone plays a role in contract performance monitoring—not just procurement, but also 
medical stores. There is a partnership, and the goal at the end of the day is to provide 
citizens with high-quality medicines on time. 
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Formal procurement records are important because they provide:  


ke legal action against a 


it trail. 


cord for future contract award decisions.  


There should be a set of files for each contract, not a file per bid (which would contain 


Ask participants


5


Contract performance monitoring


Maintaining Procurement Records 


Make a separate file for each 
contract.


What documents are pertinent 
records?


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


• Supporting evidence in the event that it is necessary to ta
supplier. 


• A full aud


• A performance re


multiple suppliers).  


 for ideas of pertinent records for a set of contract management files.  


Answers: Bid, contract, specifications, delivery schedules, quantities, etc.  







 Trainer’s Guidelines 
 


Procurement Capacity Toolkit Trainer’s Guidelines-27 


One way to monitor supplier performance is to develop key performance in


 


6


What are Key Performance Indicators?


Documents that track and evaluate 
supplier’s compliance with contract 
requirements.


Measurable
Achievable
Relevant
Controllable (by supplier)


Contract performance monitoring


 


 
 
 


 


 


 


 


 


 
 
 
 


dicators. 


7


Contract components documented by 
Key Performance Indicators:


Contract terms
Delivery


Date due
Terms
Quantity


Quality
Technical specifications
Shelf life
Labeling and packing requirements


Contract performance monitoring


 
One way to develop performance indicators is to review the key components of the 
contract and determine the aspects that are important to monitor.  
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Ask participants


8


Challenges


Developing a way to track and 
monitor performance.


Engaging supplier commitment.


Contract performance monitoring


: What is the best way to engage suppliers?  


Answer: Prior to contract signing: meaning the purchaser should be sharing information on 
the key performance indicators so the supplier understands the criteria. 
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Exercise 1: Case study


Addressing performance problems


Scenario: Tadic, the supplier of intrauterine 
devices, was scheduled to deliver goods 4 days 
ago, but has not performed.  Medical Stores 
Limited is out of stock and has called the 
procurement officer to inquire about the 
situation…


How should the procurement officer remedy the 
issue?


 


 
 
 


 
 
 


 


 
 


 


 


1) Ask participants to spend 10 minutes discussing the scenario with the people at their 
tables and brainstorming steps the procurement officer could take to remedy the issue. 


2) Give each group 5 minutes to report its responses. 


Steps to remedy the issue


They should write their ideas on flipchart paper. 


 


• Review the contract for delivery requirements and key performance indicators. 


• Look for documentation approving deviation from the contractual delivery date. 


• Call the supplier. 


• Write a formal letter to the supplier; include the problem and corrective action. 


• Enforce the terms of the contract. 


• Follow up with central medical stores. 
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Avoiding performance problems


State contract requirements clearly:
Bid states a required need date.
Contract states a required need date.
Contract defines ‘on-time’ delivery.
Example:


Bid/Contract States:
“Goods are due on August 13, 2008. They must 


arrive within + or – 5 days of the required due date.”


Goods can arrive between August 8 and 18, giving 
the supplier a 10-day window to deliver the goods. If 
the goods arrive outside this time frame, they are late. 


 
Contracts should call out an exact date when the goods are due. It would be difficult to 
enforce “goods due in 4 to 6 weeks” because there is no actual date within the contract. 
Terms and conditions should list on-time delivery as acceptable within a window of 10 days 


 hold-ups with shipping, customs, 
etc. 
(+/- 5-day window is acceptable); this will allow time for
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Avoiding performance problems


Avoid the pattern of supplier 
defaults.


Address problems as soon as they 
arise, before they escalate.


Maintain a good working 
relationship with the supplier.


One way to avoid supplier defaults is to enforce the terms of the contract when a supplie
is late and to utilize that information in future contract award decisions. 


12


Preshipment compliance


Basic levels


Level 1: Preshipment document review.


Level 2: Visual inspection of product.


Level 3: Laboratory or physical testing of 
product. 


New or questionable suppliers
Source of previous complaints
From a manufacturer without cGMP certification
Recommended for condoms


Clearly specify these requirements in the contract.


 
 
 


Explain to participants that cGMP is short for current good manufacturing practices and 
define the term if necessary. 
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Explain to participants that the key question here is if/to what extent preshipment 
compliance is needed. The level depends on the performance history of the supplier and the 
level of risk regarding quality. 


• Level 1: Preshipment document review—should be conducted for all 
purchases. Preshipment means that the documents are sent prior to ship ing of the 
goods, not upon shipment. Time is lost if the goods are already shipped. 
Documents to request: Certificate of Analysis, packing list, commercial invoice, 
Certificate of Origin, etc. Also, if the supplier is sending these documents prior to 
shipping the goods, then advance notice is provided to central medical stores to 
prepare for the shipment. Reference Handout 1


p


: Sample Authorization for 
Shipment as one way to monitor and enforce that the supplier is providing the 
necessary documentation prior to shipment.  


• Level II: Visual inspection of product—should be done with a new supplier, or 
with one with which problems have occurred in the past. This inspection can be 
waived or performed occasionally when working with a reliable supplier. This effort 
is costly. Let participants know there is a sample inspection order for condoms in 
Module 9 (Exhibit 9-4) of the Procurement Capacity Toolkit for future reference.  


• Level III: Laboratory or physical testing of product—It is probably not 
necessary to test products from prequalified suppliers. For most contraceptives 
(oral contraceptives, intrauterine devices, injectable contraceptives), visual 
inspection is usually sufficient unless the contraceptive falls into one of the 
exception criteria mentioned above. For condoms, however, Level III physical 
testing is recommended. The World Health Organization recommends that 
independent lot-by-lot compliance testing of the finished product be undertaken 
before condoms are accepted for shipment to the purchaser. This is due to the fact 
that liquid latex, the primary component of condoms, is a natural product whose 
properties vary from batch to batch depending on the weather, season, and soil 
quality. This variation in latex results in different performance characteristics for 
condoms on a lot-by-lot basis. 







 Trainer’s Guidelines 
 


Procurement Capacity Toolkit Trainer’s Guidelines-33 


13


Example: 
Preshipment compliance


e Supplier shall 
he following 


What problems might occur due to the first sentence in the 
following excerpts?  How would you change the wording?


For Goods supplied from abroad:
Upon shipment, the Supplier shall notify the Purchaser and 
the insurance company in writing the full details of the shipment, 
including Contract number, description of the Goods, quantity, 
date and place of shipment, mode of transportation, and 
estimated date of arrival at place of destination. The Supplier shall 
fax and then send by courier the following documents to the 
Central Board of Health with a copy to Medical Stores Limited and 
the insurance company…


For Goods from within the Purchaser’s country:
Upon or before delivery of the Goods, th
notify the Purchaser in writing and deliver t
documents to the Purchaser…


 
Explain to participants that these are excerpts from a bid (Special Terms and Conditions
Delivery and Documents). Ask


: 
: What problems might occur due to the first sentence 


each of the excerpts?  
in 


Answers:  


• If shipping documents are not reviewed prior to shipment, errors are not ca
is difficult and time consuming to change shipping documents (which are leg
documents) once the vessel has shipped. Something such as the consignee 


information being incorrect and needing changing could severely delay impor
clearance and cause high demurrage (storage) charges.  


• If anything is wrong with the shipment, such as a technical specification, it is too 
late to do anything about it once the goods have shipped. 


Ask participants


ught. It 
al title 


t 


: How would you change the wording? (The answer is on the next slide.) 
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Example: 
Preshipment compliance
Answer: Documents should be sent prior to shipment, not 
upon shipment. 


For Goods supplied from abroad:
Prior to shipment, the Supplier shall notify the Purchaser and the 
insurance company in writing the full details of the shipment, 
including Contract number, description of the Goods, quantity, 
date and place of shipment, mode of transportation, and 
estimated date of arrival at place of destination. The Supplier shall 
fax and then send by courier the following documents to the 
Central Board of Health with a copy to Medical Stores Limited and 
the insurance company…


For Goods from within the Purchaser’s country:
Prior to delivery of the Goods, the Supplier shall notify the 
Purchaser in writing and deliver the following documents to the 
Purchaser…


 
Answer: Documents should be sent prior to shipment, not upon shipment. Why is this 
important? There is no way to control preshipment compliance once the goods have 
left the supplier. Use this opportunity to discuss the word “prior.” How soon before 
shipment do the participants think shipping documents should be received? Should 


statement in the contract that “shipping documents must be approved prior there be a 
to shipment?”  


Reference: Handout 1: Sample Authorization for Shipment Form. 
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Monitoring commodity transport


Compliance with shipping 
instructions.


Proper packaging for expected 
transit conditions.


Compliance with delivery schedule.


Proper shipment mode for special 
conditions.


Here are ways in which commodity transport can be monitored. 
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16


Example of damaged packaging


Ask participants: If goods arrive in this condition, what should be done? Who should be 
contacted? 


The answer will depend on who is answering the question. If the answer comes from 
medical stores, the procurement unit should be contacted. If it comes from the 
procurement unit, the supplier should be contacted. 


Check contract terms and conditions: Do they call for appropriate packaging, pallet 


requirements, height requirements, etc.? 


Did the packages arrive this way, or was the damage incurred in the warehouse? 


Take photos to document the condition of the packages. 
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Payment management


Allows the purchaser to exert control 
when enforcing contract requirements.


Helps promote a good working 
relationship with the supplier.


Enforces contract requirements. 


Letter of credit


 
A letter of credit enforces: (1) quality requirements, by requiring the supplier to present 
documents to the paying bank showing evidence of successful product inspection and 
testing; and/or (2) shipping dates, by requiring evidence of compliance. 


 
 


 


 


 


 


 
 
 
 
 


These are the main points to remember: Do not wait until after a situation has occurred to 
deal with it; take the necessary steps to prevent a supplier performance issue from 
occurring. Pay the supplier on time to promote a good working relationship. 


 


18


Summary


Become proactive, not reactive.


Respect the supplier relationship.


On-time, good-quality products 
deserve on-time payment.
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Authorization for Shipment 
 
Attn: _______________ [supplier’s name] 
 
Ref:  Contract Number ________________ 
 Letter of Credit Number ___________ 
 
Authorization for Shipment 
 
Re: _________________________________________  
       [description of goods] 
 
 


 
 
Signature of this document by the authorized representative indicat s that the 
commodity conforms to Contract Number _________ and is released for 
shipment. 
 
This certificate does not release supplier from compliance with warranties and 
other conditions included in this contract. 
 
______________________________________ 
Authorized Representative 
 
 
_______________________ 
Date 


Annex 3 


Handout 1: Sample Authorization for Shipment Form   


The Authorization for Shipment form is from Module 9 of the Procurement Capacity Toolkit 
(Exhibit 9-6). It is the first handout for the Supplier Performance Monitoring presentation.   


 


Preshipment inspection and test data have been received and approved by: 
____________________________________________ [purchaser] 
 
Signature 


e
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The presentation “Supplier Performance Scorecard” was adapted from Module 9 of the 
t Capacity Toolkit. It also includes speaker notes to aid the facilitator during the 


Annex 4 


Presentation 2: Supplier Performance Scorecard 


Procuremen
presentation. 


1


Session 5:                           
Supplier Performance Scorecard


Procurement Capacity Toolkit   
 9Module


 
Explain to participants that this presentation is on the key aspects of the supplier 
perform
developi


 
 


ance scorecard, and that this overview will lead into the working session on 
ng a supplier scorecard. 
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Objectives


Participants will be able to:


Discuss the basics of a supplier 
performance scorecard.


Develop a supplier performance 
scorecard.


 
These are the objectives of the session. 


 


3


Why track supplier performance?


Rank the supplier’s relative 
performance within the supply base.


Track improvement or decline in 
supplier’s quality / schedule 
performance over time.


Provide a data point for future 
contract considerations.


 
As the purchaser, you do not want to repeat delivery and quality issues with the same 
supplier each year. Creating a record of past performance will enable the purchaser to avoid 
costly delays and receive good-quality products on time. The leverage of future business is 
your best tool to make sure the supplier performs on today’s contract. 
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Supplier performance scorecard
Considerations:


Identify and define key indicators


Assign responsibility for:


Collecting data


Maintaining data


Using data


Future use of the data


Development of bidder list


 
These are the considerations that should be taken into account when developing a 


 


scorecard. 


5


Performance indicators need to be SMART:


Specific 


Measurable 


Attainable 


Relevant 


Time based 


Supplier performance scorecard


 
When developing performance indicators, it is important to make sure they are “SMART.” 
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Exercise


Develop a supplier performance 
scorecard


 
Ask participants to take out the exercise “Developing a Supplier Scorecard.” 
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Annex 5 


Trainer’s Aid: Developing a Supplier Scorecard 


The Trainer’s Aid below provides instructions for workshop facilitators to use to guide 
participants through the exercise. This exercise incorporates the use of the affinity diagram, 
which is described in detail in Section E.3.  


Trainer’s Aid—Developing a Supplier Scorecard 


Facilitator Instructions for Group Exercise 
 
List of materials:  
• Handout 2: Developing a Supplier Scorecard: Participant Instructions [Annex 6] 
• Handout 3: Sample Performance Monitoring Checklist [Annex 7] 
• Handout 4: Sample Supplier Performance Scorecard [Annex 8] 
 
Instructions to trainer: 
1. Ask participants to work in groups of four or five people. Distribute one copy of the 


instructions for the exercise to each group (Handout 2). 


2. Hand out stacks of 4x6-inch blank cards, or 4x6-inch “sticky notes” or half sheets of 
paper, and tape (if not using sticky notes) to each group, along with at least one marker 
pen. 


3. Ask participants to brainstorm in their groups on the key question: What indicators 
would be key to monitoring supplier performance? (Example: Product shelf life is within 
the contract terms.)  


4. Ask participants to write ONE idea on each card. Remind them to write in large letters 
so that the idea can be seen when it is later posted in the front of the room. Write an 
example using the words “one idea per card” and post it in the front of the room to 
demonstrate. 


5. Allow participants approximately 15 to 20 minutes to complete the group brainstorming 
session. 


6. Prepare a space at the front of the room on the wall to organize all the ideas developed 
by the participants. 


7. After the brainstorming session, ask the groups to select five cards that they consider to 
be their top five key supplier performance indicators. Give participants a few minutes to 
discuss among themselves and then ask one person from each group to bring their cards 
to the front of the room and attach them with tape to the wall (if not using sticky 
notes). The participant should read each key indicator out loud. At this time, it does not 
matter where the card is placed on the wall. 


8. Once all five cards from each group have been placed on the wall, organize similar 
ideas/categories into groups. Ask participants to assist with this task by calling out cards 
that contain similar ideas/categories. Align similar ideas together and then write a header 
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card for each set of ideas. Place the header card above each category of ideas. Ask 
participants to agree upon each heading (e.g., “Quality”). 


9. Ask participants if they have any other ideas written down that are not on the wall. If 
yes, place them under an existing heading or come up with a new heading if an 
appropriate one does not exist.  


10. When all key indicators and/or categories have been placed on the wall, distribute 
Handouts 3 and 4: Sample Performance Monitoring Checklist and Sample Supplier 
Performance Scorecard.  


11. Ask partic y would add ipants if there are any other indicators from the handouts that the
to the notes on the wall. If so, write them on cards and add them to the wall. 


12. Initiate group discussion with the following open-ended questions: 


• How should the scorecard be organized? By supplier, by month, by contract? 
• How will each indicator be measured? 
• Who is responsible for gathering and recording the data? 
• Who will use the data? 
• How will the data be utilized? 


13. Ask for a volunteer to write the most important points of the discussion on a flipchart 
as the discussion is taking place. 


14. The facilitator should do a mock-up of the scorecard on a white board or flipchart, and 
include all the input gained from the discussion.  


15. Complete the Supplier Performance Scorecard to the extent possible. Review the entire 
scorecard and answer any questions. 
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ecard.” 


—Developing a Supplier Scorecard 


Annex 6 


Handout 2: Participant Instructions for Developing a Supplier Scorecard  


Below are instructions for participants for the exercise “Developing a Supplier Scor
See the Trainer’s Aid, Annex 5, for the reference to this handout. 


Exercise


Participant Instructions 
 
Instructions: 


1. Divide into working groups of four or five people each. 


2. Within your group, discuss the key performance indicators that are important to 
monitoring supplier performance, and write your ideas on the cards or pieces of paper 
that you have been given. You will have 15 to 20 minutes to complete this exercise. 


3. Remember to write one idea per card and write in large letters. 


4. Assign a spokesperson who will report to the entire group.  


• Why is the category and/or key performance indicator so important? 
 
Brainstorm ideas: 


 


 
Discussion question: 
• What key performance indicators are important when monitoring supplier performance? 


A related question for discussion might be: 
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lier Scorecard.” See the 
Trainer’s Aid, Annex 5, for the reference to this handout. 


Sample Performance Monitoring Checklist 


Annex 7 


Handout 3: Sample Performance Monitoring Checklist 


This handout was taken directly from Module 9 of the Procurement Capacity Toolkit (Exhibit 
9-2). It should be used as an aid to the exercise “Developing a Supp


Monitoring 
Indicator # Compliant # Noncompliant Percent 


Compliant Information/Comments 


Supplier Deliveries 
Shipments    
delivered on time 
in compliance with 
contract delivery 
requirements. 


 


Adherence to Delivery Instructions 
Shipments arrived     
at port stipulated in 
contract. 
Correct quantity 
delivered per the 


  


contract. 


  


Shipments arrived 


hipped under 


onditions if 
quired). 


    
under proper 
shipping 
conditions 
(s
proper 
temperature 
c
re


Provision of Documents 
S
a


upplier provided 
dvance copies of 
ocuments 
ccording to 
ontract terms. 


    


d
a
c
Shipments arrived 


ith all required 
ocuments 
orrectly and 
ompletely filled 
ut and signed. 


    
w
d
c
c
o
Supplier shipped 
orrect package 
ize. 


    
c
s
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Monitoring 
Indicator # Compliant # Noncompliant Percent 


Compliant Information/Comments 


Packing and Labeling 
Shipments with 
primary packages 
labeled correctly. 


    


Shipments with 
shipping cartons 


    


labeled correctly. 
Packaging Materials 


Shipments with 
ext ng 
suf d 
to ensu


 good 


ernal packagi
ficiently rugge


re arrival 
in-country in
condition. 


    


Technical Specifications 
Products meet all
specification 


 


requirements. 


    


Products pass 
visual inspection. 


    


Products pass 
 


    
quality assurance
testing. 
Shipments with 


ation, 
rtificate 


    
requested quality 
assurance 
document
such as Ce
of Analysis. 


Product Shelf Life 
Products ship
with a shelf li
greater tha


ped 
fe 


n or 
equal to that called 


    


for in the contract. 
Compliance With Contract Financial Terms 


Invoices that 
comply with 
contract pricing 
terms. 


    


Shipments 
correctly insured 
and shipped 
according to 
INCOTERMS* 
stated in the 
contract. 


    


* INCOTERMS are rules for interpretation of the most commonly used terms in foreign trade to describe how goods will be shipped, who is 
sponsible for them at each stage of the process, and who pays which costs.  re
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This h  ( t s se Su .”
re n


Supplier Name: _______ __________ t Number: _ ____ _ Month: _____


x 8:


ando


Handout 4—Sa


ut was taken from
the Trainer’s Aid, Annex 5, for 


_____


mple Sup


 Module 9
the refe


ier Perform


Exhibit 9-3). I
nce to this ha


     Contrac


nce Scorecar


hould be used 
dout. 


_____ ____


d 


as an aid


____


 to th


_     


e exerci


 ___


 “Developing a 


________ 


pplier Scorecard  See 


 


DELIVERY Numerator Denominator Score (%) 
  # of on-time ents Total shipments    shipm


1.  Percentage of shipments delivered on time 88 100 88.0% 
  # of full shipments Total shipments   


2.  Percentage of shipments fully delivere 88 100 88.0% d 
  # with adequate documents Total shipments   


3.  Percenta
ment


ge of shipments with adequa
docu s received on time 95 00 


te 
1 95.0% 


QUALITY       


  
of products with correct 
ckage size and quantity ducts   


# 
pa Total # of pro


4.  Percenta
uanti


ge of products with correct p ge size 
and q ty 


acka
192 200 96.0% 


  f products undamaged ducts   # o Total # of pro
5.  Percentage of products received unda ed 
due to adequate packaging 194 00 97.0% 


mag
2


  # of products passed ducts   Total # of pro
6.  Percentage of products that passed q
control testing 198 200 99.0% 


uality 


  # of products in compliance Total # of products   
7.  Percentage of products that comply w helf-life 
require nts 188 200 


ith s
me 94.0% 


Trainer’s G
uidelines 


CUSTO ER SERVICE M       
  # of correct invoices Total # of invoices   


8.  Percentage of invoices that comply with contract 
pricing d terms 97 100 97.0% an
SUPPLIER RATING 94.25% 
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Annex 9 


Workshop Evaluation 


The workshop evaluation highlights the strengths and weaknesses of the training provided 
by the ilitators is
altered to better  the needs of the facilitator. 


Workshop Evaluation 
 


Session(s) attended:  


 


 fac . Th
suit


 aids in future improvement. The questions listed below can be 


 


Date(s) attended:  


 


 
1. ainin bj ves: 


Were they clearly explained
Were they re uring urs
We t  t


. h  sufficient time for questions and discussions by the group? 


.  b fits y e e from t trai ? (c k al  apply


e now g a pertinen  my ren siti
p ic ap a s, lls, or te que at I  app n the . 
h e of it  t  will help  in job. 


: __ _ _ ____ ___ _ __ _____________ 
___ _ _ ____ ___ _ __ _____ ______ 


.  w  the j t s of th ain


 Tr


• 


• 


• 


Comm


 Was t


 What


___ N
___ S
___ C
___ O
_____


 What


g O


re 


ent


ere


ene


w k
ecif
ang


ther
___


ere
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ey 


? 
the co
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ed d
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e? 
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2
 
 
 
3


 
4
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led
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___
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 ski
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_____
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__







 Trainer’s Guidelines 
 


Procurement Capacity Toolkit Trainer’s Guidelines-50 


5. What is your evaluation of the materials (Toolkit, handouts, etc.) that you received? 


If not, why not? 
 
 


ges would you recommend for improving this training? 


. What will you do differently when you return to your job as a result of this training? 


ls, topics covered, setting, visual aids, etc.). 


0. Please rate your overall evaluation of this training: 


 
 
 
Op


____ 


lace of work __________________________________________________ 


 
 
 
6. Would you recommend this training to others? 


If yes, to whom? 
 
 


 
7. What significant chan
 
 
 
 
 
8
 
 
 
 
 
.9  Please add any other comments about any aspect of the training (regarding the 


trainers, materia
 
 
 
 
 
1
 


4        3        2         1   
     Excellent            Good            Satisfactory          Unsatisfactory 


tional: 
 
Name __________________________________
 
P
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Annex 10 


Pre-/Post-test  


icipants at the beginning of a 
workshop to develop a baseline of their knowledge prior to training. The same test was 
administered at the end of the workshop in order to measure how much participants had 
lear ed nce between the two tests is the title; the first test is called 
“Pretest,” and the second test is called “Post-test.” 


Date: ____________________ 


 
1. eproductive health goods include pharmaceuticals. True    False 


fety.  
3. he regulation of reproductive health goods by the National 


harmaceutical Regulatory Authority does not impact procurement.  
True    False 


4. he amount of time it takes from the receipt of funding to the delivery of True    False 


True    False 


6. electing a supplier is the most critical link in the reproductive health 
pply process. 


True    False 


7. here is no difference between the cost of the product and the price of 
e product. 


True    False 


8. uppliers. True    False 


9. Upon receipt of the procure e uisition, the information should
con


True    False 


10. id openings are not open to the public. True    False 


11. ids are evaluated based on the relationship between the purchaser and True    False 


12. n aspect of contract performance and monitoring is monitoring the True    False 


13. 


14. The two procurement options are the direct approach and the indirect 
approach. 


True    False 


Below is an example of a pre-test that was given to part


n . The only differe


Pretest 
Name: ___________________ 


R


2. In the purchase of reproductive health goods, cost is more important than True    False 
sa
T
P


T
goods is generally 12 months or more. 


5. Good public-sector procurement is based on competitive bidding. 


S
su


T
th


A procurement requisition includes the names of potential s


ment r q  be 
firmed because budget availability may have changed. 


B


B
the seller.  


A
payments made to the supplier. 


A product specification should list a brand name for reference. True    False 
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enge during the procurement process is building product quality 
n into the bidding documents. 


True    False 


past contracts should be considered when True    False 


lse 


 


 False 


20. There are two phases of the reproductive health supply process: the 
procurement process and the performa


True    False 


15. One chall
protectio


16. Supplier performance on 
deciding future contract awards. 


17. The only resource for product price information is previous contracts.  True    Fa


18. Developing product specifications is part of the procurement process. True    False


19. A bid is an offer to enter into a contract which, if accepted, becomes 
legally binding. 


True   


nce phase. 
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ne the Root Cause: The 5 Whys


Annex 11 


The 5 Whys 


Determi 2 


Asking “Why?” may be a favorite technique of your three-year-old child which drives you crazy, but it 


 
b), you c


, which can lead to the root cause of a problem. Very often, the apparent reason 
for a problem will lead you to another question. Although this technique is called “The 5 Whys,” you 


s before


 
Benefits of The 5 Whys 


• Helps to identify the root cause of a problem.  


• Determines the relationships between different root causes of a problem.  


• A simple tool; easy to complete without statistical analysis.  
 
When are The 5 Whys most useful? 


• When problems involve human factors or interactions.  


• In day-to-day business life. 
 
How to complete The 5 Whys 


1. Write down the specific problem. Writing the issue helps you formalize the problem and 
describe it completely. It also helps a team focus on the same problem. 


2. Ask why the problem happens and write the answer below the problem. 


3. If the answer you just provided does not identify the root cause of the problem that you wrote 
down in step 1, ask “why” again and write down that answer. 


4. Loop back to step 3 until the team is in agreement that the problem’s root cause is identified. 
Again, this may take more or fewer than five whys. 


 
5 Whys example 


Problem statement: Customers are unhappy because they are being shipped products that do not 
meet their specifications. 


Why are customers being shipped bad products? 
Because the manufacturer built the products to a specification that is different from what the 
purchaser and the salesperson agreed upon. 


Why did the manufacturer build the products to a different specification than that determined by 
the purchaser and the salesperson? 
Because the salesperson expedites work on the shop floor by calling the head of manufacturing 
directly to begin work. An error happened when the specifications were being communicated or 
written down. 


Why does the salesperson call the head of manufacturing directly to start work instead of 
following the procedures established by the company? 


 


could teach you a valuable quality management lesson.  


By repeatedly asking the question “Why?” (five times is a good rule of thum
layers of symptoms


an peel away 


may find that you will need to ask the question more or fewer than five time
issue underlying a problem. 


 you find the key 


                                                 
2 Determine the Root Cause: 5 Whys page. iSixSigma website. Available at: http://www.isixsigma.com/library/ 
content/c020610a.asp.  
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Because the “start work” form requires the sales director’s approval before work can begin and 
 manufacturing process (or stops it when the director is out of the office). 


e form require the approval of the sales director? 
 sales director needs to be continually updated on sales for discussions with the chief 


executive officer. 


. 


as? 


ker game. 


 good hand. 


s you can see in both examples, the final why leads the team to a statement (the root cause) that the 
ch quicker to come up with a separate system that keeps the sales 


slows the


Why does th
Because the


 
In this case, only four whys were needed to find out that an unnecessary signature authority is 
causing part of the process breakdown. 
 
Let’s take a look at a slightly more humorous example using The 5 Whys 


Problem statement: You are on your way home from work and your car stops in the middle of the 
road. 


Why did your car stop? 
Because it ran out of gas


Why did it run out of g
Because I did not buy gas on my way to work. 


Why did you not buy gas this morning? 
Because I did not have any money. 


Why did you not have any money? 
Because I lost it all last night in a po


Why did you lose your money in last night’s poker game? 
Because I am not very good at bluffing when I do not have a


 
A
team can take action on. It is mu
director updated on recent sales or teach a person to “bluff” a hand than it is to try to directly solve the 
stated problems above without further investigation. 
 
Quotation 


“If you don’t ask the right questions, you don’t get the right answers. A question asked in the right way 
often points to its own answer. Asking questions is the ABC of diagnosis. Only the inquiring mind 
solves problems.” ~Edward Hodnett 
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An


Tra


Thi strates the use of process mapping as it applies to the reproductive 
s 


e process map.  


Identifying key steps, units responsible, and time frames 
 


nex 12 


iner’s Aid: Supply Process Mapping 


s exercise demon
health supply process. The Trainer’s Aid assists the facilitator in guiding the participant
through the process of developing th


Trainer’s Aid—Supply Process Mapping 


List of materials:  
• s Map—Procurement Review of Subcontracts/Amendments Handout: Example Proces


[Annex 13] 
 
Instructions to trainer: 
1. ngOn a flipchart, write the first phase heading Program Planni . Below the heading, make 


a column for each element under this phase and title the columns Defining Reproductive 
Health Supply Requirements, Specifications, Assessment of Procurement Options, and 
Budget, Funding, and Procurement Requisition.  


2. Ask participants if they would retain or eliminate any of the four elements in the 
process. Then ask how they would reword the elements to be more applicable to their 
terminology, and to make them depict actions. Any additions and/or suggested changes 
should be made to the headings. 


3. Going through one element at a time, ask participants to brainstorm 1 to 3 key steps for 
each element. Suggestions should be written under the heading as they are made; they 
do not need to be in the proper sequence. Make sure to leave some space between 
each key step so that the unit responsible can be written in later. When complete, ask 
participants if there are any other key steps that should be added to any of the elements 
and include them in the appropriate columns. 


4. Once the group agrees that there are no other key steps to be included under the 
headings, review each of the key steps and ask participants to order them in sequence of 
which step occurs first, second, and so forth. Number the steps according to the 
suggestions. Should two or more key steps occur within the same time frame, number 
them the same. 


5. Go through each of the key steps again and ask participants to name the unit responsible 
and the estimated time frame for each step. Write the responses on the flipchart. 


6. Once complete, go over the other two phases (Procurement Process and Performance) 
and the remaining six elements. Perform one phase at a time on a separate flipchart for 
each, going through the instructions above. 


7. One of the facilitators can record the information on the flipchart while the other is 
taking notes in a notebook of the full discussion.  


8. The end result should be a process map of the reproductive health supply process that 
lists the key steps under each element and the unit responsible and time frame for each.  
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rement Review of Subcontracts/ 


od 
nts know what they are working 


toward. 


Annex 13 


Handout: Example Process Map—Procu
Amendments 


This handout provides participants with an example of a completed process map. It is go
to provide a visual aid of the final product so participa


 
ample process map Ex


 


 


 


 


 


 


 


 


 


 


 


 


 


Key: 
GCS: Grant and Contract Services 
PADM: Project Administrator 
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The development of a supply process map is done in two stages: (1) Brainstorming and 


The supply process is triggered by release of budget numbers from the Ministry of Health 
OH). 


AM PLANNING (Time frame = 1 month) 
1) Defining Reproductive Health Supply Requirements (occurs in April) 


• Product defined by Essential Medicines List 
• Selection/Quantification (Permanent Secretary [PS] and Medical Stores 


Limited [MSL] work together); time frame = 1–2 weeks 
i. Selection of product by essentialness  
ii. Quantification  


• Cost estimate: CIP (“carriage [freight] and insurance paid to”), prior bids (PS 
[has main responsibility], MSL, and Procurement [Proc]); time frame = 1 week 


• “VEN analysis” VEN = vital, essential, nonessential (PS and MSL); time frame 
= 1 week 


Total time = 2–3 weeks 
 


2) Specifications 
• Defining specifications (PS); occurs in step 1 above  


i. Know form: powder, tablets, etc. 
ii. Know strength 
iii. Labeling conditions 
iv. Standard to use (pharmacopeia) 
v. Special storage conditions 
vi. Package requirements: blister pack, etc.  
vii. Package size requirements: # of tabs, etc. 


• Verification and expansion of specifications (Proc); time frame = 2–3 days 
Total time = 2–3 days 
 


3) Assessment of Procurement Options  
(not as applicable; assumed the process map addresses MOH purchases only) 


• Nature of product will determine the option 
• Determination of gap (included in cost estimate stage) 


Solicitation of funds (drug supply budget line (DSBL) planning)—branch off at 
ements 


onditions (procurement agent may be required, etc.) 
 


4) Budget, Funding, and Procurement Requisition 
• Budget known in April 
• Issuing of procurement request (PS); time frame = 1 week  
• Sole source decision under defining requirements 
• No “need date” determined; if hot, would be emergency purchase 
Total time = 1 week  
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Exercise Results: Supply Process Mapping 


organizing ideas. After that has been completed, (2) converting the process outlined from 
the brainstorming session into the process map. Below is an example. 


(M
 
PROGR


• 
defining requir


• Funder c







 Trainer’s Guidelines 
 


Procurement Capacity Toolkit Trainer’s Guidelines-58 


PROCESS (Time frame = 3–5 months) 
rement Planning decisions are completed in the Program Planning phase 


g Offers 


ctronic copy 
 weeks 


• Bid floatation (Tender Board); time frame = 4–6 weeks 


 


d close bids, stamp documents (Tender 


= 1–


 award contract per 


nd sending to supplier: notify supplier (Proc); time frame 


review of contract; time frame = 2 weeks 
 Proc); time frame = 2–4 


 
PERFOR


1) Co
ipping documents (Proc) = 


 


= 2–3 weeks 


 
3) 


 time 


 payment (Accounting/Accounts 


 
OVERALL 


PROCUREMENT 
1) Procu
 
2) Developing Bidding Documents and Invitin


• Already have a prequalified supplier list 
• Preparation of bidding documents: using standard bidding documents, 


incorporate needs into template (Proc); time frame = 2–3 days 
• Sending to Zambia National Tender Board: hard and ele
• Review of documents (Tender Board); time frame = 1–2


Total time = 5–9 weeks 


3) Selecting Suppliers 
• Announcement of bid costs: open an


Board); time frame = 1 week 
• Evaluation of bids (Proc as Secretariat + other stakeholders); time frame 


2 weeks 
o Recommendation to Ministerial Bid Committee 


• Reporting to Tender Board: provide authority to
reco 1–2 weeks 


Total time = 3–5 weeks 
mmendation (Tender Board); time frame = 


 
4) Contracts 


• Drafting of contract a
= 1 week 


• Supplier 
• Opening of letter of credit: for int’l only (Accounts and


weeks 
Total time = 5–7 weeks 


MANCE (Ti e frame = 4–6 months) 
t  e


m
n ract P rformance and Monitoring  
• Checking of Certificate of Analysis with copy of sh


2–3 weeks 
• Supplier sends delivery schedule = 2–3 weeks 


schedule (MSL) = 1 week • Review of delivery 
otal time = 5–7 weeksT


 
2) Delivery of Goods  


•  Delivery of goods; time frame = 8–12 weeks
• Quality assurance at medical stores (MSL); time frame 
Total time = 10–15 weeks 


Supplier Payment 
 Review of documents from MSL and disbursement to Accounting (Proc);•


frame = 1–2 days 
• payment and finalProcessing of supplier 


Payable); time frame = 2–4 weeks 
Total time = 2–4 weeks 


TOTAL TIME = 35–52 weeks; 8–12 months 
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Central Procurement Process Timeline 


Program Planning


Procureme
Pro


nt 
cess  


Performance 


Program planning, 1 month 


Procurement Process, 3 to 5 months 


Performance, 4 to 6 months 


Procurement
Process


 Program 
 Planning  


Performance


Total Time =
8 to 12 months


Delivery of Request for
Procurement Goods 


Contract







 


 


Central Procurement Process: Program Planning Phase 


 


 


Key 
MOF: Ministry of Finance 
DCC&DS: Director of Care and Diagnostic Services 
PS: Pharmacy Specialist 
PSU: Procurement and Su lies Unit 
DSBL: Drug Supply Budg
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Central Procurement Process: Procurement Process Phase (for bids greater than US$1 million) Procurem
ent C


apacity T
oolkit 


T
rainer’s G


uidelines-61 


 


Key: 
PS: Pharmacy Specialist 


 Procurement and Supplies Unit PSU:
TB: Tender Board 
MOH: Ministry of Health 
 


 







 


 


 


Central Procurement Process: Performance Phase 


Key: 
PSU: Procurement and Supplies Unit 


Accounts Payable 
MSL: Medical Stores Limited 
Accts: Accounting/
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Supplementary Topics 


 


Introduction 
Throughout the Procurement Capacity Toolkit, many topics were introduced within specific 
modules that deserved additional writing. Rather than detract from the main topic of each 
module, the authors added this supplementary section, where specific topics are highlighted 
and discussed in further detail. Each of the topics in the supplementary section has some 
impact on the procurement process described in the body of the Toolkit. The supplementary 
topics were written as stand-alone pieces, intended to be read as individual documents. 
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Contents 


A. Anticorruption Issues 


B. e-Procurement 


C. Letters of Credit 


D. Payment Terms and Methods of Funds Remittance 


E. Prequalification 


F. Procurement Agents  


G. Procurement Models: Centralized vs. Decentralized 


H. Product Quality Assurance 


I. Product Inspection and Testing 


J. Recordkeeping 


K. Regulatory Authorities 


L. Standard Operating Procedures 


M. World Bank Standard Bid Evaluation Form 
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A. Anticorruption Issues 


Corruption undermines the economic and political foundations of a country and hinders the 
growth of trade and investment needed for development. In addition to negatively impacting 
economic development, corruption misallocates scarce resources, reduces resources for 
social services, dilutes public integrity, and violates human rights. This is especially true in 
developing countries where economic resources are limited and public institutions can be 
fragile. Corruption disproportionately impacts the poor and hinders efforts to achieve the 
United Nations Millennium Development Goals, which are aimed at measuring 
unprecedented global efforts to meet the needs of the world’s poorest. 


The consequences of corruption in the public health sector are especially critical, where the 
wastage of public resources can lead to reduced access to high-quality essential medicines. 
While it is impossible to determine the overall costs of corruption in the health sector 
worldwide, there is evidence that it amounts to tens of billions of dollars. It is estimated that 
annual earnings from the sale of counterfeit drugs in the United States alone amount to 
more than US$30 billion, which is only one component in the range of corrupt practices 
that exist.* 


1. Forms of Corruption 
The common forms of corruption as described by the World Bank are†: 


• Corrupt practice: The offering, giving, receiving, or soliciting, directly or 
indirectly, anything of value to influence the actions of persons in the procurement 
process or contract execution. 


• Fraud: The intentional, false representation or concealment of a material fact for 
the purpose of inducing another to act to his or her own detriment, thus benefiting 
the fraudulent party. 


• Collusion: A scheme or arrangement between two or more bidders designed to 
establish prices at artificial or noncompetitive levels. 


                                                 
* Transparency International. Global Corruption Report 2006—Part 2: The scale of the problem. Page 25. Available at: 
http://www.transparency.org/publications/gcr/gcr_2006#download. 
† World Bank. Guidelines—Procurement Under IBRD [International Bank for Reconstruction and Development] Loans and IDA 
[Foundation] Credits. Washington, DC: World Bank; 2004: 8–9. Available at: http://siteresources.worldbank.org/ 
INTPROCUREMENT/Resources/Procurement-May-2004.pdf. 



http://www.transparency.org/publications/gcr/gcr_2006#download

http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf

http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Procurement-May-2004.pdf
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• Coercion: Harming or threatening to harm, directly or indirectly, persons or their 
property; influence their participation in the procurement process; or affect the 
execution of a contract. 


A personal conflict of interest can also be viewed as a form of corruption and can damage 
the reputation of public-sector procurement entities. Conflicts of interest arise when 
individuals with the responsibility to serve the public participate in activities that jeopardize 
their professional judgment, objectivity, and independence. They can also compromise the 
integrity and objectivity of the procurement process. Activities such as personal business 
ventures or associations generally serve personal interests or gains rather than the 
objectives of the individual’s official duties. Common practices that can generate conflicts of 
interest include the distribution of free samples, gifts, and sponsored trips.  


2. Vulnerability of the Health Care and Pharmaceutical 
Sector to Corruption 


The health care and pharmaceutical sector is extremely vulnerable to corruption due to the 
considerable amount of money and commodities changing hands each year. Corruption can 
occur at different stages of the supply chain and take on different forms. For example, 
government officials may slow down the registration process in order to solicit payment 
from suppliers or suppliers may bribe officials to register medicines without the required 
information and data. Bribery can occur in the selection of medicines to be purchased, in the 
determination of a country’s essential medicines list, or in the selection of which products 
are reimbursed through government social insurance programs. Favoritism can also occur 
during the process of selecting members for medicine registration boards.  


As a result, large quantities of drugs and medical supplies can be lost along the distribution 
chain through theft or embezzlement by practices such as record falsification, dispensing 
drugs to ghost patients, and health care workers pocketing patients’ payments. 


For example, drug diversion throughout the supply chain in the public sector in developing 
countries can often exceed 15 percent.‡ Two dangers in particular for HIV/AIDS drugs are 
the parallel drug trade and fake or counterfeit drugs. In parallel trading, drugs produced and 
sold at lower prices for the public-sector market are diverted and resold in the private 


 
‡ U4 Brief No. 4: Anti-Corruption in the Health Sector—Preventing Drug Diversion Through Supply Chain Management. 
Written for the U4 Anti-Corruption Resource Centre by Taryn Vian, Assistant Professor of International Health, Boston 
University School of Public Health. 2006. Available at: http://www.u4.no/document/u4-briefs/u4-brief-4-2006-health-drug-
diversion.pdf. 
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sector at higher prices. Often, pressures to rapidly scale up treatment programs in 
developing countries can require that funds be spent quickly, a known risk factor for 
corruption. 


3. Causes of Corruption 
Corruption principally occurs when social, judicial, political, and economic institutions 
operate in a system lacking checks and balances, and when policies do not enforce 
accountability, integrity, and transparency. Key determinants of a system susceptible to 
corruption as defined by the United Nations Development Programme are as follows: 


• Poor transparency surrounding executive decisions combined with restricted public 
access to information. 


• Elaborate regulatory systems allowing for discretionary decision-making. 


• Weak systems of oversight and enforcement. 


• A compensation structure within a state administration in which individuals receive 
meager salaries and have ample opportunity to engage in corruption. 


• Low risk of exposure or probability of being caught, with few criminal 
consequences. 


• Soft social norms allowing for a high tolerance for corrupt activities. 


• The level of political stability or instability within a country. 


Corruption in procurement and contracting within the health sector are similar to those 
that appear in other sectors, but some of the characteristics that increase the risk of 
corruption include: 


• The complexity of the process to procure drugs and equipment.  


• The number of parties involved in the procurement process, such as contractors, 
suppliers, medical institutions, administrators, regulators, and medical staff. 


• Marketing practices by pharmaceutical companies that at times increase demand for 
products. 


• Suppliers that use different prices for the same pharmaceutical product at different 
distribution tiers. 


• Emergency situations that require rushed procurement decisions. 
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4. Measures to Address Corruption 
The principal means for addressing corruption is to establish a procurement environment 
and system under which ethical procurement practices are fostered and supported. Key 
characteristics of an ethical, well-functioning public procurement system are transparency, 
open competition, economy and efficiency of the procurement process, fairness, and 
accountability toward the bidders. A clear, comprehensive legal and institutional framework 
is necessary to promote these characteristics and govern all aspects of the procurement 
process. At a minimum, procurement processes should provide for: 


• Wide advertising of bidding opportunities and, if possible, using Internet postings or 
the World Bank and Inter-American Development Bank’s Development Gateway 
Market (http://www.dgMarket.org) website. 


• Maintenance of records related to the procurement process. 


• Predisclosure of all criteria for contract award. 


• Contract award based on objective criteria. 


• Access to a bidder complaint review mechanism. 


• Public disclosure of the results of the procurement process. 


Other components and tools of an ethical procurement system include§: 


• A clear institutional framework that separates those who carry out the 
procurement function from those who have oversight responsibilities. 


• An independent agency that is responsible for overall procurement policy 
formulation and oversight regarding the proper application of procurement rules 
and regulations. 


• Creation of conflict of interest policies and procedures, including identified areas of 
risk, a mechanism for registering personal interests and assets, and a policy to 
protect whistleblowers. 


• Mechanisms for enforcement, including the right to audit and bidder complaint 
review processes. 


• Monitoring systems for the procurement process that are transparent, accountable, 
and independent.  


                                                 
§ World Bank. Elements that Constitute a Well Functioning Public Procurement System. Country Procurement 
Assessment Report (Attachment 1). Available at: http://go.worldbank.org/37ANTSRFF0. 



http://www.dgmarket.org/

http://go.worldbank.org/37ANTSRFF0
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• Reporting systems that are based on identified performance indicators and external 
audits to verify procurement accounting records. 


• A well-trained procurement staff, technical assistance training for procurement 
officers, and training on existing procurement mechanisms. 


• Established lists of reliable and well-performing suppliers. 


• Use of price comparison tools, such as the International Drug Price Indicator Guide 
published by Management Sciences for Health. 


• Use of tools such as the World Health Organization’s manual for Measuring 
Transparency in Medicines Registration, Selection, and Procurement: Four Country 
Assessment Studies (2006). The manual covers the functions of registration, 
promotion, inspection, selection, and procurement, as well as instructions on 
collecting and calculating 51 indicators to monitor transparency. 


Reducing poverty is a fundamental justification for fighting corruption. Corruption is a 
worldwide problem, but one that disproportionately affects the world’s poor. Improving 
efficiency, accountability, and transparency in the procurement of goods and delivery and 
administration of public services are key elements to reducing corruption. Minimizing 
corruption requires an integrated and holistic approach that targets key institutional 
reforms, political and social accountability, and public acceptance of corruption. 


Resources 


The International Drug Price Indicator Guide, published by Management Sciences for 
Health since 1986, provides a spectrum of prices from pharmaceutical suppliers and 
procurement agencies (such as the IDA Foundation) based on their current catalogs or 
price lists. It also contains prices obtained from international development organizations and 
government agencies. 


Look up drug/contraceptive prices at http://erc.msh.org/mainpage.cfm?file= 
1.0.htm&module=DMP&language=English. 


Alternatively, you can order the 2008 guide on CD-ROM at http://www.msh.org/resource-
center/ebookstore/product.cfm?p=33.  


Measuring Transparency in Medicines Registration, Selection, and Procurement: Four 
Country Assessment Studies, published by the World Health Organization in 2006, is 
available at http://www.who.int/medicines/areas/policy/goodgovernance/Transparency 
4CountryStudy.pdf. 



http://erc.msh.org/mainpage.cfm?file=1.0.htm&module=DMP&language=English

http://erc.msh.org/mainpage.cfm?file=1.0.htm&module=DMP&language=English

http://www.msh.org/resource-center/ebookstore/product.cfm?p=33

http://www.msh.org/resource-center/ebookstore/product.cfm?p=33

http://www.who.int/medicines/areas/policy/goodgovernance/Transparency%0B4CountryStudy.pdf

http://www.who.int/medicines/areas/policy/goodgovernance/Transparency%0B4CountryStudy.pdf
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U4 Anti-Corruption Resource Centre Website 


The U4 Anti-Corruption Resource Centre assists donor practitioners in more effectively 
addressing corruption challenges through its development support. U4 serves eight 
development agencies: Norad (Norway), Department for International Development 
(United Kingdom), Canadian International Development Agency (Canada), GTZ (Germany), 
MinBuZa (the Netherlands), Swedish International Development Cooperation Agency 
(Sweden), Belgian Technical Cooperation (Belgium), and AusAID (Australia). The website 
home page can be found at http://www.u4.no/index.cfm. 


The U4 website also has a focus on procurement of health-sector commodities and tools to 
fight corruption specifically in the health-sector area. Read Corruption in the Health 
Sector: Management of Medical Supplies at http://www.u4.no/themes/health/ 
healthmedicalsupplies.cfm and Corruption in Public Procurement: Health Sector at 
http://www.u4.no/themes/procurement/procurementinhealth.cfm. 


Transparency International 


Transparency International (TI), a global civil society organization leading the fight against 
corruption, brings people together in a powerful worldwide coalition to end the devastating 
impact of corruption on men, women, and children around the world. TI’s mission is to 
create change toward a world free of corruption. The TI website has many effective tools 
that can be used to curb corruption. 


http://www.transparency.org/  


Medicines Transparency Alliance 


The Medicines Transparency Alliance is a multi-stakeholder alliance working to improve 
access to and affordability of medicines for the one-third of the world’s population unable to 
access essential medicines due to high cost or local unavailability. The organization also has a 
focus on fighting corruption.  


http://www.medicinestransparency.org/  


World Bank 


The World Bank is an international financial institution that provides leveraged loans to 
poorer countries for capital programs for the goal of reducing poverty. The Bank has 
identified corruption as among the greatest obstacles to economic and social development. 
It undermines development by distorting the rule of law and weakening the institutional  



http://www.u4.no/index.cfm

http://www.u4.no/themes/health/%0Bhealthmedicalsupplies.cfm

http://www.u4.no/themes/health/%0Bhealthmedicalsupplies.cfm

http://www.u4.no/themes/procurement/procurementinhealth.cfm

http://www.transparency.org/





A Supplementary Topics 
 


Procurement Capacity Toolkit Anticorruption Issues-7 


foundation on which economic growth depends. The World Bank’s website on 
anticorruption provides information on addressing this problem.  


http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPUBLICSECTORANDGOVER
NANCE/EXTANTICORRUPTION/0,,contentMDK:21540659~menuPK:384461~pagePK:148
956~piPK:216618~theSitePK:384455,00.html 


Organisation for Economic Co-operation and Development 


The Organisation for Economic Co-operation and Development (OECD) is an international 
organization of 30 countries that accepts the principles of representative democracy and 
free-market economy, seeks answers to common problems, identifies good practices, and 
coordinates domestic and international policies. The mandate of the OECD is broad, 
covering economic, environmental, and social issues. The OECD website on corruption 
provides information on improving good governance to fight corruption. 


http://www.oecd.org/topic/0,3373,en_2649_37447_1_1_1_1_37447,00.html 



http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPUBLICSECTORANDGOVERNANCE/EXTANTICORRUPTION/0,,contentMDK:21540659%7EmenuPK:384461%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:384455,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPUBLICSECTORANDGOVERNANCE/EXTANTICORRUPTION/0,,contentMDK:21540659%7EmenuPK:384461%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:384455,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTPUBLICSECTORANDGOVERNANCE/EXTANTICORRUPTION/0,,contentMDK:21540659%7EmenuPK:384461%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:384455,00.html

http://www.oecd.org/topic/0,3373,en_2649_37447_1_1_1_1_37447,00.html
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B. e-Procurement 


Electronic procurement, or e-procurement, refers to the automation of any part of the 
procurement process with electronic tools. e-Procurement solutions can range from a 
system that is fully integrated with purchasers’ systems (e.g., linked with the warehouse 
management system), to partial automation of an organization’s processes, to simply using a 
supplier’s online tools. Many organizations are interested in automating some or all of their 
procurement activities to reap the benefit of reducing overall costs and the cycle time 
needed for the procurement process. Along with the potential benefits, there are additional 
costs and challenges facing any organization that plans to incorporate e-procurement.  


It should be noted that a successful electronic system can only be built on existing sound 
procurement policies and practices. In other words, technology upgrades will not remedy a 
procurement system in need of process improvements.  


1. e-Procurement Solutions 
Organizations requiring a comprehensive e-procurement solution can purchase software 
packages from numerous vendors. The software generally includes features such as the 
ability to see and analyze organization-wide spending trends (spend visibility); online catalog 
management; automated procurement requisitions and approvals; electronic Requests for 
Proposals and bidding documents; electronic purchase order creation and submission; direct 
connections between buyers’ and suppliers’ online systems; warehouse management; and 
electronic invoicing, invoice matching, and payment.**


   


It is important to note that scanning documents and emailing them is not a comprehensive 
e-procurement solution. However, a movement toward electronic transactions is the first 
step and does save time and money. Similarly, an electronic system can assist with managing 
bidding documents, including distributing the documents to suppliers and capturing their 
responses. The electronic system would also become the document archive.  


a. Potential Benefits 


Many of the benefits associated with e-procurement relate to the reduction of resources 
needed to administer the procurement processes. This allows procurement staff to focus on 


                                                 
 
** Australian Government Information Management Office. Strategic Guide to e-Procurement. 2006. Available at: 
http://www.finance.gov.au/Publications/strategic-guide-to-e-procurement/index.html. 



http://www.finance.gov.au/Publications/strategic-guide-to-e-procurement/index.html
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procurement strategy rather than the transactions. Some of the other potential benefits of 
e-procurement are: 


• Reduced manual entry and manipulation of orders and invoices, which decreases 
errors. 


• Decreased or eliminated paperwork. 


• Reduced time needed to source products and suppliers. 


• Reduced costs of advertising, printing, and mailing Requests for Proposals. 


• Comprehensive audit trail and document archives. 


• More consistent and transparent processes that decrease opportunities for 
corruption. 


• Enhanced reporting capabilities that can be used to better monitor business 
activities and compliance with procurement policies. 


• An improved invoice payment process that is faster and more accurate than manual 
processes.  


• A prompt invoice payment process that can be useful for negotiating better terms 
or prices with suppliers.  


b. Potential Challenges  


As with the implementation of any new system, there are challenges an organization may 
need to address. The potential challenges associated with e-procurement are:  


• Conducting good procurement practices on which to build the e-procurement 
system. 


• Obtaining interdepartmental coordination with all departments impacted by e-
procurement. 


• Managing change throughout implementation to keep stakeholders aware of the 
new systems and processes.  


• Potential implementation failure of e-procurement software and systems.  


• Developing a realistic project scope and budget. 


• Obtaining political will to transform existing government functions.  


• Accessing adequate capacity to design and implement solutions. 
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• Adequately addressing privacy protection components of the e-procurement 
system.     


• Providing security to the e-procurement sites from attack and misuse. This is 
important because security breaches can shatter public trust in procurement. 


• Obtaining sufficient resources, people, and money to implement the e-procurement 
system. 


2. e-Procurement Considerations 
a. Costs 


The cost of e-procurement software can be substantial and may be prohibitively expensive 
for smaller organizations and much of the public sector. Organizations must consider not 
only the price of the software itself but other costs associated with the system and its 
implementation. Those additional costs include networking infrastructure, information 
technology hardware and software, application design, development and implementation, 
training, and maintenance of equipment. There is also the time required for employees to 
learn the new system.  


Most e-procurement activities in a government sector will need to be made available offline 
as well as online. While there can be savings even in this mode, the need to have offline and 
online operations in the initial phase will mean some additional costs. 


b. Organizational Considerations 


Given the costs, an organization should begin with analysis of current systems to determine 
if the benefits of e-procurement will be worth the investment. The first step is to perform a 
spend analysis. The spend analysis should identify the goods being purchased (spend 
categories), from which suppliers, and the value and number of transactions over a 12-
month period. The data can then be assessed to identify spend categories that will yield the 
greatest benefit from automation. Some spend categories are more suited to e-procurement 
solutions than others. Similarly, e-procurement can offer savings on frequently purchased 
goods or services by reducing the transactional burden.  


An upgrade to automated systems is not simply about technology, but also about the people 
responsible for using the technology. Organization-wide changes can have a dramatic impact 
on staff, and a plan for managing those changes must be carefully considered and 
implemented. Implementers should also be aware that e-procurement systems will have an 
impact that reaches beyond the procurement unit. For instance, the finance, accounting, 
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reproductive health, and legal departments may all be affected. Therefore, it is necessary to 
include them in the planning and adoption of any e-procurement solution. Buy-in and 
participation from the affected units and support from management will help to create a 
positive outcome.  


It is not recommended that an organization attempt to automate all of its procurement 
processes at once. Organizations that cannot afford extensive e-procurement software can 
consider upgrading parts of their procurement system. A partial upgrade should still yield 
results. 


c. Supplier Considerations 


Any e-procurement strategy must take the suppliers’ interaction with the system into 
account. Even with a procurement that is well suited to automation, the supplier might also 
need to be electronically enabled. Supplier willingness and ability to adopt e-procurement 
tools are crucial to successful implementation. Remember that suppliers will also have costs 
associated with e-procurement and may only be interested in a new system if it will provide 
a commercial benefit to them. Suppliers that can expect an increase in order volume will be 
more likely to engage in upgrades. Even if a supplier is not able to fully integrate with an e-
procurement system, it may be capable and interested in using widely available tools such as 
email and spreadsheets. e-Procurement readiness can be included as part of future bid 
evaluations. 


3. e-Procurement in the Public Sector 
The use of e-procurement in the public sector can offer substantial benefits. However, the 
high costs and lack of a one-size-fits-all solution can be overwhelming. Therefore, careful 
consideration and planning must precede the adoption of any new tools. This should not 
deter an organization from seeking out the potential of an e-procurement system. 
Evaluations conducted by independent agencies of some government e-procurement 
projects indicate that costs of accessing services by citizens have been reduced, corruption 
has lessened, and government tax revenues have grown.†† Experience shows that e-
procurement in government can be developed in stages, with projects suitable for different 
levels of technology—in essence, beginning with a hybrid of automated and manual 
processes. Best practice e-procurement countries are Brazil, Chile, India, Romania, South 


 
†† World Bank. Introduction to e-Government: Overview of Key Concepts. Available at: http://web.worldbank.org/ 
WBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNM
ENT/0,,contentMDK:20694364~pagePK:210058~piPK:210062~theSitePK:702586,00.html. 



http://web.worldbank.org/%0BWBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html

http://web.worldbank.org/%0BWBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html

http://web.worldbank.org/%0BWBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html
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Korea, and Sri Lanka. The case study in Section 4 below, on initiating e-procurement in 
Andra Pradesh, India, illustrates some of the challenges found in implementing an e-
procurement system, as well as the benefits derived from it.  


4. Assistance With e-Procurement in the Public Sector 
The World Bank, under loan agreements, provides assistance to client countries in terms of 
e-procurement initiation, design, and implementation. It should be noted that the World 
Bank uses the term e-Government, which is synonymous with e-procurement. Its role can 
include financing e-Government projects and components; supporting e-Government 
approaches through policy advice, strategy formulation, and operational support; establishing 
a forum for knowledge-sharing on e-Government, including hosting video conferences; 
helping clients to create the necessary infrastructure for e-Government; providing technical 
assistance; and promoting the use of information technology in public-sector reforms. 


The World Bank assisted the government of Bangladesh with an e-Government 
procurement readiness assessment, which was conducted in March 2006. The readiness 
assessment involved about 20 public- and private-sector organizations related to public 
procurement. The key components of the readiness assessment were government 
leadership, infrastructure and web services, human resources planning, standards, planning 
and management, private-sector integration, policy, systems, and legislation and regulation. 
The high-level result of the readiness assessment showed little to some evidence that the 
key components (listed above) were in place to support e-Government procurement.‡‡ In 


general, the assessment emphasized the importance of assessing the overall system prior to 
implementation. 


The Mexican government has also taken steps toward e-procurement by providing 
competitive procurement opportunities in 33 of its local governments through its 
Compranet service. Additionally, the Compranet service offers several online services for 
contractors and suppliers, enabling them to search for information on their contracts and 
payments.§§ 


 
‡‡ Government of the People’s Republic of Bangladesh. Electronic Government Procurement Readiness Assessment. 2006. 
Available at: http://www.cptu.gov.bd/EProcurement.aspx. 
§§ World Bank. Introduction to e-Government: Overview of Key Concepts. Available at: http://web.worldbank.org/WBSITE/ 
EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,c
ontentMDK:20694364~pagePK:210058~piPK:210062~theSitePK:702586,00.html. 



http://www.cptu.gov.bd/EProcurement.aspx

http://web.worldbank.org/WBSITE/%0BEXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html

http://web.worldbank.org/WBSITE/%0BEXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html

http://web.worldbank.org/WBSITE/%0BEXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20694364%7EpagePK:210058%7EpiPK:210062%7EtheSitePK:702586,00.html
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In addition to the World Bank, another resource for assistance with e-procurement is the 
Asian Development Bank (ADB) (http://www.adb.org), operating in Asia and the Pacific 
region. The ADB is working with the Philippine government to improve the transparency 
and efficiency of procurement by continuing to strengthen the e-procurement system and 
implement it throughout other aspects of the government. The World Bank teams with 
ADB on these projects. 


e-Procurement systems offer many benefits to procurement organizations and provide 
transactional cost savings over time. The implementation of an e-procurement system is 
dependent on adequate resources, both personnel and budgetary. It is important to take the 
time to consider all factors before making a final decision to transition to e-procurement. 
Seeking out assistance from organizations such as the World Bank can ease the transition 
and help to ensure successful implementation. 


Case Study: e-Procurement in Andhra Pradesh India*** 


Background 


In 2000, the Government of Andra Pradesh (GoAP), India, chose to introduce an e-
procurement platform for procurement of goods, works, and services. Prior to that, the 
GoAP had been using a manual bidding system that required a lengthy process of internal 
authorizations and multiple visits by suppliers to departments, and created large volumes 
of paper-based statements and evaluations. 


Problems of Manual Bidding  


The manual bidding system suffered from the following problems: 


1. Discrimination and delay by government departments in the release of bidding 
documents to suppliers. 


2. Cartel formation by participating bidders to suppress competition. 


3. Physical threats by factions against genuine bidders to prevent them from submitting 
bids. 


                                                 
*** Case Study authors: K. Bikshapathi, Project Manager, e-Procurement; P. Ramarajo, Chief Engineer, Government of 
Andra Pradesh, Immigration Department; and Prof. Subhash Bhatnagar, Indian Institute of Management, Ahmedabad, 
India. March 2006. 



http://www.adb.org/
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4. Bidding document boxes were placed at multiple locations to counter the threats of 
contractor cartels, but this created an additional management and transport burden 
for government officials. 


5. Bidding document files were tampered with or lost as they were physically 
transported through the administrative hierarchy. 


6.  Delays in finalizing bidding documents due to red tape, lack of transparency, and 
manual movement of bidding document files through the administrative hierarchy.  


7.  Exposure of department personnel to interfacing with bidders at every stage of the 
review and approval process, which can lead to subjectivity, favoritism, and other 
undesirable practices. 


8.  Lack of transparency resulting from government departments tightly controlling and 


closely guarding information, creating a lack of trust in the system by bidders, the 
media, and citizens. 


A GoAP subcommittee on bidding reforms proposed creation of an e-procurement 
platform to address these challenges. The recommendation was based on the principle 
that automation of the procurement transactions would reduce human error, enhance 
the integrity of data, bring transparency to government procurements, and facilitate 
process standardization. The GoAP e-procurement process was designed to avoid 
supplier and buyer interaction during the pre- and post-bid processes. The procurement 
process and forms used by different departments were standardized, and to bring 
transparency to the e-procurement process, bidding documents containing all essential 
information and details were hosted on the website. 


Challenges in Implementing e-Procurement 


1.  Selecting a sustainable business model with an appropriate implementation strategy: 


The GoAP decided on a public-private partnership model in which the private 
partner provided technology expertise and upfront investment while recovering costs 
through charges to user departments for completed transactions. 


2.  Ensuring interdepartmental coordination: A high-level steering committee comprised 
of heads of all the participating departments was formed to promote coordination. 


3.  Managing the change process: Implementation of e-procurement required adopting 
new ways of doing business for different stakeholders. Supporting this change process 
was achieved through establishing and monitoring procurement targets for each 
department, identifying project champions within each department to support 
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implementation, and conducting training workshops to effectively communicate the 
objectives and benefits of e-procurement. 


4.  Resolving security and authentication issues: Committed project teams were 
established to support security features. 


Benefits and Cost Savings From Implementing e-Procurement 


1. Bid cycle times were reduced: Prior to e-procurement, government departments 
took 90 to 135 days to finalize high-value bids. At the end of the second year of e-
procurement, bid cycle times had been reduced to an average of 35 days. 


2.  Opportunities for corruption were reduced: Supplier and department interaction 
during pre- and post-bid processes was minimized. The automatic bid evaluation 
process reduced subjectivity in bid evaluation and helped to curb opportunities for 


corrupt practices to a significant extent and increased the accountability of 
procurement officials. 


3.  Cost savings were achieved: Bids processed during the first year of e-procurement 
yielded quotations that were 16 percent less than comparable quotations from the 
previous year of manual bidding. e-Procurement also encouraged competition by 
increased participation. Supplier participation increased from an average of 3 per bid 
in manual bidding to 4.5 in e-procurement. Departments recognized cost savings, 
with an average reduction of 20 percent in procurement transaction costs in 2003–
2004 and 12 percent in 2004–2005. 


4.  Transparency improved: The use of automated bid evaluation through smart forms 
and parameterized qualification criteria improved transparency, reduced subjectivity 
in the bid award process, and reduced corruption. 


Key Outcomes 


1.  Support of political leadership and formation of a high-powered steering committee. 


2.  A participative design process that included workshops attended by all key 
stakeholders. 


3.  A single mode of bid submission established through the e-procurement platform. 


4.  A sustainable model selected that is rational and affordable for the government and 
its implementing partners. 


5.  Committed project teams that support help desk and security features. 
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Resources 
e-Procurement in Government of Andhra Pradesh, India (2006) 


This is a case study of the implementation of e-procurement in the government in Andhra 
Pradesh, India, beginning in 2002. The reason for the implementation, challenges, and 
benefits are outlined in the document, found on the World Bank website. 


http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMM
UNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20870206~men
uPK:702592~pagePK:148956~piPK:216618~theSitePK:702586,00.html 


e-Procurement Assessment Document, Bangladesh 


This report details the findings, conclusions, and recommendations that arose from the  
e-Government Procurement Readiness Assessment Report 2006 in Bangladesh. It serves as an 
example of the thorough assessment needed before launching an e-procurement system. 
The project was part of a wider project, the Economic Management Technical Assistance 
Project H107-BD, funded by the World Bank and the government of Bangladesh.  


http://www.cptu.gov.bd/EProcurement.aspx (downloadable at the bottom of the website) 


How To…Quantify and Realise the Benefits from e-Purchasing (United Kingdom 
Improvement and Development Agency, 2004) 


This document describes e-procurement and its challenges and benefits. 


http://www.idea.gov.uk/idk/aio/70858  


Strategic Guide to e-Procurement (Australian Government, 2006) 


This document provides guidance to agencies in developing e-procurement options, 
understanding business cases, and developing e-procurement plans that suit their needs and 
the needs of their suppliers. 


http://www.finance.gov.au/Publications/strategic-guide-to-e-procurement/index.html 



http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20870206%7EmenuPK:702592%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:702586,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20870206%7EmenuPK:702592%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:702586,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTINFORMATIONANDCOMMUNICATIONANDTECHNOLOGIES/EXTEGOVERNMENT/0,,contentMDK:20870206%7EmenuPK:702592%7EpagePK:148956%7EpiPK:216618%7EtheSitePK:702586,00.html

http://www.cptu.gov.bd/EProcurement.aspx

http://www.idea.gov.uk/idk/aio/70858

http://www.finance.gov.au/Publications/strategic-guide-to-e-procurement/index.html
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Toolkit: Implementing e-Government—Being Ready (New South Wales 
Government, 2001) 


This is a practical guidebook to developing an e-government strategy for New South Wales 
government agencies. Topics include leadership and governance, funding, human resources 
capacity, legal frameworks, customer readiness and accessibility, privacy, technology 
information management, and security. 


http://www.audit.nsw.gov.au/publications/better_practice/2001/e_gov_bpg_sept_01.pdf 


World Bank e-Government Website 


This site is intended as a knowledge repository of e-Government-related information and 
best practices and case studies. e-Government refers to the use of information and 
communications technologies to improve the efficiency, effectiveness, transparency, and 
accountability of government. 


http://www.worldbank.org/egov/ 


 



http://www.audit.nsw.gov.au/publications/better_practice/2001/e_gov_bpg_sept_01.pdf

http://www.worldbank.org/egov/
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C. Letters of Credit 


Letters of credit (L/Cs) have been used for centuries as a way to safely move money around 
the world. In its contemporary form, the L/C permits a commercial bank to act as a trusted 
intermediary between buyer (referred to as the “applicant” in L/C transactions) and seller 
(referred to as the “beneficiary” in L/C transactions), guaranteeing that the seller will 
receive payment when it performs as required, and guaranteeing that the buyer’s funds will 
not be paid out if the seller does not perform as required. Essentially, the bank enters into a 
contract with the seller in which it becomes responsible for the payment.  


For purchasers, the L/C is an opportunity to enforce product quality and delivery 
requirements by linking proof of compliance to payment. This proof may take the form of 
quality assurance documents, inspection or testing certificates, or an authorization for 
shipment signed by the buyer’s representative based on acceptable inspection or testing 
results. 


A wider range of prospective suppliers is likely to be interested in doing business with 
developing economies with the use of an L/C, which can increase competition and 
potentially lower prices. The L/C can also take the place of advance payments, allowing an 
organization to retain control of its funds and even earn interest on them until the goods 
are shipped. 


1. Letter of Credit Rules and Guidelines 
Since 1933, the International Chamber of Commerce (ICC) has published universally 
accepted standards of L/C practice for bankers in its Uniform Customs and Practice for 
Documentary Credits (UCP). 


The UCP defines rights and obligations of the various parties in an L/C transaction. These 
are recommended standards and not legally binding, however; therefore, any given L/C is 
subject to these standards only to the extent indicated in the L/C itself. So while L/Cs do 
not necessarily have to comply completely with the UCP, most banks will not issue L/Cs 
that do not generally conform to UPC standards. 


Over the years, periodic revisions of the UCP have incorporated new developments and 
practices in world trade. The sixth and most recent version is UCP 600 (published in 2007). 
The eUCP supplement published in 2002 provides specific guidance on electronic documents 
and communications. In addition, the ICC published International Standard Banking Practice in 
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2002, which is a resource for bankers regarding the examination of documents presented 
under documentary credits. 


The publications mentioned above are highly recommended to readers who need more than 
high-level information about L/Cs.  


2. Letter of Credit Variations 
The L/C has a number of variations: it may be revocable or irrevocable, confirmed or 
unconfirmed, transferable or nontransferable, or it may be standby or commercial. 


Two main variations of the L/C used in international trade are relevant for most 
reproductive health (RH) purchasers: the irrevocable L/C and the confirmed irrevocable 
L/C.  


a. Irrevocable Letter of Credit 


An irrevocable commercial L/C is a banking instrument that guarantees payment to the 
beneficiary (seller) when it has complied with the terms of the L/C. Usually, these terms 
include shipment of contracted goods, conformity with specified requirements, and 
presentation of specified documentary evidence to the bank proving compliance. Banks deal 
only in documents, rather than intentions. Therefore, they allow no discrepancies between 
the exact and precise requirements stated in the L/C and the documents presented by the 
beneficiary, unless expressly approved by the applicant (buyer). 


b. Confirmed Irrevocable Letter of Credit 


A confirmed irrevocable L/C is a double assurance of payment: the issuing bank makes a 
legally binding promise to pay a beneficiary, and a second bank (the confirming bank) adds its 
own legally binding guarantee to pay if the issuing bank defaults. 


When L/Cs are issued through small, local banks, sellers often require the confirmation of a 
major international bank because they want to be completely assured of reliability. In other 
cases, the seller simply wants payment to be guaranteed by a bank located in its own 
country.  


For RH programs in developing economies, it is important to use a bank for opening an L/C 
that has an official correspondent relationship with at least one major international bank so 
that appropriate confirmations are possible. 
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3. Payment Types  
All credits must clearly state whether they are available by “sight payment” or by “deferred 
payment,” and they must indicate for the bank authorized to pay to incur a deferred 
payment undertaking, to accept drafts, and/or to negotiate.  


When the beneficiary (seller) presents the stipulated documents indicating that the terms 
and conditions of the credit are complied with: 


• Sight payment requires that the nominated (authorized) bank pay the beneficiary 
upon presentation of a “sight draft.”  


• Deferred payment requires that the nominated bank pay the beneficiary on the 
maturity dates determined in accordance with the credit. 


RH purchasers need to be aware of sight payment and deferred payment options when 
drafting contracts, as well as when opening L/Cs, because these options relate to how the 
seller will be paid. “Acceptance” and “negotiation” relate to where the seller will be paid. 
They are not usually addressed in an underlying contract between the buyer and seller, but 
come into play when the L/C is established.  


• Acceptance refers to the acceptance of drafts drawn by the beneficiary on the 
issuing bank (and to pay them at maturity). 


• Negotiation refers to payment without recourse—for example, the giving of 
value for drafts and/or documentation by the bank authorized to negotiate. Mere 


examination of the documents without giving of value does not constitute a 
negotiation.  


4. Contractual Relationships  
There are at least three separate contracts in operation under an L/C arrangement. As the 
reader may have realized by now, each contract is completely independent of the others. 
The contracts include: 


• The sales contract between the buyer and the seller.  


• The reimbursing agreement between the applicant (buyer) and the issuing bank (the 
bank that issues the L/C)—normally a deposit or set-aside of the applicant’s 
(buyer’s) funds in its own bank against the time the beneficiary (seller) fully 
complies with the requirements of the L/C and thus gains access to the payment.  


• The L/C between the issuing bank and the beneficiary (seller). 
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• If the L/C is “confirmed” by another bank, then the confirming bank undertakes its 
own contractual arrangement with the seller (beneficiary), in addition to that of the 
issuing bank. 


a. Role of an Advising Bank 


An advising bank simply provides information with no contractual undertaking; however, in 
practice, the advising bank may also be the confirming bank. 


5. Opening a Letter of Credit 
The buyer (applicant) applies to its commercial bank to issue an L/C in favor of a seller 
(beneficiary). Banks usually provide standard application forms to their customers. These 
vary from place to place, but regardless of the form required, the applicant must describe 
the goods and spell out exact terms of the agreement, such as:  


• How much is to be paid. 


• What form of currency the agreement requires. 


• Time limits for the shipment and presentation of the documents for payment.  


• What documents must be presented in order to allow the bank to pay. 


It is up to the applicant (buyer) to be explicit about these requirements. Words and phrases 
such as “promptly,” “immediately,” and “as soon as possible” should not be used in any 
context. Reference to an underlying contract between the buyer and the seller is not useful 


because the issuing bank has no rights, commitments, or interest in that contract; it is only 
concerned with and bound by the contract between itself and its customer.  


The applicant always bears the risk of any ambiguity contained in its instructions to the bank, 
so it is very important for RH purchasers to ensure that their applications are clear, 
complete, and free of excessive detail that could lead to confusion or misunderstanding.  


In some situations, the RH purchaser will be required to route its requests for opening L/Cs 
through another administrative unit—for example, a finance unit. It is not enough to simply 
transmit a copy of a contract to an intermediary unit (although that might be required as 
well); the RH purchaser should produce a separate document describing the goods, 
specifying how much, on what terms, and in which currencies payment is to be made, and 
indicating time limits for shipment. Most importantly, the RH purchaser must state 
specifically what documents are to be required for payment and by whom they should be 
produced. This is critical in the case of preshipment inspection reports and other tools for 
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assuring the quality and safety of the product, as it is very unlikely that another unit—such 
as a finance unit—would accurately identify every pertinent requirement from a lengthy 
contract.  


If an L/C contains conditions without stating the document(s) to be presented in compliance 
therewith, the bank will deem such conditions as not stated and will disregard them. 


a. Language 


Under international standard banking practice, documents issued by the seller (beneficiary) 
will be in the language of the credit. However, banks may limit the number of acceptable 
languages as a condition of issuing the credit. 


b. Collateral 


In most cases, the applicant (buyer) will be required to deposit funds or assign already 
deposited funds equal to the expected payment. This is called “collateralizing” the L/C. 
These funds may not be used for other purposes, but the buyer (applicant) earns interest, 
or other benefit, on the deposit until the L/C is paid.  


Role of a development bank or funder 
In some cases, the RH program will be purchasing goods with funds provided by a 
development loan or credit, or another form of financial assistance. One of the ways funds 
can be made available for specific purchases is by the funder collateralizing an L/C. 
Alternately, it may arrange a payment guarantee, such as those executed occasionally by the 
World Bank. Usually such an arrangement is spelled out in an agreement between the 
funder and the recipient—essentially a contractual undertaking—made prior to initiation of 
any procurement activity.  


c. Form  


The issuing bank advises the seller (beneficiary) that the credit is open in its favor. The letter 
in which the issuing bank provides this advice is literally the “letter of credit”; it specifies the 
terms and conditions under which the credit operates. A copy is sent to the buyer 
(applicant). These documents and copies may be in an electronic format or in hard copy. In 
either case, the buyer (applicant) must check immediately to make sure the L/C reflects its 
instructions. If there are errors in the document prepared by the bank, a no-cost 
amendment can be requested. The seller (beneficiary) must communicate to the bank its 
acceptance of any amendment.  
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Amendments can also be requested either by the applicant (buyer) or the beneficiary (seller) 
to accommodate changing conditions, provided that the changes are acceptable to both 
parties. For instance, a delivery date may need to be amended based on an agreement 
between the seller and the buyer. 


d. Cost  


Banks charge a percentage of the value of the goods for opening an L/C. This charge is 
normally paid by the applicant (buyer). Banks levy additional fees for amendments, payments, 
and draw-downs. The L/C should stipulate whether the beneficiary or the applicant is 
responsible for paying these additional fees. Fees for opening an L/C will amount to at least 
several hundred dollars. Every bank is different, so the applicant should obtain this 
information at the initial contact. A typical fee ranges from 0.5 to 1.0 percent of the face 
value of the L/C. Fees may accrue for such items as: 


• Issuance. 


• Pre-advice. 


• Advice. 


• Amendments. 


• Extensions. 


• Confirmation. 


• Documentary examination. 


• Payment. 


• Negotiation. 


• Acceptance. 


• Reimbursement. 


• Collection without examination. 


• Transfer. 


• Assignment of proceeds. 


• SWIFT.††† 


 
††† SWIFT stands for Society for Worldwide Interbrain Financial Telecommunication. It is a computer-based, 
standardized message-writing system that connects worldwide participating banks, primarily for the purpose of 
communicating payment information. It is used extensively in L/C operations. 
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• Handling. 


• Courier. 


• Discrepancy. 


• Cancellation. 


• Discounting. 


6. Settlement: Paying the Seller (Beneficiary) 
In order to receive payment, the seller (beneficiary) submits documents specified in the L/C 
to the paying bank as proof that it has performed as required. These documents may 
include:  


• Commercial invoices. 


• Insurance certificates. 


• Transport documents (such as the original bill of lading or air waybill). 


• Certificates of Origin. 


• Inspection certificates (e.g., Clean Reports of Findings). 


• Authorizations for shipment. 


• Other certificates and certifications (e.g., Certificates of Analysis). 


The first three items are required. The last four items are optional and are often used by 


the purchaser as tools to enforce contract provisions.  


The issuing bank, confirming bank (if any), or a nominated bank acting on their behalves, 
each have a reasonable time—not to exceed 7 banking days (5 banking days under UCP 600) 
following the day of receipt of the documents—to examine the documents, determine 
whether to accept or refuse them, and to inform the party from which the documents were 
received. If there are discrepancies in the documents—that is, if they are not precisely as 
required—the bank may contact the applicant (buyer) and ask if it wishes to waive a 
particular discrepancy, which may be no more than a misspelled word. If there are no 
discrepancies in the documents, the bank issues payment. 
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Resources 
International Chamber of Commerce Business Bookstore 


The ICC Business Bookstore contains key UCP documents, including UCP 500, UCP 600, 
and supplementary topics.  


http://www.iccbooks.com/Product/intbanking.aspx 


International Standard Banking Practice for the Examination of Documents Under 
Documentary Credits, 2007 Revision for UCP 600 (ICC) 


An update of the successful ICC Publication No. 645, this publication reflects international 
standard banking practice for all parties to a documentary credit under UCP 600. 


http://www.iccbooks.com/Product/ProductInfo.aspx?id=485&cid=116 


All About UCP 600: Uniform Customs and Practice for Documentary Credits 
(Rupnarayan Bose, 2008) 


All About UCP 600 provides a detailed analysis of the articles of UCP 600. The book 
meticulously traces the process of the evolution of the UCP from UCP 500 to UCP 600, and 
faithfully reconstructs the significant stages up to its final transformation. It addresses the 
major considerations that eventually created the UCP as we know it today. It also highlights 
the changes introduced by the ICC and underscores their implications for trade and 
industry. 


Available for purchase at: http://www.infibeam.com/Books/info/rupnarayan-bose/all-about-
ucp-600-uniform-customs-practice-documentary/9780230636736.html



http://www.iccbooks.com/Product/intbanking.aspx

http://www.iccbooks.com/Product/ProductInfo.aspx?id=485&cid=116

http://www.infibeam.com/Books/info/rupnarayan-bose/all-about-ucp-600-uniform-customs-practice-documentary/9780230636736.html

http://www.infibeam.com/Books/info/rupnarayan-bose/all-about-ucp-600-uniform-customs-practice-documentary/9780230636736.html
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D. Payment Terms and Methods of Funds 
Remittance  


Payment terms and methods of funds remittance are important aspects of every 
procurement process because they establish risks and costs for each party to the contract. 
Both buyers and sellers want the most financially advantageous terms with the least risk to 
themselves. The challenge is that the least risk to the buyer usually means the most risk to 
the seller and vice versa.  


The United States Department of Commerce International Trade Administration depicts 
this conflict in an interesting way‡‡‡: 


International trade presents a spectrum of risk, causing uncertainty over the 
timing of payments between the seller (exporter) and buyer (importer). To 
exporters, any sale is a gift until payment is received; therefore, the exporter 
wants payment as soon as possible, preferably as soon as an order is placed or 
before the goods are sent to the importer. To importers, any payment is a 
donation until the goods are received; therefore, the importer wants to receive 
the goods as soon as possible, but to delay payment as long as possible. 


The method of procurement determines who decides on payment terms and, to a lesser 
extent, methods of funds remittance:  


• If an organization uses a competitive bidding process, the decision is made by the 
procuring entity (the buyer) when it prepares bidding documents for circulation to 
potential suppliers. In responding with a bid, each prospective supplier (seller) 
agrees to the terms set out in the bidding documents. Thus, the buyer determines 
payment terms and does so far in advance of awarding a contract.  


• If an organization uses a less structured approach to procurement (such as a 
Request for Quotation), the prospective supplier (seller) normally proposes 
payment terms. These terms as well as other aspects of the future contract are 
negotiated between buyer and seller. Thus, both parties determine the terms prior 
to concluding a contract. 


                                                 
‡‡‡ United States Department of Commerce International Trade Association. Trade Finance Guide: A Quick Reference for 
US Exporters. Washington, DC: United States Department of Commerce; 2007. Available at: http://trade.gov/media/ 
publications/pdf/trade_finance_guide2007.pdf. This guide is designed to help with the basic fundamentals of trade finance 
and to provide general information about common techniques of export financing. 



http://trade.gov/media/%0Bpublications/pdf/trade_finance_guide2007.pdf

http://trade.gov/media/%0Bpublications/pdf/trade_finance_guide2007.pdf
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• When an organization does not engage in competition and instead uses a 
“shopping” process (perhaps comparing prices from catalogs or other freely 
disseminated information), the seller dictates payment terms and the methods of 
funds remittance it deems acceptable. 


Payment terms can strongly influence the price of goods available to reproductive health 
(RH) purchasers in two ways: 


• If terms put forward by the buyer under an international competitive bidding 
procedure seem unfavorable to potential suppliers, they will be unlikely to bid, 
competition will be limited, and prices may be higher as a result of the limited 
competition. 


• International suppliers often charge higher prices to offset perceived risks, including 
those associated with the commercial, economic, and political situations evident in 
developing and transitional countries. Attractive, secure payment terms can lower 
or eliminate these perceived risks, benefiting the buyer with lower pricing. 


1. Payment Terms 
There are basically four payment terms used in international commerce, and they may be 
combined: 


a. Cash in Advance (high risk to buyer; low risk to seller) 


The buyer, after purchasing the commodity under the original contract, sends the seller 


“cash” prepayment for the entire shipment. (Methods of funds remittance are discussed in 
Section 2 below.) The seller, upon receipt of the cash advance, makes shipment to the buyer 
and provides all the necessary shipping documents.  


This method of payment involves direct buyer/seller contact without commercial bank 
involvement and is therefore inexpensive. However, the buyer faces a very high degree of 
payment risk while retaining little recourse against the seller for poor-quality goods or 
incorrect or incomplete documentation, and there is a possibility that an unscrupulous seller 
may never deliver the goods even though the buyer has made full prepayment.  


Full prepayment is appropriate for RH purchasers under special circumstances: United 
Nations agencies (such as the United Nations Population Fund and the United Nations 
Children’s Fund) and a few other reputable public-health nonprofit organizations offer low-
cost, good-quality health-sector goods, such as contraceptives, vaccines, essential drugs, and 
related supplies, on a noncompetitive, full prepay basis. 
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b. Open Account or “On Account” (low risk to buyer; high risk to seller) 


This payment method is virtually the opposite of cash in advance. In this option, the seller 
essentially extends credit to the buyer. Upon shipment, the seller arranges for the 
preparation of the normal documents (such as bills of lading and original invoices) and 
presents these to the buyer directly, without the involvement of a commercial bank. The 
buyer then pays the seller directly upon receipt of the documents. When the buyer and the 
seller are in different countries, this payment may involve a wire transfer—thus, the 
engagement of a commercial bank and payment of fees is necessary. 


Under an open account payment method, title to the goods passes from the seller to the 
buyer prior to payment; this subjects the seller to risk of default by the buyer. Furthermore, 
there may be a time delay in payment, depending on how quickly documents are exchanged 
between seller and buyer. While this payment term involves the fewest restrictions and low 
cost for the buyer, it also presents the seller with the highest degree of payment risk.  


Open accounts can be appropriate when the buyer and the seller have a long-term 
relationship involving a level of mutual trust. 


c. Documentary Collection (low risk to buyer; moderate to high risk to seller) 


This method of payment is primarily used for ocean shipment. It is generally inapplicable for 
goods shipped by air since they would arrive well before the documents.  


Under a documentary collection, the seller makes shipment and then sends the shipping 
documents to its bank for collection. The seller’s bank forwards these shipping documents 
along with a collection letter to the buyer’s bank, which, in turn, sends a collection notice to 
the buyer. The buyer either makes payment upon receiving the notice and prior to 
possessing the shipping documents, or, by prearrangement, the seller accepts a time draft 
obligating the buyer to pay at a future date. Only after payment or acceptance does the 
buyer receive the original shipping documents, which confer title to the goods. 
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The banks involved in transferring documents and payments do not guarantee payment or 
absorb any other form of risk in this type of transaction. This is reflected in costs to the 
customer. Fees for services rendered by the bank might include: 


• Transmitting funds. 


• Issuing banker’s drafts. 


• Receipt of transfers. 


• Clearing foreign checks. 


The major advantage of the cash against documents payment method for the buyer is the 
low cost versus opening a letter of credit (L/C). The advantage for the seller is that it can 
receive full payment prior to releasing control of the documents, although this is offset by 
the risk that the buyer will, for some reason, reject the documents (or that they will not be 
in order). Since the cargo would already be loaded (to generate the documents), the seller 
has little recourse against the buyer in cases of nonpayment. 


This method may be appropriate when transaction values are less than US$10,000 or when 
the transaction is between parties that have begun to develop a relationship of trust. 


d. Letter of Credit (low risk to seller; low risk to buyer) 


L/Cs are discussed in detail in Section C: Letters of Credit. The following paragraphs briefly 
describe how an L/C works. 


The buyer, after concluding a contract with a seller, applies to a commercial bank for an L/C 
in favor of the seller, which is called the beneficiary. The buyer, which is called the applicant, 
normally deposits funds in the opening bank to cover the amount of the credit, or instructs 
the bank to set aside funds that are already on deposit. The bank, through its issuance of the 
L/C, promises to pay the named party beneficiary when that party proves it has met the 
terms and conditions mentioned in the L/C as verified by presentation of conforming 
documents. Essentially, the bank enters into a contract with the seller in which it takes the 
place of the buyer and becomes responsible for the payment. 


The main advantage of an L/C for the seller is that it is guaranteed payment upon 
performance. The seller also may be able to finance related materials and labor by assigning 
proceeds of the L/C. The main advantage for the buyer is that its money will be safe if the 
seller defaults. In addition, interest (or other consideration) will continue to accrue on 
deposited funds until the goods are shipped. An important advantage for RH purchasers is 
that the L/C can be written in a way that enforces quality assurance provisions in the 
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contract by linking proof of compliance to payment. On the downside, the existence of an 
L/C does not obligate the seller to ship the goods purchased by the buyer, and fees could 
reach 1 percent of the face amount of the L/C.  


Depending on what has been negotiated, bank charges may be placed against (for the 
account of) a buyer or may be shared by the seller. Rarely will all charges be for the account 
of a seller. If the charges are to be shared, the customary procedure is that each party will 
pay the applicable fees for its respective country and/or bank. Potential fees are listed in 
Letters of Credit, Section C.5.d. 


e. Combination of Payment Terms 


Many contracts use a combination of the payment terms mentioned above. For example, a 
combination may consist of a down payment (partial cash in advance) covering 10 percent 
of the full price, an L/C covering most of the balance (perhaps 80 percent), and a retention 
payment covering the rest of the full price (perhaps 10 percent). 


• Down payment: A down payment induces the seller to begin performance 
without the buyer paying the entire agreed price in advance. The disadvantage is 
the possibility that the seller may never deliver the goods even though it has the 
buyer’s down payment. This option is combined with one of the other options to 
cover the full cost of goods. 


• L/C for a percentage of the cost of goods: The L/C provides a guarantee to 
the seller that it will get paid upon performance, but allows the buyer to keep 
control of the funds until the goods are shipped. 


• Retention funds: When agreed in a contract, the buyer withholds a percentage of 
the agreed price until it has received the goods and determined that they are as 
ordered and in acceptable condition. This is advantageous for the buyer as a tool 
for enforcing quality requirements. The disadvantage for the seller is the risk that it 
will not get paid the final amount even if the goods shipped are in good order. 
Retention is most appropriate for domestic procurement contracts when a risk of 
poor-quality goods is involved. RH programs purchasing in the international 
marketplace should be aware that this tactic may limit competition because of the 
perceived risk it poses to potential sellers. 


2. Methods of Funds Remittance 
Contracts always stipulate payment terms (e.g., L/C or cash against documents), but the 
actual process by which money will transfer from one party to another needs to be 
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considered as well. The following discussion about funds remittance methods recognizes 
two essential parts: type of payment and form of payment. 


a. Types of Payment 


Under the general heading of funds remittance, there are three types of payment: 


At sight  
At sight means payment will be made immediately after: 


• Presentation of a sight draft (bill of exchange). 


• Presentation of conforming documents. 


• The stipulated bank has had reasonable time to examine documents. 


• The documents are found to be in order. 


Deferred payment  
Deferred payment means payment will be made at a specified or determinable future date 
stipulated in an L/C or documentary collection, provided that the documents are found to 
be in order. An example might be a payment made 60 days after the date of transport 
documents or invoice date. No draft is necessary under this type of payment. 


Acceptance 
Acceptance is similar to deferred payment, but a “term draft” (also called a “usance 
draft”)§§§ is presented to a stipulated bank along with the other required documents. O
the documents and draft are accepted, then the draft will be drawn on and payable at a 
future date as stipulated in the L/C or another payment vehicle. For example, 30 days’ sight 
would mean that payment would be made to the seller 30 days after the remitting bank has 
looked at, reviewed, and accepted the docum


b. Forms of Payment 


Checks 
A check is a negotiable instrument issued against deposited funds to pay a specified amount 
of money to a specific person or company on demand. Checks can be drawn on banks 
located in any country depending on where a buyer holds accounts. A check drawn on a 
bank in a seller’s country is less risky since the seller can verify availability of funds. The 
most risk is found with a company check drawn on a bank outside the seller’s country. 


 
§§§ Demand for payment at a stated future date. 
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In order for the seller to receive funds, a check must be deposited or cashed. If the check is 
deposited in a seller’s account and the check is drawn on an overseas bank, the funds will 
not be available to the seller until the check is sent overseas for clearance and the funds are 
transferred to the seller’s bank. The relationship between the banks involved, the countries 
involved, and the currency of the check will determine how long it will take and the fees 
that will be charged. 


Banker’s drafts 
Banker’s drafts are similar to checks. However, they are time drafts drawn on a bank by 
another bank and once accepted, they become unconditional obligations of the bank to 
honor at maturity. (A time draft is an instrument requesting payment at a future time to a 
third party.)   


Electronic funds transfers 
Electronic funds transfers are also commonly known as wire transfers. They are a quick, 
effective method of transferring money between buyers and sellers, particularly when the 
buyer and the seller are located in different countries. Bank fees for this service vary; they 
may be a percentage of the transaction (possibly 1 to 3 percent) or a flat fee agreed upon 
with the customer.  


The process works as described below. 


1. A buyer contacts its bank (the remitting bank) and arranges for the funds transfer 
to the seller’s bank, giving: 


• The seller’s full name and address. 


• The seller’s bank name, location, American Bankers Association identification 
number, and routing number. 


• The seller’s account number. 


• The exact name in which the account is maintained. 


• The amount to be wired. 


• The currency of the funds to be wired. 


2. The remitting bank responds to the instructions of the buyer by issuing a payment 
order to the receiving bank requesting the payment to be credited to the third-
party beneficiary (seller). Payment orders are sent by telex or an interbank 
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telecommunication system known as SWIFT.**** The authenticity of these messages 
is ensured by sophisticated data encryption. However, the receiving bank must be a 
correspondent of the remitting bank at least to the extent that the receiving bank 
can verify the authenticity of the instructions. 


Other methods of funds transfer 
Several other methods of funds remittance exist, but they are generally not used for large 
international transactions for the following reasons:  


• Cash or bank notes: due to the risk of loss or forgery payment types. 


• Credit cards: due to credit limits and high fees. 


• Money orders: due to limits on amounts and currencies.


 
**** SWIFT stands for Society for Worldwide Interbrain Financial Telecommunication. It is a computer-based, 
standardized message-writing system that connects worldwide participating banks, primarily for the purpose of 
communicating payment information. It is used extensively in L/C operations. 
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E. Prequalification 


As described in Module 6: Developing Bidding Documents and Inviting Offers, 
prequalification focuses on two separate aspects of the selection process:  


• Quality, safety, and efficacy of the product. 


• Reliability of the supplier. 


Prequalification may be conducted by the purchaser, purchasing agencies, and the World 
Health Organization (WHO). Prequalification includes gathering information on product 
quality and supplier reliability; inspecting sites, products, and samples; and conducting 
laboratory testing of products with high potential for problems. Prequalification may be used 
to develop lists of preapproved suppliers for a bid, either annually or once every several 
years. It is particularly useful in the case of international competitive bidding, when there is 
concern that advertised bid notices will elicit a large number of unsuitable offers and the 
procuring entity has only limited resources with which to perform detailed evaluations.  


Typically, prequalification status must be reviewed on a routine basis (normally every 1 to 3 
years but at least once every 5 years). Suppliers of a product remain prequalified unless 
there are recalls or noncompliance problems. Previously nonqualified suppliers should be 
allowed to apply for prequalification again if they wish.  


1. World Health Organization Prequalification  
WHO has prequalification programs for vaccines, diagnostics, medical devices, and 
medicines. Reproductive health products are included in the medicines program. The WHO 
Prequalification of Medicines Programme results in a list of prequalified products and 
manufacturers that comply with unified international standards. The guiding principles of the 
prequalification process require that it be:  


• Voluntary: Manufacturers can freely choose to participate or not to participate; 
however, countries will be increasingly required to use the WHO prequalification 
process for procurement of donor-funded products, as it is becoming widely 
required by donors such as the Global Fund to Fight AIDS, Tuberculosis and 
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Malaria (Global Fund) and other agencies within the Reproductive Health Supplies 
Coalition.†††† 


• Legitimate: The general procedures and standards for prequalification are 
reviewed and approved by the WHO Expert Committee system, which includes all 
WHO member states and governing bodies. 


• Endorsement: The prequalification system was presented to and supported by 
the 10th and 11th International Conference of Drug Regulatory Authorities (ICDRA) 
meetings in 2002 and 2004. ICDRA is a forum for drug regulatory authorities of 
WHO member states that strengthens collaboration and identifies priorities for the 
regulation of medicines. 


• Transparent: All information from the prequalification process is available on the 
WHO prequalification website. The prequalification process for medicines and 
devices is open to both innovator (patented) products and generic products. For 
prequalification to work, there must be multiple manufacturers participating. The 
WHO Prequalification Programme is efficient in recognizing that some medicines 
have been through rigorous regulatory testing by credible agencies. 


• Capacity-strengthening: The prequalification process helps manufacturers 
strengthen capacity. If a manufacturer does not initially meet standards, it receives a 
specific report of findings and recommendations for improvements. Prequalification 
is not a strict pass/fail process. Manufacturers can make improvements and correct 
deficiencies and then resubmit and continue to pursue prequalification. 


Roles and responsibilities in the WHO prequalification process are divided as follows: 


• WHO provides technical support, scientific support, and a guarantee that 
international norms and standards are incorporated and adhered to throughout the 
entire prequalification process (including assessment, inspection, and quality 
control). 


• For medicines, the assessment of dossiers and inspection of manufacturing sites are 
primarily done by qualified personnel appointed by WHO from the national 
regulatory authorities of the Pharmaceutical Inspection Convention and 
Pharmaceutical Inspection Co-operation Scheme (PIC/S, http://www.picscheme.org) 
and the International Conference on Harmonisation of Technical Requirements for 


                                                 
†††† The Reproductive Health Supplies Coalition is a global partnership of public, private, and nongovernmental 
organizations dedicated to ensuring that all people in low- and middle-income countries can access and use affordable, 
high-quality supplies to ensure their better reproductive health. For more information, see http://www.rhsupplies.org/. 



http://www.picscheme.org/
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Registration of Pharmaceuticals for Human Use (ICH, http://www.ich.org) member 
countries. (See Section I: Product Inspection and Testing and Section K: Regulatory 
Authorities for more information on the PIC/S and ICH.) WHO also arranges for 
site inspection of manufacturers to assess compliance with current good 
manufacturing practices (cGMPs). A representative of the national regulatory 
authority traditionally accompanies the inspection team for the site inspection.  


• Condom and intrauterine device prequalification is overseen and implemented by 
the United Nations Population Fund on behalf of WHO and is supported by 
independent technical experts with in-depth knowledge and expertise in the 
manufacturing and quality assurance (QA) issues related to these products.  


WHO prequalification systems cover these QA activities: 


• Development, establishment, and promotion of norms and international standards 
to ensure safety and QA for products. 


• Assistance to countries in building national regulatory capacity through networking, 
training, and information-sharing. 


• Provision of expertise and technical assistance through various activities in the 
areas of QA, regulation and legislation, safety, and efficacy. 


• Provision of guidance in regulation, safety, and QA. 


• Assessment of data from manufacturers regarding the quality, safety, and efficacy of 
their products, including details about the purity of all ingredients used in 
manufacturing, data about finished products (such as information about stability), 
and the results of in vivo bioequivalence tests (clinical trials conducted in healthy 
volunteers). 


• Performance of inspections at the manufacturing sites and assessment of working 
procedures for compliance with WHO cGMPs. 


• Shipment of products to professional control testing laboratories for analytical 
verification of quality. 


• Requalification of all medicines after 1 to 3 years and at a minimum every 5 years. 


• Performance of random quality control testing of prequalified medicines that have 
been supplied to countries. 


• Investigation and resolution of complaints. 
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• Monitoring of supplier quality and taking corrective action if standards are not 
maintained. 


The international donors and programs described below endorse the WHO Prequalification 
Programme. 


2. Global Fund to Fight AIDS, Tuberculosis and Malaria 
The Global Fund was created to dramatically increase resources to fight three of the 
world’s most devastating diseases—HIV/AIDS, tuberculosis (TB), and malaria—and to direct 
those resources to areas of greatest need. The Global Fund is a partnership between 
governments, civil society, the private sector, and affected communities. 


The Global Fund’s procurement policy allows for three options in procuring single- or 
limited-source pharmaceutical products (products for which there are no public 
monographs for finished dosage form in the International, British, or United States 
Pharmacopoeia). These options include: 


1. Products prequalified by the WHO Prequalification Programme. 


2. Products authorized by a stringent regulatory authority (SRA). An SRA is defined as 
a national regulatory authority participating in ICH and its affiliates as defined by the 
Global Fund or those countries participating in the PIC/S.  


3. If there is only one or no equivalent pharmaceutical product that meets the 
standards of either (1) or (2), then grant funds may be used to procure another 


equivalent finished pharmaceutical product, provided that such a product is 
selected in accordance with the following and recommended for use by a Global 
Fund expert review panel: 


a. The manufacturer of the finished pharmaceutical product has submitted an 
application for prequalification of the product by the WHO Prequalification 
Programme and it has been accepted by WHO for review. 


OR  


b. The manufacturer of the finished pharmaceutical product has submitted an 
application for marketing authorization to an SRA and it has been accepted for 
review by the SRA. 


AND 
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c. The finished pharmaceutical product is manufactured at a site that is compliant 
with cGMP standards that apply for the relevant product formulation, as 
verified after inspection by:  


– the WHO Prequalification Programme, OR  


– an SRA, OR  


– a regulatory authority participating in the PIC/S.  


See the Guide to the Global Fund’s Policies on Procurement and Supply Management (2006) at 
http://www.theglobalfund.org/documents/psm/pp_guidelines_procurement_supplymanagem
ent_en.pdf for more information about Global Fund procurement policies regarding QA. 


3. Roll Back Malaria Partnership 
The Roll Back Malaria (RBM) Partnership was established in 1998 by WHO, the United 
Nations Children’s Fund (UNICEF), the United Nations Development Program, and the 
World Bank to provide a coordinated global approach to fight malaria. Since then, the RBM 
Partnership has expanded to include a wider range of partners—including malaria-endemic 
countries, bilateral and multilateral development partners, the private sector, 
nongovernmental and community-based organizations, foundations, and research and 
academic institutions.   


Partners are working together to scale up malaria control efforts at the country level, to 
coordinate their activities in avoidance of duplication and fragmentation, and to ensure 
optimal use of resources. 


A key role of the RBM Partnership is to lead continuing advocacy campaigns to raise 
awareness of malaria at the global, regional, national, and community levels. 


The RBM Partnership does not procure malaria commodities. UNICEF provides 
procurement services in support of RBM and is the world’s largest buyer of insecticide-
treated bed nets. All mosquito nets procured by UNICEF must comply with the WHO 
pesticide evaluation scheme, and all anti-malarial medicines must be WHO prequalified. 


4. Stop TB Partnership 
The Stop TB Partnership was established in 2000 to realize the goal of eliminating TB as a 
public health problem. It comprises a network of more than 500 international organizations, 
countries, public- and private-sector donors, and governmental and nongovernmental 
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organizations that have expressed an interest in working together to achieve this goal. 
WHO is a partner in the Stop TB Partnership, as is the Global Drug Facility (GDF). 


The GDF is a mechanism to expand access to and availability of high-quality anti-TB 
medicines and diagnostics to support the Stop TB strategy. The GDF both supplies donated 
medicines and procures medicines to support national TB programs. The GDF offers a 
standardized WHO-approved catalog of anti-TB medicines and formulations designed to 
promote the products prioritized by the Stop TB Partnership. 


All medicines supplied by the GDF must be WHO prequalified or reviewed and approved by 
a committee of independent experts pending WHO prequalification. 


5. Clinton Foundation 
The mission of the Clinton Foundation is to strengthen the capacity of people throughout 
the world to meet the challenges of global interdependence. To advance this mission, the 
Clinton Foundation has developed programs and partnerships in the areas of health security; 
economic empowerment; leadership development and citizen service; and racial, ethnic, and 
religious reconciliation. 


The Clinton Foundation’s quality standards mirror the Global Fund requirements. The 
Foundation “is committed to the sustainable supply of high-quality ARVs [antiretrovirals], 
consistent with the specifications of dossiers approved by the World Health Organization 
or a stringent regulatory authority such as the USFDA [United States Food and Drug 


Administration].” 


6. World Bank 
While the World Bank does not limit its funded projects to procuring only WHO-
prequalified products, it strongly supports the WHO Prequalification Programme, as is 
evidenced by statements and requirements in its published documents.  


The World Bank recognizes that not all countries have the capacity to conduct a valid 
product prequalification process. In its publication Battling HIV/AIDS: A Decision Maker’s Guide 
to the Procurement of Medicines and Related Supplies (2004), the World Bank strongly 
recommends that in those circumstances, WHO-prequalified HIV/AIDS medicines should be 
procured. 


In the World Bank’s recent announcement of its partnership with the Global Fund, the 
Clinton Foundation, and UNICEF, the Bank announced that its quality standards for 
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antiretrovirals purchased under this partnership would be the same as those of the Clinton 
Foundation (i.e., prequalified by WHO or an SRA). 


The World Bank also depends on WHO standards for malaria diagnostic test kits and 
insecticide-treated bed nets approved by the WHO pesticide evaluation scheme. 


Resources 
Clinton Foundation Information Center Resources 


The Clinton Foundation website has an HIV/AIDS initiative information center that details 
antiretroviral pricing, supplier requirements, and current proposal opportunities.  


http://www.clintonfoundation.org/what-we-do/clinton-hiv-aids-initiative/information-center-
resources 


Global Fund Website 


This website is the central resource center for all Global Fund activities, resources, policies, 
and reports.  


http://www.theglobalfund.org/en/ 


Global Fund Quality Assurance Information 


This website details the new QA policy for procurement of commodities under Global Fund 
grants. 


http://www.theglobalfund.org/documents/psm/Annex1-%20FullTextRevisedQuality 
AssurancePolicy_en.pdf 


Roll Back Malaria Partnership Website 


The RBM Partnership is the global framework to implement coordinated action against 
malaria. It mobilizes for action and resources and forges consensus among partners. The 
Partnership is comprised of more than 500 partners. 


http://www.rollbackmalaria.org 


Stop TB Partnership Website 


The Stop TB Partnership, called the Stop TB Initiative at the time of its inception, was 
established in 1998. Its aim is to realize the goal of eliminating TB as a public health problem 
and, ultimately, to obtain a world free of TB. It comprises a network of international 
organizations, countries, donors from the public and private sectors, and governmental and 



http://www.theglobalfund.org/en/

http://www.theglobalfund.org/documents/psm/Annex1-%20FullTextRevisedQuality%0BAssurancePolicy_en.pdf

http://www.theglobalfund.org/documents/psm/Annex1-%20FullTextRevisedQuality%0BAssurancePolicy_en.pdf

http://www.rollbackmalaria.org/
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nongovernmental organizations and individuals that have expressed an interest in working 
together to achieve this goal.  


http://www.stoptb.org 


Battling HIV/AIDS: A Decision Maker’s Guide to the Procurement of Medicines and 
Related Supplies (International Bank for Reconstruction and Development/ 
World Bank, 2004) 


This guide sets out principles and advice for the procurement of HIV/AIDS medicines and 
related supplies for programs scaling up antiretroviral therapy and associated health 
services, such as basic and palliative care, disease prevention, treatment of opportunistic 
infections, and laboratory tests. 


http://siteresources.worldbank.org/INTPROCUREMENT/Resources/Technical-Guide-


Procure-HIV-AIDS-Meds.pdf 


WHO Prequalification Programme 


This website details all major topic areas for the WHO Prequalification of Medicines 
Programme, including current Expressions of Interest, prequalification lists, and details about 
the process. In close cooperation with national regulatory agencies and partner 
organizations, the Prequalification Programme aims to make high-quality priority medicines 
available for the benefit of those in need. This is achieved through its evaluation and 
inspection activities, and by building national capacity for sustainable manufacturing and 
monitoring of medicines. 


http://www.who.int/prequal/ 


World Bank Standard Prequalification Document: Procurement of Health Sector 
Goods (Trial Edition, 2002) 


The standard prequalification document is used following the advertisement of a general 
procurement notice. The template outlines an invitation for prequalification for a specific 
procurement notice. It is intended primarily for use in prequalifying applicants that express 
an interest in bidding on the supply of health-sector goods. 


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD


K:21890171~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266~isCURL:Y,00
.html 



http://www.stoptb.org/

http://www.who.int/prequal/

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html
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World Bank Technical Note 


This technical note, which accompanies the Standard Bidding Document: Procurement of Health 
Sector Goods, includes a helpful annex discussing the pros and cons of prequalification.  


http://siteresources.worldbank.org/PROCUREMENT/Resources/health-tn-ev2.doc



http://siteresources.worldbank.org/PROCUREMENT/Resources/health-tn-ev2.doc
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F. Procurement Agents 


There are various scenarios when purchasers have the option of hiring a third party to 
represent them. Third-party procurement agents buy products on behalf of purchasers and 
charge a fee for their services, but the purchasers retain control over all transactions and 
decisions.1 The actual work conducted by procurement agents varies, but it revolves around 
two core activities: assuring product quality and negotiating competitive prices and 
purchasing terms.2 Agents may take on the responsibility for developing specifications, 
prequalifying suppliers, soliciting quotations, selecting a supplier, awarding contracts, and 
arranging for product testing and shipping.3 


Success depends on selecting a competent agent. When choosing an agent, procurement 
officials should check the training and experience of agency personnel, the agent’s contract 
and performance history, licensing and registration, and references.4 In order to get the best 
possible arrangements, procurement units should ask candidate agencies to compete for 
contracts and should include performance criteria in the contracts to ensure responsiveness 
and professionalism.2,5 


Ideally, an agent hired to procure reproductive health commodities should have regular 
dealings with such manufacturers, considerable experience with prequalification and other 
procurement tasks, and a track record of procuring good-quality products at competitive 
prices. For example, the United Nations Population Fund (UNFPA) is more experienced in 
family planning, and in procuring contraceptives at highly competitive prices, as compared 
with other United Nations agencies, such as the United Nations Development Programme 
(UNDP) and the United Nations Children’s Fund (UNICEF). However, governments’ 
decision-making around procurement agents may be influenced by donor requirements. For 
instance, the government of Honduras relied on UNDP for contraceptive procurement 
because it was easier to incorporate contraceptives into its health loan package from the 
World Bank.5 


Procurement officials should avoid local middlemen who call themselves procurement 
agents but are actually distributors who sell products from prearranged sources. They do 
not conduct true competitive procurements on behalf of purchasers.1  


While international nongovernmental organizations (NGOs), such as Missionpharma and the 
IDA Foundation, and United Nations agencies such as UNFPA are often called procurement 
agents, it should be noted that they sometimes function like traditional distributors or 
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wholesalers.2,4 For example, many countries essentially engage UNFPA as a sole-source 
supplier for contraceptives. They request a price quotation for the supplies they want and 
place an order, on the assumption that UNFPA has access to competitive international 
prices.  


1. Management Burden  
The single most compelling reason to hire a procurement agent is that local officials may 
lack the resources, internal capabilities, and experience to procure products directly from 
suppliers.1,3 Hiring an agent can give a program access to complex procurement mechanisms, 
such as international competitive bidding, that are beyond its own capacity.4 


While hiring a procurement agent reduces the management burden considerably, it does 
not eliminate it. In addition to forecasting, procurement officials need to know how to do 
consultant contract management, the most important element of which is closely monitoring 
and managing the agent’s performance.6,7 Procurement officials should make sure that the 
agent is getting competitive prices, that the products are of high quality and are being 
delivered on time, and that the agent continues to represent the best procurement option 
given local circumstances.5 


2. Impact on Costs 
Because of their experience with competitive bidding and price negotiations, commercial 
(private for-profit) procurement agents may be able to arrange better unit prices than 
national procurement officials could get on their own. Even when procurement agents do 
not conduct competitive bidding, they can use their knowledge of international reference 
prices and the prices paid by other countries to strengthen their negotiating position.5  


International NGOs and United Nations agencies that act as procurement agents can offer 
customers economies of scale; because they purchase large volumes of products for many 
countries, they can access competitive international prices.8 For example, because 
International CONtraceptive & SRH Marketing Ltd (ICON) conducts regular procurements 
to supply its International Planned Parenthood Federation member associations worldwide, 
it can take advantage of bulk purchasing to lower contraceptive costs.9 From the perspective 
of the purchaser, ICON and UNFPA essentially function as a pooled procurement 
mechanism on a global scale. In a similar fashion, the Stop TB Partnership’s Global Drug 
Facility uses a procurement agent—UNDP’s Inter-Agency Procurement Services Office 
(IAPSO)—to purchase tuberculosis drugs for countries around the world from prequalified 
suppliers via limited international competitive bidding, with the products shipped directly to 
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the recipient countries. Global Drug Facility prices are, on average, one-third less than 
previous international bids because its bulk purchases and pooled procurement enabled 
IAPSO to negotiate prices with manufacturers.10 


Many countries in Latin America (including the Dominican Republic, El Salvador, Honduras, 
and Peru) have signed agreements with UNFPA that established the agency as a 
procurement agent in order to gain access to international prices. All of these countries 
have legal restrictions on international bidding in order to promote domestic industry. 
Purchasing from UNFPA allows them to procure contraceptives at competitive prices in 
international markets without having to directly issue an international bid or contract with 
an international manufacturer. Their agreements with UNFPA have led to large cost savings. 
For example, in 2005, UNFPA was able to supply contraceptives (including oral 
contraceptives, condoms, intrauterine devices, and injectable contraceptives) to the 
Dominican Republic at prices that were one-sixteenth of those offered by local suppliers. El 
Salvador’s savings were estimated at close to US$3 million per year in 2004 and 2005.5 


United Nations agencies may also gain price advantages from special arrangements that 
excuse their procurements from some taxes and tariffs. In El Salvador, for example, 
contraceptives purchased through UNFPA with public-sector funds are exempt from import 
taxes if they are introduced into the country using a presidential decree, although value 
added tax still applies. In Peru, the original terms of the agreement signed by the Ministry of 
Health exempted contraceptives procured by UNFPA from taxation, but that changed in 
2005, effectively raising contraceptive costs.5 


One cannot assume that a United Nations agency, private procurement agent, or an 
international NGO will always offer the lowest prices. In El Salvador, for example, local 
suppliers charge far less than UNFPA for condoms, so the government has left the 
decentralized local purchase of condoms in place, even as it has shifted the remainder of its 
contraceptive procurement to UNFPA. Likewise, a market study in Peru found that 
UNFPA’s prices were lower than local suppliers for intrauterine devices, similar for 
injectable contraceptives, and 25 percent higher for oral contraceptives.5  


Procurement agents of all kinds typically charge a percentage fee based on the value of the 
purchase to cover handling and administrative costs. Procurement fees typically range from 
5 to 10 percent, in addition to product and shipping costs.9 UNICEF also charges a 
refundable 10 percent buffer to cover market and foreign exchange fluctuations. Because 
fees are calculated on a percentage basis, fees—and agents’ profits—increase with the size 
of the order even though it may not involve any more work.2  
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There is a real possibility that agents’ fees may offset any price advantage they offer.4 Some 
price analyses have found that UNFPA’s contraceptive prices are often lower than other 
prices available, even with the addition of a 5 percent administrative fee.5 Other analyses 
have found that administrative fees charged by UNICEF and the Pan American Health 
Organization, for example, have raised the total cost of vaccines, for instance, up to or 
beyond the lowest vaccine prices offered directly to public-sector markets.6 


3. Impact on Quality 
Procurement agents generally take on the responsibility of assuring the quality of the 
products they procure, which can be a great advantage for countries that lack the local 
capacity for quality control. For example, UNFPA, the United States Agency for 
International Development through John Snow, Inc., Population Services International, and 
ICON purchase condoms using model specifications and undertake both the prequalification 
of manufacturers and lot-by-lot compliance testing.3  


As organizations like UNFPA and KfW‡‡‡‡ have expanded their sourcing from United States- 
or Europe-based research and development pharmaceutical companies to developing-
country manufacturers of generic formulations, they have necessarily devoted more time to 
assessing products and facilities. Many generic manufacturers in developing countries cannot 
obtain United States Food and Drug Administration or European Medicines Agency 
approval, so UNFPA and KfW are increasingly conducting their own quality and safety 
assessments, including site visits to assess facility conditions, compliance with ISO 9000§§§§ 


standards, and current good manufacturing practices. Commercial agents also conduct 
inspections of factories and sample products onsite.11 For more information, see Section H: 
Product Quality Assurance. 


4. Impact on Reliability of Supplies 
Some international NGOs and United Nations affiliates, such as ICON and UNFPA, have 
lists of prequalified suppliers, procurement framework contracts in place, or existing supply 


 
‡‡‡‡ KfW Bankengruppe of Germany gives impetus to economic, social, and ecological development worldwide. It offers 
support to encourage sustainable improvement in economic, social, ecological living, and business conditions, among 
others, in the areas of small and medium-sized enterprise, entrepreneurialship, environmental protection, housing, 
infrastructure, education finance, project and export finance, and development cooperation. 
§§§§ Maintained by the International Organization for Standardization, ISO 9000 is a family of standards for quality 
management systems that is administered by accreditation and certification bodies. It includes a set of procedures that 
cover all key processes in the business, including monitoring processes to ensure they are effective; keeping adequate 
records; checking output for defects, with appropriate and corrective action where necessary; regularly reviewing 
individual processes and the quality system itself for effectiveness; and facilitating continual improvement. 
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contracts with manufacturers, all of which can decrease lead times. They may even maintain 
stocks of products for immediate distribution.3,9 For example, UNFPA’s Global 
Contraceptive Commodity Programme keeps buffer stocks of essential contraceptives and 
reproductive health kits at suppliers’ premises so that UNFPA can respond immediately to 
emergency requests from developing countries.12 


Most procurement agents, including UNFPA, deliver only to a country’s port of entry.2 This 
leaves national procurement units with the responsibility for arranging and paying for all 
customs requirements, product registration, and other bureaucratic procedures; transport 
and insurance; and the receipt, inspection, unloading, storage, and distribution of the goods. 
This, along with the long distances the products may be traveling, can create delays in 
product delivery.5 It is possible, however, to contract with a procurement agent to take full 
responsibility for transportation and delivery.  


5. Vulnerability to Corruption and Political Interference 
Hiring a respected procurement agent with good references can help reduce the risk of 
corruption because it removes purchasing decisions from local officials. The clear 
procurement procedures followed by most international NGOs and United Nations 
affiliates also improve the transparency of the procurement process.  


However, vigilance is still required, especially when unfamiliar procurement agents come 
forward in response to a bid.4 


6. Policy and Legal Environment 
National product registration and procurement laws still apply when procurement agents 
are using public-sector funds to purchase products. However, United Nations agencies 
acting as procurement agents may receive special treatment. In Paraguay and Peru, for 
example, agreements between the Ministries of Health and UNFPA exempt public-sector 
contraceptive purchases from legal requirements for public bids.5 The same exceptions 
cannot be applied to international NGOs or commercial companies that act as procurement 
agents. 


7. Funding Issues 
Procurement agents can be hired regardless of the funding source; the funds may be 
internally generated, come from donors or lenders, or consist of pooled donor funds 
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associated with a sector-wide approach.*****5 In fact, some donors encourage the use of 
procurement agents and even make the arrangements themselves. In Cambodia, for 
example, all public-sector contraceptive supplies are funded and procured by the donor 
community, principally by KfW. Under an agreement with the government, external 
consultants based in Germany undertake procurement on the government’s behalf in 
collaboration with relevant government departments.8 Similarly, the United Kingdom 
Department for International Development often contracts directly with third-party 
procurement agents to purchase commodities on behalf of recipient countries, while other 
bilateral donors contact UNFPA to conduct procurements through direct funds transfers 
from donors.9 


UNFPA, like other United Nations agencies, requires advance payment for all contraceptives 
being purchased before it will begin the procurement process. This can pose obstacles in 
some countries. First, some countries may lack the political will and/or fiscal ability to 
commit the necessary sums of money up front.5 Second, government procurement rules 
may forbid this kind of advance payment.6 In contrast, ICON gives its affiliates the option of 
receiving products in several scheduled shipments throughout the year, which spreads out 
payments and provides the ability to gather funds throughout the year.5 


8. When is Hiring a Procurement Agent Appropriate? 
Procurement agents can be a good resource for large orders of standard commodities, since 
they frequently have access to competitive international prices. However, they are also a 


good option for small orders that do not justify competitive bidding. Agents may be able to 
arrange a small purchase as part of a larger bulk order, thus reducing costs.3 Alternatively, 
they may be able to use their knowledge of international reference prices to negotiate a 
competitive purchase price.13 


United Nations affiliates and international NGOs may not make ideal procurement agents 
when a program wants to be in control of every detail of the products ordered, including 
packaging, labeling, and brand.3,6 Their pooled procurement approach may preclude 
customization unless the order is large and the lead time is long. Another potential 


 
***** A sector-wide approach is an approach to international development that brings together governments, donors, and 
other stakeholders within any sector. It is characterized by a set of operating principles rather than a specific package of 
policies or activities. The approach involves movement over time under government leadership toward broadening 
policy dialogue, developing a single-sector policy (that addresses private- and public-sector issues) and a common 
realistic expenditure program, common monitoring arrangements, and more coordinated procedures for funding and 
procurement. 
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limitation is that procurement agents based in countries with strong patent protections for 
drugs may not be able to arrange for the quality testing and importation of generic drugs.14 


Table 1. Impact of Different Procurement Mechanisms 


Procurement 
Mechanism 


Effect 
on Prices 


Quality 
Safeguards 


Lead 
Times 


Management 
Capacity 
Required 


Vulnerability 
to 


Corruption 
and Political 
Interference 


Appropriate 
for? 


United Nations 
or NGO 
procurement 
agent 


Very positive, 
but fees may 
offset 


Very strong Varied Low Low 


- Orders of all 
sizes 


- Standardized 
items 


Private 
procurement 
agent 


Positive, but 
fees may 
offset 


Strong Moderate Moderate Moderate - Orders of all 
sizes 


 
 


Table 2. Key Advantages and Disadvantages  
of Different Types of Procurement Agents 


Procurement Model  
or Mechanism Advantages Disadvantages 


United Nations or NGO 
procurement agent 


- Low international prices 
- Strong quality assurance 
- May be able to make emergency 


deliveries from stock-on-hand 
- Minimizes demands on national 


procurement staff 
- Specialist knowledge of 


contraceptive procurement 


- Relatively high fees 
- May require advance payment 
- Only delivers to port of entry, 


leaving customer responsible for 
clearing goods through customs 


Private procurement agent 


- Competitive prices 
- Strong quality assurance 
- Short lead times 
- Minimizes demands on national 


procurement staff 


- Relatively high fees 
- May lack specialized product 


expertise 
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G. Procurement Models: Centralized vs. 
Decentralized 


Deciding whether to purchase centrally or to delegate the tasks of procurement to regional 
and local facilities is a system-wide financial control issue. Each alternative is examined 
below. There are good arguments for both alternatives, as well as weaknesses. Each is 
summarized in two tables at the end of this section.  


1. Centralized Procurement at the National Level 
a. Central Medical Stores 


In most developing countries, the government owns, funds, and manages the supply chain 
for the public-sector health system.1 Procurement has historically been the responsibility of 
the central medical stores (CMS), which typically is a unit of the Ministry of Health. Some 
countries separate procurement and distribution functions, such as Zambia, where the 
Ministry of Health manages a separate procurement unit and a CMS (Medical Stores 
Limited) for warehousing and distribution. 


The CMS may: 


• Directly manage the bidding process, using its own personnel. 


• Hire a third-party procurement agent to act on its behalf. 


• Retain responsibility for some functions while contracting out others, such as hiring 
private operators to provide transportation, or contracting with private 
laboratories to conduct quality testing.3 


Historically, many CMS systems did not have good track records; they allowed the 
availability of drugs in the public sector to deteriorate in many developing countries. CMS 
units have had difficulty coping with the expanding number and types of commodities to be 
purchased, especially as financial resources have decreased. They have experienced 
problems with financial management, quantification of requirements, management of bids, 
warehouse management, transport, and physical security of products. Political influence and 
weak staff discipline have also contributed to their poor performance.1 


b. Parastatals and Autonomous Supply Agencies 


In recent years, many governments have tried to improve the performance of centralized 
procurement systems by shifting from a CMS or government procurement unit to either a 
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parastatal organization or autonomous supply agency (ASA).1 A parastatal organization is 
owned or controlled wholly or partly by the government, but has been granted the 
autonomy to promulgate its own financial and procurement regulations. In contrast, an ASA 
is managed by an independent agency that reports to the government or by a private firm 
under government contract.2 Both parastatals and ASAs are overseen by a board of 
directors that includes representatives from outside government and that has the freedom 
to appoint qualified managers without political pressure.1 For example, in 2000, Kenya 
transferred its central and regional medical supply stores to a parastatal organization, the 
Kenya Medical Supplies Agency (KEMSA). KEMSA’s board of directors includes 
representatives from the Kenya Medical Association.2 


Replacing a CMS with a parastatal or ASA model reduces direct government management of 
procurement and theoretically can achieve the efficiency and flexibility associated with 
private-sector management and employment. For example, in 1970, Chile implemented a 
national ASA model described in the case study below. However, sufficient public-sector 
supervision still remains to ensure public health objectives, such as focusing on the provision 
of essential drugs rather than more profitable products.3 While parastatals and ASAs may or 
may not operate on a nonprofit basis, ideally they can achieve greater value for the money 
and improved drug availability than a CMS through more efficient management.1 For 
example, in 1997, Tanzania created an ASA, the Medical Stores Department, to strengthen 
procurement management and increase cost effectiveness and efficiency. The Medical Stores 
Department uses international competitive bidding to achieve competitive prices and also 
has the ability to contract with outside procurement agencies.2 


Case Study: Reforming Procurement in Chile 


The Chilean national procurement agency for the National Health Service (CENABAST, 
Central de Abastecimiento) was founded in 1970 as a parastatal organization. A 


combination of weak management, limited staff skills, and inadequate monitoring led to 
poor results, including chronic stock-outs, overstocks, wastage, and corruption. To 
increase efficiency and reduce corruption, Chile: 


1. Increased CENABAST’s autonomy, transforming it into a semiautonomous agency. 


2. Shifted many of its responsibilities, including prequalification of bidders, storage, and 
transport, to other health agencies and the private sector. 
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3. Created electronic systems to disseminate information and receive bids over the 
Internet. 


4. Instituted new incentive structures that foster ethical behavior. 
 


In Chile’s decentralized health system, district health offices and hospitals can purchase 
from whatever source offers the best service or price. The CENABAST model is merely 
one of many alternatives. However, most choose to order from CENABAST because of 
the low prices and good quality that its centralized pooled procurement services offer.  


After receiving consolidated information on contraceptive requirements for the public 
health system, CENABAST calls for bids. While these may be open to foreign firms, most 
are directed only to local suppliers that are preapproved and registered by the Public 
Health Institute to help assure product quality. Suppliers submit offers on specific 
products and quantities via computer and can reduce their offers after viewing 
information on low bids. This system, along with Chile’s open economy and large market, 
helps CENABAST obtain competitive prices. CENABAST’s autonomy and external 
auditing procedures help ensure transparency.  


Sources: Using Technology to Fight Corruption in Pharmaceutical Purchasing: Lessons Learned from the Chilean 
Experience (Cohen and Montoya, 2001)4; Options for Contraceptive Procurement: Lessons Learned from Latin 
America and the Caribbean (Sarley et al., 2006).5 


 


c. Impact on Costs 


One of the greatest advantages of a centralized procurement system is its ability to achieve 
economies of scale. The central procurement unit—whether it is the Ministry of Health 
procurement unit, CMS, parastatal, or ASA—orders sufficient quantities to supply all of the 
facilities in the nation. These large orders can command lower prices from suppliers. At the 
same time, centralizing procurement reduces administrative costs.1 However, these central 
units generally hold a monopoly on procurement. Lack of competition or other incentives 
means that staff members may feel little pressure to improve the quality of the services they 
offer or to seek the lowest possible prices.1 


In Colombia, the nongovernmental organization Profamilia relies on a centralized 
procurement system to supply its 34 clinics, which together disburse the majority of the 
nation’s contraceptive supplies.5 A central office procures contraceptives from both local 
and international suppliers, depending on cost and availability. For instance, Profamilia 
imports injectable contraceptives, intrauterine devices, condoms, and emergency 
contraceptive pills, but purchases oral contraceptives locally. All supplies pass through a 
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central warehouse. Centralized procurement achieves lower prices because of bulk 
purchases made on behalf of all member clinics. By consolidating most administrative 
functions, Profamilia also has reduced the administrative costs of procurement while 
promoting the standardized implementation of institutional policies and quality control 
systems.  


ASAs in Chile and Tamil Nadu, India, have also achieved significant cost savings. Hospitals in 
Chile saved an estimated US$4 million on drugs and medical supplies in 1997, in part 
because CENABAST reduced its margins (from 14 percent to 5 to 10 percent) and in part 
because competitive bidding processes lowered prices by 5 to 7 percent.4 The Tamil Nadu 
Medical Services Corporation credits competitive procurement systems, prompt payment, 
and administrative efficiencies for considerable reductions in drug costs and shortages, even 
though it charges a 5 percent fee to cover its costs.1 


d. Impact on Quality Assurance 


Quality assurance (QA)—including the prequalification of suppliers and laboratory testing of 
contraceptive samples—makes heavy demands on a procurement unit’s management and 
technical capacity.2 However, it may be difficult for centralized procurement systems to hire 
the skilled and experienced personnel and build the laboratory infrastructure required. Low 
pay, limited promotions, and political interference in hiring and firing can make it even more 
difficult for a CMS to hire and retain skilled people than a parastatal or ASA.2,6 


Therefore, centralized procurement units frequently choose to contract out some or all of 
the basic quality control functions. For example, CENABAST, in Chile, hires an international 
firm to accredit and prequalify local suppliers from which they solicit bids.5 Hiring an 
independent outside laboratory to conduct product testing is also common. 


e. Impact on the Reliability of Supplies 


The CMS model has a poor track record for making timely deliveries and maintaining 
adequate inventories of drugs and contraceptives. Frequent stock-outs are one of the 
factors that have undermined support for the CMS in many countries. Two weaknesses 
contribute to this problem: poor communication with health facilities about the number and 
types of products they need, and inefficient distribution systems.7 


f. Management Burden  


Centralized procurement is a demanding approach in terms of human resources, physical 
infrastructure, management systems, and communication systems.1 When a Ministry of 
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Health procurement unit, CMS, parastatal, or ASA directly manages the bidding process, it 
requires many highly skilled and experienced professionals to ensure that adequate 
quantities of acceptable-quality products are ordered at competitive prices and delivered on 
time.7 Given a global shortage of skilled procurement professionals, it can be difficult to 
recruit and retain these employees. However, a centralized system does optimize the use of 
whatever skilled personnel are available by placing them in charge of procurement for entire 
national health systems.7  


Ministry of Health procurement systems (including the CMS) often face significant human 
resources challenges because they operate under the government civil service system and 
can be viewed as having limited financial or career advancement opportunities, high staff 
turnover, and political influence over who is hired and fired—especially compared with 
opportunities that may exist in the commercial sector.2,6 Theoretically, one of the main 
advantages of a parastatal or ASA is its ability to hire managers at competitive wages based 
solely on their expertise and qualifications. An additional advantage is independence from 
political pressures—although ASAs in practice do not always achieve this level of autonomy.  


A centralized procurement unit can cope with skill shortages by choosing less complex 
procurement mechanisms (for example, avoiding international competitive bidding) or by 
seeking outside support and resources. In Ghana, for example, the Procurement and Supply 
Division works with program directors from each vertical program to select products and 
prepare forecasts. For bids, it relies on the World Bank standard bidding document as a 
model. This reduces demands on its own personnel and also establishes clear rules and 
regulations that promote transparency in the bidding process.2 


Centralized procurement units can also contract out some or all of their functions.3 For 
example, they can hire a third-party procurement agent to manage the entire procurement 
process (see Section F: Procurement Agents). This leaves staff with just two primary 
responsibilities: forecasting demand and monitoring the performance of the procurement 
agent.8 They can also direct shipments to the agent’s facilities to shift the problems of 
physical security of products, limited central storage, and transport. Third-party agents can 
negotiate prices and sign contracts with suppliers that include delivery to health facilities or 
district stores. Another variant of this approach is the primary distributor system, in which 
the procurement unit signs one contract with the supplier and a second contract with a 
private-sector distributor (the “primary distributor”) to store the goods and deliver them to 
facilities.1 
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g. Vulnerability to Corruption and Political Interference 


One of the main drawbacks to the CMS model is the potential for corruption and political 
interference.2 Public officials may be tempted by the large amounts of money involved in 
drug and contraceptive purchases.4 They may also be subject to political influences or 
pressures from special interests, such as when senior managers are political appointees or 
when the agency is required to hire or retain staff members regardless of their qualifications 
or performance.1    


Unless there is a robust system to establish and maintain transparency in the procurement 
process, it can be easy for government procurement officials to make discretionary 
decisions for their own personal enrichment or to repay political favors.9 For example, 
officials may manipulate contract awards to favor specific suppliers, inflate prices to allow 
individuals to siphon money, buy larger quantities of a drug than are needed, overlook 
counterfeit drugs, or pay for drugs that are not delivered or that do not meet quality 
standards.4 


Compared with a Ministry of Health procurement unit or a CMS model, ASAs and 
parastatals have the potential to improve transparency, eliminate political interference in 
procurement decisions, and reduce corruption. Indeed, this is one of the key reasons for 
governments to shift from one model to the other.5 However, these organizations do not 
always possess or practice an adequate level of autonomy.2 Political influences may shape 
hiring decisions, or the government may require a parastatal or ASA to distribute drugs 
without charge or on a credit basis.1 ASAs generally have greater independence than 
parastatals and are therefore less prone to political interference. 


Regardless of whether a central procurement unit operates as a CMS, parastatal, or ASA, 
governments must take action to increase transparency and reduce opportunities for 
corruption. They should enact, implement, and enforce professional guidelines, policies, and 
practices that encourage ethical behavior and punish individuals and firms for corrupt 
actions—such as creating open bidding processes with clearly defined procedures for 
redress.9 They can also design institutional checks on corruption; for example, by separating 
the responsibility for procurement decisions from the responsibility for quality control. As 
detailed in the following case study, the Ministry of Health is responsible for ensuring the 
quality of health commodities that are procured by Caja Costarricense del Seguro Social (or 
CCSS, an ASA).5 They can also arrange for good public oversight, including performance 
monitoring and audits. Audits of Ghana’s procurement process, for example, are conducted 
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annually, and in 2003, the legislature made standard procurement procedures a matter of 
domestic law.2 


Case Study: Low Prices but Concerns about Corruption  
at an ASA in Costa Rica


 
 


As of 2009, in Costa Rica, the ASA CCSS is responsible for procuring medicines and 
contraceptives for the public sector. CCSS procures some contraceptive supplies that 
are manufactured internationally and imported into Costa Rica by local distributors; it 
also purchases locally manufactured oral contraceptives at competitive prices. Central 
procurement has given CCSS greater leverage with commercial suppliers, despite Costa 
Rica’s relatively small market. Bulk purchases have also attracted new suppliers, and thus, 
increased competition while further reducing prices. For example, several distributors 
have registered and imported generic injectable contraceptives from Thailand in 
response to bids from CCSS.  


To reduce political pressures and eliminate opportunities for corruption, procurement 
orders are generated automatically by the central warehouse system based on supply 
levels and projected consumption. However, corruption scandals have created deep 
concerns over the efficiency and integrity of the procurement process for health 
commodities in Costa Rica.  


A study of the Costa Rican supply system found that procurement was the stage that 


was most vulnerable to corruption. There was no documentation on policies, prices paid, 
or the criteria used to award bids. Because there were no systems to track supplier 
performance or product quality, suppliers could continue to participate in the 
competitive bidding system until a legal sentence was issued against them for poor 
performance. Some public bids were essentially directed to specific suppliers by the 
wording in the specifications. Suppliers and officials sometimes colluded to create delays 
in the purchasing cycle so that inventories would be depleted and officials would have to 
make direct purchases at higher prices than those allowed by competitive bidding. Finally, 
political pressures sometimes overturned product selection decisions made by 
procurement officials to increase cost efficiency. 
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Public debate and pressure have since led to:  


1. Wide discussion within government of new laws, decrees, and policies to streamline 
the procurement process,


 
increase transparency, and improve the quality of products 


within CCSS. 


2. The establishment of a national commission to ensure the quality of health 
commodities. 


3. Separation of the responsibility for QA from procurement by transferring it from 
CCSS to the Ministry of Health. 


4. Requiring that generic commodities be tested for therapeutic equivalence. 


Sources: Using Technology to Fight Corruption in Pharmaceutical Purchasing: Lessons Learned from the Chilean 
Experience (Cohen and Montoya, 2001)4; Options for Contraceptive Procurement: Lessons Learned from Latin 
America and the Caribbean (Sarley et al., 2006).5 


 


h. Funding Issues 


A CMS most often operates with funds from central treasury allocations and/or donors, 
though a CMS can function as a revolving drug fund.1 


ASAs and parastatals may operate with a variety of different financing mechanisms. Funds 
may come from centrally controlled government budgets, as in Tanzania; treasury funds 
allocated to government institutions for drug purchases, as in Uganda; or public-sector 
revolving drug funds, as in Benin.1 They may also be allowed to manage donor funds for 


procurement.2 


Shifting from a CMS to an ASA or parastatal model cannot solve fundamental problems 
related to the lack of funding for drugs and contraceptives.1 If the government retains the 
ability to require distribution of drugs without charge or on a credit basis (without ensuring 
payment), the ASA or parastatal will not be able to survive.  


i. When is Centralized Procurement Appropriate? 


The World Bank recommends that a centralized procurement system be used for large, 
fixed-quantity purchases of commodities that are on the government’s essential medicines 
list.7 This makes central procurement especially suitable for contraceptives. However, when 
small quantities of supplies are needed or emergencies arise, facilities should conduct their 
own purchasing. This is the approach taken in Zimbabwe, where the CMS procures, stocks, 
and distributes bulk quantities of high-usage items on the essential medicines list. Other 
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items are ordered as needed by hospitals based on direct delivery contracts that fix prices 
based on an annual bid.1 


2. Decentralized Procurement at the Subnational Level 
In recent years, a growing number of countries have decentralized procurement, either as 
part of broader health-sector reforms or in an effort to better meet local needs through 
increased local involvement, accountability, and flexibility.1,2,10 Decentralized procurement 
pushes varying degrees of responsibility for procurement from the national to the provincial, 
district, municipal, or even the facility level.11 


At its most extreme, districts and health facilities may be expected to manage the entire 
procurement process, from identifying suppliers and negotiating prices to ordering drugs 
and medical supplies as well as assuring their quality. Frequently, however, decentralized 
procurement systems do not shift the entire burden of procurement to lower levels. For 
example, districts and health facilities may be limited to ordering from a national supply 
authority or from suppliers prequalified by a central office, sometimes at prices also set at 
the central level; there may be a pooled procurement mechanism; or quality control and 
auditing functions may be maintained at the central level.7,10 


Experiences with decentralized pharmaceutical procurement have been mixed, with 
concerns raised about high prices, poor quality, unreliable supply, and management capacity.6 
This situation has been especially obvious in Brazil, which has changed back and forth 
between centralized and decentralized models of contraceptive procurement over the past 


decade: family planning logistics were decentralized in 1997, recentralized in 2000, and then 
once more decentralized in 2001. As of 2005, the Ministry of Health once again assumed 
chief responsibility for the procurement and distribution of contraceptives, but some 
municipalities continue to purchase additional contraceptive methods on their own.10 


Case Study: Centralized Contraceptive Procurement in Brazil 


In Brazil, corruption scandals, health-sector restructuring, and weak technical capacity at 
various levels of government caused the national procurement strategy to switch back 
and forth between centralization and decentralization several times between 1997 and 
2005. Challenges included lack of infrastructure and procurement capacity at the 
municipal and state levels, suppliers charging higher prices when municipalities conducted 
procurement, high tariffs and importation duties, and a restrictive regulatory setting. 
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The federal government moved to recentralize all contraceptive procurement in 2005, 
although some municipalities purchase additional methods on their own. Contraceptives 
are now included on the essential medicines list for basic health care, and the federal 
government is committed to eventually meeting 100 percent of the entire population’s 
need for a range of contraceptive methods, although traditionally it has not been 
effective in reaching certain portions of the country.  


To accomplish these goals, the federal government is working to strengthen 
procurement and distribution at every level of government. Currently, the Ministry of 
Health develops a contraceptive procurement plan, which is reviewed by the Ministry of 
Planning. Once approved, the General Coordination of Logistics Resources (CGRL) 
manages the procurement process. CGRL is also responsible for distribution, 
warehousing management, and, in the case of foreign products, importation and customs 


clearance.  


To promote transparency and prevent corruption, information regarding every step of 
the procurement process, including the announcement of price registration, details of the 
bidding documents, and the provisions of the contracts awarded, are made publicly 
available. The procurement process begins when CGRL issues an invitation for the 
registration of product prices to potential suppliers. This enables the government to 
reserve the funds needed for procurement. Once funds are allocated, procurement may 
follow one of four paths: bids may be open to offers from any interested parties, they 
may be limited to offers from officially registered firms, they may require an invitation by 
the administrative authorities, or they may be sent to a public auction.  


Sources: Decentralizing and Integrating Contraceptive Logistics Systems in Latin America and the Caribbean: With 
Lessons Learned from Asia and Africa (Beith et al., 2006)10; Options for Contraceptive Procurement: Lessons Learned 
from Latin America and the Caribbean (Sarley et al., 2006).5 


 


a. Impact on Costs 


Certain characteristics of decentralization may tend to control costs. Some believe that cost 
consciousness is greater at the local level. Local staff responsible for procurement also may 
be able to better tailor purchases to local needs and thus allocate scarce resources more 
efficiently. Finally, decentralization may lead to a more equitable distribution of resources, 
which can benefit marginalized regions and groups while reducing the amount of funds spent 
elsewhere.10  


However, decentralizing procurement reduces the size of orders, shifts purchases to local 
suppliers, and eliminates economies of scale, which usually results in considerably higher 







G Supplementary Topics 
 


Procurement Capacity Toolkit Procurement Models: Centralized vs. Decentralized-11 


prices.1,2,5 For example, in Ecuador, 167 health areas (which may comprise departments or 
large hospitals and health centers) are responsible for procuring their own supplies. Health 
areas purchase contraceptives annually from a preapproved list of suppliers, a practice that 
ensures product reliability and quality but does not guarantee prices. While health areas are 
allowed to procure internationally, they tend to procure locally.10 The result is 
contraceptive costs that are far higher than in other Latin American countries. Facilities in 
Ecuador paid US$2.22 for generic oral contraceptives, while prices elsewhere in the region 
generally fell within a range of US$0.29 to US$0.33 per cycle. Similarly, Ecuador paid 
US$2.89 for Copper T-380A intrauterine devices, compared with prices as low as US$0.31 
in Chile.5 


Decentralized systems frequently combine local ordering with some form of centralized 
price negotiation or purchasing mechanism to retain economies of scale and minimize 
prices.5,10 In Guatemala, for example, the procurement of drugs has been decentralized to 
local health areas. Each year, a central committee negotiates prices with suppliers based on 
the consolidated needs of the entire public health system. Each health area then places its 
order directly with suppliers at the negotiated prices and arranges for local delivery of its 
purchases.11 When all donations of contraceptive commodities are completely phased out, 
procurement responsibility for contraceptives may also be decentralized to the local level. 
The arrangement has resulted in storage and distribution savings for the program.10 


Similarly, the Ministry of Health system in El Salvador has created a mechanism to 
consolidate forecasts from its 27 basic integrated health care systems (SIBASIs) and lock in 
bulk prices for essential medicines. The Essential Drugs Unit at the Ministry of Health tallies 
up product needs for each SIBASI, negotiates bulk procurements with suppliers, and pools 
financial resources from each SIBASI to pay for a one-time contract. A similar mechanism is 
used for contraceptives, except that they are procured from the United Nations Population 
Fund (UNFPA) rather than local suppliers. The system has contributed to more transparent 
and more efficient procurement processes as well as substantial cost savings.11 


b. Impact on Quality Assurance 


Decentralization increases the difficulty of ensuring product QA because lower-level staff 
frequently lack the capacity—including both skills and specialized equipment—to oversee 
formal quality control procedures and undertake batch testing of contraceptives.8,11 


To prevent an erosion of product quality, programs may maintain quality control and 
manufacturing compliance functions at the central level.10 Indeed, it can be argued that 
guaranteeing the safety and efficacy of all health commodities circulating in the marketplace, 
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as well as in the health systems, should be the responsibility of the central government. One 
common approach is for national authorities to create a list of prequalified suppliers and 
require local officials to purchase only from those suppliers.6 This is the way decentralized 
procurement systems in Bolivia, Colombia, and Ecuador operate.5,10  


In Bolivia, 314 municipalities individually procure drugs for maternal and child health 
services. In Colombia, departments, municipal governments, and hospitals directly procure 
goods and services, including contraceptives. And in Ecuador, procurement is decentralized 
to 167 health areas. In each country, however, a central office at the Ministry of Health or 
Ministry of Social Protection prequalifies suppliers based on their contracting history, 
capacity to deliver needed goods and services, distribution capacity, and working capital. 
Local procurement officials are required to buy from these suppliers, which provides some 
assurance of quality and reliability. However, the central authorities do not negotiate prices, 
so different facilities pay different prices for the same product and prices may fluctuate over 
time. Because purchases are small in quantity, the system does not realize any economies of 
scale and prices are high. 


Case Study: Pros and Cons of Decentralization in Colombia 


After Colombia decentralized its health care system, municipalities assumed 
responsibility for primary health care and first-level hospitals, while 32 departments 
assumed responsibility for secondary and tertiary health facilities as well as a major public 
health campaign. As a result, contraceptive procurement now takes place at every level, 
including departments, municipalities, and even hospitals if they meet certain criteria.  


Decentralization has had both positive and negative effects on family planning. Coverage 
has increased. Procurement and contracting processes are more flexible, as is the use of 
resources. However, the system cannot realize any economies of scale for procurement. 
Product quality also may be less than optimal. Although there are purchasing regulations 


in place, many hospitals buy locally at the lowest cost without sufficient attention to 
quality. Finally, poor coordination between the different levels of the system creates 
considerable opportunity for corruption, including double payments by both the 
department and municipality. 


Source: Decentralizing and Integrating Contraceptive Logistics Systems in Latin America and the Caribbean: With 
Lessons Learned from Asia and Africa (Beith et al., 2006).10 
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c. Impact on Reliability of Supplies 


One potential advantage of decentralized procurement is the improvement of the availability 
and reliability of contraceptive supplies. Decentralized procurement systems often use 
nearby local suppliers that may include the cost of local delivery in their prices. This can 
shorten lead times and make deliveries more flexible and efficient. Local control over 
ordering decisions, shipping schedules, and means of transportation also contribute to more 
flexible delivery schedules.11 


Decentralized procurement systems provide local authorities with a greater knowledge of 
local needs and problems regarding drug and medical supplies and may more easily be held 
accountable for any problems that arise. As a result, they may be more committed to 
ensuring the availability of supplies and more willing to explore innovative local solutions to 
supply problems.10 For example, when there are stock-outs, health facilities in Ghana can 
buy supplies at local pharmacies and wholesalers to maintain availability of key products, 
while municipalities in Bolivia have explored arrangements with other municipalities, 
nongovernmental organizations, and private providers.2,10 


The power of local oversight to improve the availability of health products can best be seen 
in Vietnam, where the Ministry of Health and the United Nations Children’s Fund provided 
seed stock and training for revolving drug funds at the community level. Since their 
establishment in 1994, more than 80 percent of the drug funds have operated sustainably, 
and affordable, good-quality drugs are now routinely available at most health centers.12 
Decisions regarding ordering, procurement, and the sale of drugs have been decentralized 
to the community and facility levels, with committees of trained local people providing co-
management and oversight. The participation of these local committees has been crucial to 
the success of the funds; funds lacking this kind of local involvement have become 
decapitalized or exclusively profit oriented. Greater availability of drugs at the health centers 
has increased demand and sales volume. This, along with cash payments to suppliers (in 
contrast to the slow and bureaucratic central government reimbursement system), has 
provided an incentive for private vendors to enter the market and compete with the official 
government supplier.  


d. Impact on Management  


The greatest challenge in decentralizing procurement systems is providing for adequate 
human resources capacity in each district or health facility. Because procurement 
professionals are in short supply, there are usually few or no staff members with 
procurement skills or experience at lower levels of the health system.2,7 If decentralized 
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systems are to succeed, countries must gradually develop capacity at lower levels before 
devolving the responsibility for procurement. It is essential to: 


• Ensure that there are personnel available at the local level to take on these new 
roles and responsibilities. 


• Explicitly delegate procurement authority, functions, and responsibilities to local 
personnel as part of their position descriptions. 


• Invest in the training and supervision needed for local personnel to master essential 
procurement and supply chain knowledge and skills. 


• Supply the information systems and other resources needed to support their new 
functions.10,11 


In essence, a decentralized approach means that health systems are duplicating existing 
procurement skills at the central level many times over, which is inherently inefficient and 
costly.8 Health systems can reduce the management burden of procurement on districts and 
facilities by centralizing some functions, such as the negotiation of bids and prices.2 


Frequently, decentralization has disrupted contraceptive procurement and logistics because 
there was insufficient action taken to develop the procurement capacity of local staff.11 In 
Brazil, for example, the availability of contraceptives suffered when procurement was 
decentralized to municipalities without proper local capacity-building, and the family planning 
supply chain was recentralized.11 Similarly, in Mexico, decentralization led to some regions 
not ordering enough contraceptives, which produced stock-outs at many levels. In response, 
the Ministry of Health required states to reserve at least 10 percent of their budget for 
contraceptive procurement and also gave states the option to order contraceptives directly 
from the central level through a pooled procurement mechanism.10 


Less obvious is the need to reorient procurement officials at the central level to play a new 
and different role, that is, to guide local staff who are assuming responsibility for 
procurement by developing regulations, norms, protocols, and procedures.10,11 Central 
procurement officials should also be responsible for monitoring local performance and 
making sure local procurement officers adhere to good procurement practice. Otherwise, a 
decentralized system may not meet public health objectives and may waste scarce funds.6 


In Ecuador, for example, decentralized procurement by health areas has been hampered by 
the lack of guidance from above. There is no standardized system that clearly establishes the 
frequency of contraceptive procurement, logistics training for local staff members is limited, 
and there are no procedural manuals or supervisory visits addressing logistics issues. One 
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key recommendation for improving the system is to strengthen the role of the central level 
first in developing and implementing norms, procedures, and guidelines, and then in making 
sure that they are followed at the local level.10 


Center-led procurement, which is an innovative, flexible procurement model developed by 
the business world, provides a useful model here.13 Center-led procurement encourages 
companies to use a mix of different purchasing models and mechanisms—ranging from 
centralized sourcing to decentralized buying—depending on what is being bought, who 
needs it, and where it will be used. However, the central purchasing department is expected 
to contribute its expertise to every transaction and to structure and guide all buying 
processes. For example, central purchasing might draft a set of best practices for procuring 
specific goods or services and disseminate them to local units conducting decentralized 
procurement. The analysis would draw attention to potential hidden costs and point out 
savings drivers. 


e. Impact on Corruption and Political Interference 


Decentralization can have contrary effects on corruption and political interference. On the 
one hand, the smaller amounts of money involved in each transaction may reduce the 
incentive for corrupt behavior.4 Close local oversight may improve transparency and 
accountability.10 Increasing the number of people involved in procurement may also make 
large-scale corruption more difficult. In Thailand, for example, centralizing procurement 
from individual hospitals and health centers to provincial health officers facilitated wide-scale 
corruption, because politicians found it easier to pressure a smaller number of officials with 
authority over procurements to direct purchases to preferred companies.14 


On the other hand, decentralization actually increases the opportunities for corruption, 
albeit on a smaller scale, because it increases the sheer number of procurement transactions 
taking place.4 Larger numbers of transactions and procurement decision-makers also make it 
more difficult to enforce rules and regulations for transparent procurement practices.1,2 A 
short-lived anticorruption campaign in Buenos Aires, Argentina, in the mid 1990s 
demonstrates that corruption exists in decentralized systems. The Health Secretariat began 
collecting and compiling data on the supplies ordered and prices paid by each of the 33 
public hospitals that conducted procurement. They shared that information with the 
hospitals, highlighting the high and low prices. Prices fell almost 15 percent after monitoring 
began, despite the fact that there were no prizes or punishments attached. After a few 
months, when anticorruption rhetoric waned, prices began to rise again, beginning with 
hospitals that had the lowest wages for procurement officers.15 
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f. Impact on Funding  


If procurement is decentralized, then financial resources must follow. When local authorities 
are given responsibility for procurement without an adequate budget, decentralization 
becomes an abandonment of responsibility.1 


g. When is Decentralized Procurement Appropriate? 


Decentralized procurement is most appropriate for emergencies, small quantities, items that 
are not on national essential medicines lists, and products that are available from a number 
of local suppliers. Estimated quantity supply contracts are a good fit for decentralized 
systems. Under these contracts, local authorities place orders as needed at prenegotiated 
prices that are based on estimated order volumes.7 


Case Study: The Impact of Decentralization in Mexico 


In Mexico, contraceptive procurement was decentralized to the state level almost 
immediately after the United States Agency for International Development phased out 
contraceptive donations in 1996. Planning was poor, however, so most states were 
unprepared and unfamiliar with the processes for projecting demand, planning 
procurements, and budgeting for their contraceptive needs. The result was frequent 
stock-outs and a major rupture in the supply of contraceptives, despite the maturity of 
the program, a supportive environment, and relatively good technical and financial 
capacity.  


In response, Mexico’s Secretaría de Salud (SSA) established a coordinated contraceptive 
procurement mechanism at the central level. The SSA began making annual contraceptive 
procurements through UNFPA, which gave states access to international prices and 
achieved significant cost savings. In 2002, the states saved approximately US$3.9 million 
compared with what they would have paid on the commercial market. However, fewer 


than half of Mexico’s 32 states have participated in the coordinated procurement process 
because of delays in delivery, stringent quality control measures for imported products, 
UNFPA’s requirement of full payment in advance, and UNFPA’s reluctance to issue fiscal 
receipts required by most federal and state entities.  


Mexico’s other major public health institution, the Instituto Mexicano del Seguro Social 
(IMSS), declined to join in central procurement from UNFPA. IMSS, which had been 
procuring contraceptives from commercial suppliers since the early 1990s, was afraid the 
length of the UNFPA procurement process could create stock-outs and was unsure of 
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the real cost savings since UNFPA prices do not include distribution costs. IMSS had 
continued to procure its contraceptives through commercial suppliers, but it has had to 
pay significantly higher prices than SSA and has also come under pressure to improve the 
transparency of its procurement processes.  


Source: Options for Contraceptive Procurement: Lessons Learned from Latin America and the Caribbean (Sarley et 
al., 2006).5 


 


In summary, each model has effects, disadvantages, and advantages, as shown in Tables 1 and 
2.  


Table 1. Impact of Different Procurement Models 


Procurement 
Model 


Effect on 
Prices 


Quality 
Safeguards Lead Times 


Management 
Capacity 
Required 


Vulnerability to 
Corruption and 


Political 
Interference 


Appropriate For? 


Centralized Positive Potentially 
strong Moderate Strong High 


- Large orders 
- Items on national 
essential 
medicines lists 


Decentralized Negative Weak Short Strong Moderate to 
high 


- Small quantities 
- Emergency items 
on essential 
medicines lists 


 
 


Table 2. Key Advantages and Disadvantages of Various Models  
Procurement Model  


or Mechanism Advantages Disadvantages 


Central medical stores 


- Economies of scale reduce prices and 
administrative costs 


- Optimizes use of scarce procurement 
professionals 


- Highly vulnerable to political interference 
- Civil service employment conditions make 


it difficult to hire and retain skilled staff 
and limit accountability 


Parastatals and ASAs 


- Economies of scale reduce prices and 
administrative costs 


- Optimizes use of scarce procurement 
professionals 


- Promotes commercial business practices 


- Somewhat vulnerable to political 
interference 


- Potential conflict between public health 
and commercial goals 


Decentralized 


- Local control makes system more 
responsive to local needs and more 
accountable to clients 


- Shorter lead times and more flexible 
deliveries 


- Small orders mean higher prices 
- Duplication of effort increases 


administrative costs 
- Need to create procurement capacity at 


lower levels 
- Difficult to enforce procurement 


regulations 
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H. Product Quality Assurance 


Product quality assurance (QA) is the sum of all activities and responsibilities intended to 
ensure that a product complies with the applicable quality specifications. The importance of 
product QA cannot be understated; poor-quality drugs and medical devices can negatively 
impact the lives of end users and erode consumer confidence in public health services. The 
lack of a QA system leads to poor-quality medicines entering the public and private health 
care market, which contributes to the proliferation of diseases, especially those that become 
resistant to traditional first-line medicines. 


A QA system can be divided into three parts: ensuring products meet current standards for 
quality, verifying shipped products meet specifications, and monitoring and maintaining 
quality once products are received until they are consumed by the end user. Critical 
components of a QA system at the manufacturer level are current good manufacturing 
practices (cGMPs) and quality control procedures. 


Quality control procedures verify that the product is of acceptable quality. The key players 
involved in the supply and quality control of products include the procurement unit, national 
drug and medical device regulatory authority, raw materials suppliers, manufacturers, 
logistics systems personnel, the service provider, and end users. Of all these key players, 
manufacturers are primarily responsible for the quality of the drugs and medical devices.  


1. Quality in the Product Supply Chain 
The graphic below provides a visual overview of the key activities that occur in the standard 
product supply chain. The overall lifecycle of medicines and medical devices has several 
points at which QA needs to be implemented and verified through checkpoints, from 
manufacturing to end use. 
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1. Raw Materials 2. Components 3. Production 4. Packaging


8. Receiving 7. Transport 6. Customs 5. Shipping


9. Storage 11. End Use10. Distribution


Product Supply Chain


PATH 2007


Important points to remember about the product supply chain are as follows:  


1. Raw materials: Use of poor-quality or counterfeit raw materials can impact 
component fabrication and pose a risk to quality. 


2. Components: Use of poor-quality or substandard components can pose a risk to 
quality in the production of end products. 


3. Production: The absence of or problems with active ingredients, such as cross-
contamination of other products made on the same manufacturing line, and 
nonadherence to cGMPs can lead to a poor-quality product. 


4. Packaging: It is important that the packing materials are not substandard because 
they will not adequately protect the product. Additionally, the product should be 
labeled properly on the primary package for easy and accurate identification. 


5. Shipping: Knowing product requirements and preparing accurate and 
comprehensive shipping requirements for the product are imperative for 
maintaining product quality during transit. An example is temperature-sensitive 
products like vaccines. 


6. Customs: To avoid delays in clearing customs, products must be registered and all 
required documentation must be submitted on time. Product registration and 
customs approval of such is another verification of QA. 
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7. Transport: Providing adequate transport, in a timely manner, ensures the delivery 
of the product on time and within the conditions required (e.g., refrigerated). 


8. Receiving: Upon receipt, all products should be inspected for visual damage and 
the receipt, condition, and quantity properly recorded in the logbook. Procurement 
should be notified of the arrival of damaged products. More information about 
visual inspection can be found in Section I: Product Inspection and Testing. 


9. Storage: The environment of the warehouse should be regulated to take into 
consideration the impacts on products of temperature, moisture, and exposure to 
direct sunlight. Additionally, the warehouse should be well organized, so products 
can be easily located and do not become damaged, and expiration dates can be 
monitored.  


10. Distribution: The considerations for QA as the product is distributed from the 
central warehouse to the end user are proper loading and securing of the 
shipment, temperature controls (when required), and commodity security. 


11. End use: It is important that the dispenser is knowledgeable about the product in 
order to provide the end user with instructions on proper use. Additionally, the 
storage requirements of the product need to be followed by the dispenser and 
patient to maintain QA. 


2. Roles and Responsibilities 
No individual agency bears the sole responsibility for assuring product quality through the 


lifecycle of a product. Quality is assured by collective and responsible action from each 
player throughout the supply chain. The roles and responsibilities of each of these players to 
ensure product quality are described below.  


a. Role of the Procurement Unit  


The critical role of the procurement unit in obtaining quality products cannot be 
overemphasized. The procurement agency must have procedures in place to ensure that the 
products being procured are safe and effective and that it has maximized supplier selection 
and assessed its own capacity to judge these requirements. The procurement agency must 
maintain a comprehensive documentation infrastructure that includes policies, guidelines, 
standards, manuals, procedures, records, and related documents. 







H Supplementary Topics 
 


Procurement Capacity Toolkit Product Quality Assurance-4 


The recommended process for ensuring quality products is to purchase from World Health 
Organization (WHO)-prequalified manufacturers (see Section E: Prequalification). However, 
when this is not possible, then the purchaser is advised to take the following steps: 


1. Know the best available product standards. Check with the local regulatory 
authority to identify registered products and national standards. If these are not 
available, then check with other regulatory authorities or international standards 
bodies, such as the International Organization for Standardization (ISO) and 
pharmacopoeias. Ensure that the products specified comply with country legislation 
on registration licensing status and patent registration or restrictions.  


2. Know the marketplace and the available manufacturers. The purchaser must ensure 
that the product can be traced to the finished product manufacturer, and the 
manufacturer can trace the product ingredients to their producers. Understand the 
capacity of the supplier’s plant(s). Evaluate the qualifications of key production and 
quality control personnel. Investigate how the supplier is regarded by 
knowledgeable physicians and pharmacists. Review any internationally recognized 
certificates that the manufacturer holds (e.g., ISO). Review any information available 
from public sources (such as newspapers or trade journals) concerning the 
supplier’s performance locally or in other countries.  


Check if the supplier is registered in the Pharmaceutical Inspection Convention and 
Pharmaceutical Inspection Co-operation Scheme (PIC/S, http://www.picscheme.org) 
or International Conference on Harmonisation of Technical Requirements for 
Registration of Pharmaceuticals for Human Use (ICH, http://www.ich.org) as a 
member country, if the product is registered for export only, and if the product is 
registered in the country of the purchaser. (See Section I: Product Inspection and 
Testing and Section K: Regulatory Authorities for more information on the PIC/S 
and ICH.) Contact the national regulatory authority to establish what types of 
inspections are performed at the manufacturing site and what medicines or medical 
devices are quality control tested for analytical verification of quality (levels and 
types of inspections, if any, can vary from country to country). Review the results 
of the most recent inspections and inquire about recall history. Review certification 
documents that are available from the regulatory authority concerning the 
supplier’s status and compliance with cGMPs.  


Buyers with pharmaceutical staff trained in cGMP inspection or that hire a 
consultant with this expertise may perform their own inspections of manufacturers 
that are potential suppliers if funds are available to do so. In any case, the purchaser 



http://www.picscheme.org/
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should always reserve the right to inspect the manufacturing facility. Request 
references from the supplier and check them, investigating any concerns or 
episodes of quality problems. 


3. Work with the pharmacy staff to develop and articulate appropriate quality 
indicators and quality conformance requirements that will be used as part of the 
product and contract specifications. One possible requirement may be to review 
manufacturer documents, such as batch certificates of analysis, sterility, or others 
as applicable. Another may be to conduct preshipment testing by an independent, 
credible international laboratory (also see Module 9: Contract Performance and 
Monitoring). Include penalties in the contract for failure to comply with stated 
quality indicators. 


4. Ensure that the product specifications are brand neutral. Beware of specifications 
that pertain to only one manufacturer’s product.  


5. Upon arrival of the goods, the procurement unit should follow up with the supplier 
on any issues regarding the visual inspection of the products and/or the goods and 
quantities delivered.  


b. Role of the National Drug and Medical Device Regulatory Authority 


The establishment of a national drug and medical device regulatory authority is an important 
element of a national drug policy, particularly in developing countries, since it provides the 
basis for product licensing, which is intended to ensure the quality of both imported and 
domestically produced products. A comprehensive registration or licensing system should 
include mechanisms for independent product evaluation, including inspection and monitoring 
of manufacturing facilities, as well as testing and inspection of finished products. Drug 
regulatory authorities should have authority to recommend and enforce corrective actions 
when necessary. It is advised that national regulatory authorities be responsible for 
monitoring the quality and safety of medicines to prevent harmful, substandard, and 
counterfeit medicines from reaching the public. This monitoring is referred to as post-
market surveillance and involves selecting random samples from the market and testing 
them for efficacy and confirmation of product registration. National regulatory authorities 
should also monitor adverse drug reactions, disseminate medicine and poison information, 
and implement and update medicine regulations. 


The degree of development of the drug regulatory authority varies considerably among 
countries, ranging from those with limited capacity (i.e., no up-to-date legislation or 
regulation) to those considered stringent regulatory authorities with comprehensive drug 
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regulatory capacity (including, for example, product registration, licensing for manufacture 
or distribution, and a full range of quality control testing). For more information about 
countries with stringent regulatory authorities, see Section K: Regulatory Authorities. These 
differences notwithstanding, the standard of control varies from country to country and 
even among comparable systems. In some exporting countries, drugs are registered and sold 
freely but not rigorously evaluated for efficacy. In other countries, manufacturers may 
produce exclusively for export; the exporting country’s drug regulatory authority may not 
closely scrutinize these manufacturing facilities. Procurement offices still need to request 
certificates from the drug regulatory authority of the exporting country as recommended by 
WHO. 


c. Roles of the Raw Materials Suppliers and the Manufacturer 


Raw materials suppliers are responsible for identifying manufacturing requirements and 
control specifications to ensure that products can consistently be produced in accordance 
with these requirements. A supplier must adhere to international pharmacopoeia standards, 
and must also conduct the necessary tests and sampling to demonstrate that a product is 
safe, effective for its intended use, and of good quality. Additionally, a raw materials supplier 
must certify the safety, efficacy, and stability of the finished raw materials and maintain the 
necessary drug master files and monographs of the active pharmaceutical ingredients.  


The manufacturer is responsible for ensuring that pharmaceutical products are fit for their 
intended use and comply with applicable national or international standards and purchase 
contract specifications. It is the manufacturer’s further responsibility not to place users at 
risk due to inadequate safety, quality, or efficacy. Throughout the production process, 
manufacturers must adhere to cGMPs. As part of cGMPs, manufacturers should validate all 
raw materials and suppliers to ensure that starting materials meet production specifications. 
In particular, a manufacturer should have an independent quality control unit that monitors 
the quality of incoming materials, the quality of the product at key stages in the production 
process, and finished products. Manufacturers also must monitor product stability to ensure 
that products do not deteriorate before the marked expiry date.  


d. Role of the Logistics System 


A reproductive health program’s logistics management information system plays the primary 
role in ensuring product quality from the time the product clears customs until the time it 
reaches the user. The logistics system is responsible for ensuring that products are 
transported and stored adequately and that practices such as “first expiry, first out” are 
routinely used in distribution. Products need to be stored in such a way that their quality 
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and integrity are preserved and that batch traceability is maintained. All logistics systems 
should have mechanisms for monitoring product quality upon receipt and at regular intervals 
during storage, and for documenting and reporting results.  


e. Roles of the Service Provider and End User 


Service providers and users also play important roles in ensuring product quality and 
effectiveness. Providers should store products according to the manufacturer’s directions 
and should check the expiry date, the integrity of the packaging, and any other signs of 
possible deterioration of the product before distribution to users. Users should also be 
made familiar with the expiration date and package integrity of all products before use. 
Users should report any adverse reactions to the provider, who in turn should report them 
to the logistics manager, clinical manager of the program, or other individuals, depending on 
the nature of the complaint and the established reporting procedures.  


3. Quality Assurance Standards and Norms 
To help the above key players better manage their processes for ensuring quality and build 
on existing national standards, several international standards and norms have been 
developed. These standards and norms establish specific procedures and practices that are 
designed to support a consistent approach to implementing operational activities so that 
inherent risks to product quality can be mitigated. 


• Current good manufacturing practices is a term that is recognized worldwide 
and refers to quality systems regulation. cGMPs are followed by manufacturers for 


the control and management of the quality control of foods, pharmaceutical 
products, and medical devices. Products must meet specific requirements for 
identity, strength, purity, quality, safety, and efficacy.  


• The Global Harmonization Task Force (GHTF) is a voluntary group of 
representatives from national medical device regulatory authorities and the 
regulated industry in Australia, Canada, the European Union, Japan, and the United 
States. In 2006, membership expanded to include three liaison body members: the 
Asian Harmonization Working Party, the ISO, and the International 
Electrotechnical Commission. The purpose of the GHTF is to encourage 
convergence in regulatory practices related to ensuring the safety, 
effectiveness/performance, and quality of medical devices; promote technological 
innovation; and facilitate international trade. The primary way in which this purpose 
is accomplished is via the publication and dissemination of harmonized documents 
on basic regulatory practices.  
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• Good laboratory practices embody a set of principles that provide a framework 
within which laboratory studies are planned, performed, monitored, recorded, 
reported, and archived. 


• Good dispensing practices confirm the authenticity of the product, inspect the 
package and product, and ensure storage of the product under required conditions. 


• The International Standards Organization develops standards that provide a 
broad umbrella for quality systems as well as specific product standards. For 
instance, ISO 9001 outlines criteria for a quality management system, and ISO 
13485 is a standard specifically for systems controlling the manufacture of high-
quality medical devices. ISO standards also call out product-specific standards, such 
as ISO 4074, which specifies male condom requirements and testing standards.  


• The CE mark is a mandatory European marking for certain product groups to 
indicate conformity with the essential health and safety requirements set out in 
European Directives for the European Economic Area. To permit the use of a CE 
mark on a product, proof that the item meets the relevant requirements must be 
documented. By affixing the CE mark, the manufacturer, or in certain cases, 
another legal person responsible for the product, asserts that the item meets all 
the essential “health and safety” requirements of the relevant European 
Directive(s) that provide for the CE mark. 


• WHO Department of Medicines Policy and Standards is the lead 
department in WHO for medicines policies, norms, and standards. The department 
develops, validates, disseminates, and promotes global policy guidance, norms, and 
standards on pharmaceuticals, including essential medicines. It also conducts the 
Prequalification of Medicines Programme for manufacturers of medicines that treat 
HIV/AIDS, malaria, tuberculosis, and reproductive health. The Prequalification 
Programme also addresses certain devices and equipment. See Section E: 
Prequalification for more information. 







H Supplementary Topics 
 


Procurement Capacity Toolkit Product Quality Assurance-9 


Resources 
Ensuring the Quality of Medicines in Resource-Limited Countries: An Operational 
Guide (United States Pharmacopeia Drug Quality and Information Program and 
collaborators, 2007) 


This guide provides a sequential overview of major topics that need to be considered to 
properly ensure the quality of medicines in resource-limited settings. It contains detailed 
explanations of fundamental concepts, principles, definitions and use of terms, checklists, and 
practical examples to implement effective changes in QA. (The terms medicine, drug, drug 
product, pharmaceutical, and pharmaceutical product are used interchangeably.) 


http://www.usp.org/pdf/EN/dqi/ensuringQualityOperationalGuide.pdf 


Managing Drug Supply: The Selection, Procurement, Distribution, and Use of 
Pharmaceuticals (2nd Edition) (Management Sciences for Health/WHO, 1997) 


This book describes how to manage essential medicines, especially in developing countries. 
It is based on three fundamental beliefs: (1) Essential medicines are critical to the success of 
health programs, (2) improving the management of pharmaceutical supply is a high-leverage 
opportunity to improve health services, and (3) knowledge and experience concerning 
effective pharmaceutical management are spreading rapidly worldwide.  


Available for purchase at: http://www.msh.org/resource-center/ebookstore/ 
product.cfm?p=43 


Requirements for the Quality Assurance of Hormonal Contraceptives (WHO, 1995) 


This document summarizes the basic systems required to ensure the quality of imported 
and domestically manufactured oral and injectable contraceptives. It provides information on 
national and international regulatory mechanisms that can help to ensure the production and 
procurement of good-quality products and suggests a systematic approach to monitoring the 
quality of oral and injectable contraceptives once they leave the manufacturer. 


http://www.who.int/reproductivehealth/publications/family_planning/HRP_ITT_95_1/en/inde
x.html 


WHO Prequalification Programme 


This website details all major topic areas for the WHO Prequalification of Medicines 
Programme. In close cooperation with national regulatory agencies and partner 
organizations, the Prequalification Programme aims to make high-quality priority medicines 



http://www.usp.org/pdf/EN/dqi/ensuringQualityOperationalGuide.pdf

http://www.msh.org/resource-center/ebookstore/%0Bproduct.cfm?p=43

http://www.msh.org/resource-center/ebookstore/%0Bproduct.cfm?p=43
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available for the benefit of those in need. This is achieved through its evaluation and 
inspection activities, and by building national capacity for sustainable manufacturing and 
monitoring of medicines. 


http://www.who.int/prequal/ 


International Organization for Standardization 


The ISO is a nongovernmental network of the national standards institutes of 162 countries, 
which develops and publishes international standards. 


http://www.iso.org/iso/home.htm 


 



http://www.iso.org/iso/home.htm
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I. Product Inspection and Testing 


One way to assess the quality of a product is to inspect and test it prior to final acceptance. 
It is important to only test against criteria identified in the specifications defined in the 
contract documents. Testing helps to reduce the amount of substandard and counterfeit 
products entering the health care system. There are three basic levels of product 
compliance review that a purchaser can implement: document review, visual inspection of 
product, and laboratory or physical testing of product. At a minimum, all shipments should 
be subject to document review and visual inspection to verify compliance with contract 
specifications and order completeness, and to identify any abnormalities with the shipment 
(damage, leakage, incorrect markings, etc.). The next level for assessing the quality of a 
product is provided by laboratory (physical) testing; however, many countries do not have a 
fully functional national medicines quality control laboratory due to the level of technical 
expertise and financial resources required to operate and maintain such a facility. In those 
countries without a national laboratory, there is the option of contracting a private 
laboratory in-country or in another country. 


A purchaser helps ensure product quality by implementing either pre- or post-shipment 
inspection. It is often in the purchaser’s best interest to conduct a preshipment inspection, 
as this can prevent the cost and burden of returning the products and obtaining 
replacements. More information on preshipment inspection can be found in Module 9: 
Contract Performance and Monitoring, Section E. The purchaser reserves the right to 
conduct preshipment or post-shipment inspection by including the requirement in the 
bidding documents and the contract issued to the supplier. The three levels of product 
compliance review are discussed below.  


1. Document Review 
The purchaser should arrange to have documentation submitted by the supplier, such as a 
Certificate of Analysis and certification of compliance with current good manufacturing 
practices (cGMPs), reviewed by qualified personnel to confirm that the required tests were 
satisfactorily conducted in compliance with cGMPs. Shipping documents should be reviewed 
to ensure the shipment is in compliance with contract and shipping requirements. 


2. Visual Inspection 
Visual inspection can be conducted pre- or post-shipment to examine a product and various 
aspects of its packaging, labeling, and markings. It is important that visual inspection be 
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carried out in a systematic manner according to specified criteria by trained personnel. 
During a visual inspection, a representative sample of the product is compared to what has 
been specified in the contract. Products that differ from the contract requirements are 
considered to be nonconforming or defective. Defects can range from minor to critical. The 
decision to accept or reject a batch (production lot) should be based on a comparison of 
the inspection results to the acceptable quality limit specified in the contract. A simple visual 
inspection guideline is provided in Module 2: Specifications (Exhibits 2-1 and 2-2). Visual 
inspection can provide information on whether the: 


• Correct product was received. 


• Product is in good physical condition and meets relevant contract terms and 
conditions. 


• Packaging is intact. 


• Product is adequately labeled. 


• Product is supplied in the specified quantities. 


• Expiration date is valid. 


Visual inspection cannot provide information on: 


• Whether the product contains the specified amounts of ingredients. 


• Potency level. 


• Product sterility (for injectable contraceptives and implants, for example). 


a. Visual Inspection: Classification of Defects 


Visual inspection will likely reveal a variety of deviations from the contract technical 
specifications. Some of these will be of enough concern to warrant rejection of the product 
being inspected, while others may affect less important quality characteristics. The following 
classifications of defects can be used for visual inspection: 


• A minor defect is unlikely to affect the usability of the product, but represents a 
departure from specifications—for instance, improper carton flap closure. 


• A major defect may make the product more difficult to use, but does not have a 
safety or efficacy risk—for instance, missing unit packages, incomplete labeling on 
outer cartons, or damaged cartons. 
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• A critical defect is defined as a defect which, according to experience and 
professional criteria, makes the product potentially dangerous or not viable for its 
intended use—for instance, missing tablets or missing lot number on unit package.  


The programmatic response to defects identified during visual inspection will vary depending 
on the reason for the inspection. 


The classification of critical or major visual defects often implies that further action must be 
taken. For example, if cracked oral contraceptives are noted in a visual inspection, the next 
step may be to select a sample for laboratory testing. If laboratory tests reveal that the 
chemical composition of the pills meets requirements, the program may make the decision 
to distribute the pills. The program needs to consider the severity of the defects, the extent 
to which the defects will affect normal use, the existence of replacement stock, or the costs 
to the program of destroying the products and replacing them. Additionally, if the defect 
affects only a small portion of the lot or shipment, the program may decide to sort out the 
defective products and distribute the remaining products, assuming that they are otherwise 
in good condition and meet quality requirements. The procurement unit needs to bring all 
defects to the attention of the supplier, regardless of the severity. In the case of minor 
defects, this may be the only follow-up action required. In the case of major or critical 
defects, the supplier shall be held responsible according to the terms and conditions of the 
contract. 


3. Laboratory Testing 
Contract terms and conditions should state the analytical tests and requirements against 
which the product may be evaluated before the contract is signed. Although laboratory 
analysis of pharmaceuticals is generally not necessary when dealing with a known supplier, it 
may be warranted in special cases, such as when dealing with a new supplier, when product 
quality is questioned after visual inspection (see section below), or when drug counterfeiting 
is suspected.  


As a general rule, the first three shipments from a new manufacturer should be sampled for 
testing against the requirements laid out in the contract. If all of the lots tested meet the 
specified standards, testing of remaining or future lots is not necessary. Suppliers with 
unacceptable failure rates are dropped from future bids. If there is reason to suspect a 
quality problem, samples from each subsequent shipment should be tested. Even though 
laboratory analysis may not be carried out on a routine basis, a provision for laboratory 
testing should be included in all contracts, to be exercised at the discretion of the 
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purchaser. The supplier should not be expected to comply with tests not specified in the 
contract. 


The national regulatory authority may require that products meet the analytical test 
requirements specified in the national pharmacopoeia or an internationally recognized 
pharmacopoeia. If pharmacopoeia testing requirements exist, they should be stated in the 
contract terms and conditions. If pharmacopoeia testing requirements do not exist or if the 
national pharmacopoeia does not specify tests, an appropriate internationally recognized 
pharmacopoeial standard should be stated in the terms and conditions. The British, 
Japanese, and United States Pharmacopoeias; the European Pharmacopoeia; and the 
International Pharmacopoeia (produced by the World Health Organization [WHO]) are the 
most widely used. The major pharmacopoeias include specifications for raw materials and 
finished products in their finished dosage form and are organized by generic name 
(international nonproprietary name), not brand name. The purchaser may also wish to 
specify that the product meet certain nonpharmacopoeial test requirements; an example 
would be package seal integrity or particle size (for injectable preparations).  


Basic tests for different contraceptives are described below. 


For injectable contraceptives:  


• Identification of active pharmaceutical ingredient (API). 


• Assay content of API. 


• Content uniformity (for suspensions). 


• Filling volume. 


• Integrity of filled containers. 


• Particle size (for suspensions). 


• pH level. 


• Pyrogens. 


• Sterility—no microorganisms detected. 


• Particulate matter. 


For tablets: 


• Identification of API. 


• Assay content of API. 
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• Content uniformity. 


• Disintegration—determines solid dosage form will disintegrate.  


• Dissolution—medicine will dissolve in the body. 


For condoms: 


• Performance requirements: 


– Burst volume before and after oven conditioning. 


– Burst pressure before and after oven conditioning. 


– Freedom from holes. 


– Visible defects. 


– Package integrity. 


• Design requirements: 


– Shape and texture. 


– Integral bead. 


– Color. 


– Scents and flavoring. 


– Width, length, and thickness. 


– Lubricant quality. 


For diaphragms: 


• Dimensional inspection. 


• Membrane thickness. 


• Tensile and elongation of the membrane. 


• Compression resistance of spring. 


• Twisting during compression. 


• Accelerated aging and fatigue resistance. 


For intrauterine devices: 


• Sterility.  


• Package burst strength. 
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The procurement unit should rely on an expert technical committee to advise on testing 
issues, interpretation of test results, and resulting decisions. Committee members could 
include individuals from the drug regulatory authority and clinical experts from within the 
reproductive health program.  


4. Testing Laboratories 
Many countries do not have local testing laboratories that can perform all of the tests that 
may be required. For example, condom testing requires specialized equipment compared to 
drug testing. WHO has developed practical guidelines for establishing small- and medium-
sized testing facilities.††††† However, it may not be cost effective for some countries to 
establish a sophisticated national drug control laboratory for a number of reasons, including: 


• Low projected volume of work, making it difficult to maintain staff skill levels, 
equipment calibration, and accreditation. 


• Insufficient financial resources for land purchase, facility construction, testing 
equipment, furniture, supplies, equipment maintenance, salaries, training, and other 
operating costs. 


• Lack of trained personnel, such as microbiologists, pharmacologists, laboratory 
technicians, and animal caretakers. 


• Lack of local capacity for maintenance and repair of equipment, difficulty in 
obtaining spare parts, and irregular or unstable power supply. 


The most common problem in maintaining a competent testing laboratory is low projected 
volume of work, since technician skills and equipment efficiency can decline seriously when 
not frequently or routinely applied. One solution is to use contracted testing services. 
Contracting with an independent agency or national laboratory to perform visual inspection 
and/or analytical testing can be useful when a neutral, third-party assessment is needed or 
when the purchaser is limited in its ability to monitor product quality or contract 
compliance when, for example, the supplier is in another country. Independent testing 
laboratories can provide a wide variety of services, ranging from conducting laboratory tests 
and onsite sampling and inspections to facilitating customs and shipping procedures. When 
using an independent company or national laboratory, the purchaser should retain complete 
control over the arrangements for inspection and testing, including contracting for the 


 
††††† Good Laboratory Practices in Governmental Drug Control Laboratories. In: WHO Expert Committee on Specifications 
for Pharmaceutical Preparations. Thirtieth Report. WHO Technical Report Series No. 748. Geneva: World Health 
Organization; 1987: 20–39. Available at: http://whqlibdoc.who.int/trs/WHO_TRS_748.pdf. 



http://whqlibdoc.who.int/trs/WHO_TRS_748.pdf
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services. It is the responsibility of the purchaser to develop the scope of work and establish 
the parameters within which the inspection and testing services are to be accomplished. The 
scope of work needs to be carefully defined by the purchaser and agreed upon by the 
testing agency. The contract should clearly establish such details as: 


• When and where the inspection and/or testing should take place. 


• The time frame for accomplishing the work. 


• What sampling protocol should be followed. 


• Who is responsible for pulling product samples. 


• The standards to which materials and products should be tested. 


• The agreed-upon payment for requested services. 


A critical element of working with a testing service is understanding that the service will not 
advise on actions to be taken. The testing service will only provide results against set 
parameters. The procurement unit, in consultation with its quality assurance experts, still 
needs to make a call as to whether the results show serious enough deficiencies to stop 
distribution.   


The costs for independent testing services will vary, depending on the requirements of the 
particular contract. All costs need to be outlined in a contract and agreed upon before the 
company will carry out the requested work. 


WHO has recommended norms and standards for quality control laboratories and has a 
prequalification process for such laboratories. A list of prequalified laboratories and more 
information about the laboratory prequalification program can be found on the WHO 
Prequalification of Medicines Programme website listed in Resources below. The Male Latex 
Condom: Specification and Guidelines for Condom Procurement (WHO, 2003) includes a list of 
condom testing laboratories (see Resources). The condom testing laboratories are included 
in this document for informational purposes only. 


Resources 
Requirements for the Quality Assurance of Hormonal Contraceptives (WHO, 1995)  


This document summarizes the basic systems required to ensure the quality of imported 
and domestically manufactured oral and injectable contraceptives. It provides information on 
national and international regulatory mechanisms that can help to ensure the production and 
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procurement of good-quality products and suggests a systematic approach to monitoring the 
quality of oral and injectable contraceptives once they leave the manufacturer. 


http://www.who.int/reproductivehealth/publications/family_planning/HRP_ITT_95_1/en/inde
x.html 


WHO Prequalification Programme 


This website details all major topic areas for the WHO Prequalification of Medicines 
Programme. In close cooperation with national regulatory agencies and partner 
organizations, the Prequalification Programme aims to make high-quality priority medicines 
available for the benefit of those in need. This is achieved through its evaluation and 
inspection activities, and by building national capacity for sustainable manufacturing and 
monitoring of medicines. 


http://www.who.int/prequal/  


The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/United Nations Population Fund [UNFPA]/Joint United Nations 
Programme on HIV/AIDS [UNAIDS], 2003)   


This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of quality assurance for condoms 
consistent with high-volume purchases, the needs of different populations, harsh 
environmental conditions, and the probability of less-than-ideal storage conditions. It 
recommends the prequalification of primary manufacturers and lot-by-lot compliance testing 
prior to shipping condoms from the country of manufacture. The document also provides a 
list of manufacturers and testing laboratories for informational purposes only. Appearance on 
this list does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 



http://www.who.int/reproductivehealth/publications/family_planning/HRP_ITT_95_1/en/index.html

http://www.who.int/reproductivehealth/publications/family_planning/HRP_ITT_95_1/en/index.html

http://www.who.int/prequal/

http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/
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Ensuring the Quality of Medicines in Resource-Limited Countries: An Operational 
Guide (United States Pharmacopeia Drug Quality and Information Program and 
collaborators, 2007) 


This guide provides a sequential overview of major topics that need to be considered to 
properly ensure the quality of medicines in resource-limited settings. It contains detailed 
explanations of fundamental concepts, principles, definitions and use of terms, checklists, and 
practical examples to implement effective changes in quality assurance. (The terms medicine, 
drug, drug product, pharmaceutical, and pharmaceutical product are used interchangeably.) 


http://www.usp.org/pdf/EN/dqi/ensuringQualityOperationalGuide.pdf 


Managing Drug Supply: The Selection, Procurement, Distribution, and Use of 
Pharmaceuticals (2nd Edition) (Management Sciences for Health/WHO, 1997) 


This book describes how to manage essential medicines, especially in developing countries. 
It is based on three fundamental beliefs: (1) Essential medicines are critical to the success of 
health programs, (2) improving the management of pharmaceutical supply is a high-leverage 
opportunity to improve health services, and (3) knowledge and experience concerning 
effective pharmaceutical management are spreading rapidly worldwide.  


Available for purchase at: http://www.msh.org/resource-center/ebookstore/ 
product.cfm?p=43 


  



http://www.usp.org/pdf/EN/dqi/ensuringQualityOperationalGuide.pdf

http://www.msh.org/resource-center/ebookstore/%0Bproduct.cfm?p=43

http://www.msh.org/resource-center/ebookstore/%0Bproduct.cfm?p=43
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J. Recordkeeping 


Good recordkeeping is a critical supporting component of a transparent and fair 
procurement process. This activity involves setting up an efficient and dependable 
information management system that not only maintains records of important bidding and 
contract documents but also provides accurate information on the current status of 
individual bidding processes.  


Comprehensive procurement documentation provides procurement organizations with the 
historical data required to defend procurement actions taken, and can assist in informing 
future procurement actions. Effectively run procurement organizations create 
recordkeeping processes to ensure that key records are kept to document the 
procurement process as it takes place, reducing the efforts required to assemble the 
records at the end of the procurement process. Recordkeeping, however, is an area 
frequently overlooked with regard to staff time and financial resources allocated to 
producing adequate and useful procurement records.   


1. Purpose of Recordkeeping 
The main purpose of maintaining procurement records is to provide historical and legally 
binding information in easy-to-read, sequentially organized procurement files so that 
procurement actions and decisions can be understood.   


Effective procurement documentation should: 


• Provide a permanent historical record of the procurement: Documents 
created during the procurement process create a historical record of actions taken 
and will serve to provide a written record that can be drawn on in the future. 
Once the documents are assembled in a single set of files, they are the main source 
of data and the official record of the particular procurement actions. 


• Provide a legal record of procurement actions taken: Procurement 
documents are the official and legal record of actions taken. It is critical that the 
procurement documentation capture all of the relevant information of the 
procurement. These records may be required in defense of any legal protests 
against the procuring organization, such as bid protests and contract disputes. 


• Explain the process and decisions made in a sequential manner: When 
procurement documentation is assembled in the sequence that it is created, it is 
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easy to understand the history. Assembling the procurement records from start 
through finish as the procurement process proceeds makes the job of documenting 
the procurement easier, as the documents are already in sequence. Decisions and 
changes to procurement actions can be simply followed by the reader as long as 
the proper information exists and is filed in historical order. 


• Provide an understanding of the key procurement decisions: High-quality 
procurement documentation should highlight all the key decisions made during the 
procurement process. If particular pieces of documentation are lengthy, adding 
summary notes will help the future reader glean the critical information of why 
particular procurement decisions were made. For example, documentation may 
include a summary note explaining why the second lowest bidder was selected over 
the lowest bidder due to quality issues. 


2. Benefits of Good Recordkeeping 
• Provides one source for all information: An assembled set of procurement 


documentation becomes the main source of comprehensive information about a 
particular procurement. One benefit of establishing the procurement files as the 
primary source of information is a reduction in duplicate records being kept in 
other places. 


• Improves ease of access for audits: Procurement audits are difficult when the 
documentation is housed in several different files. Auditors give high marks to 


organizations that are able to produce all the documentation requested. This task is 
made easier by the creation of procurement files. The World Bank lists 
recordkeeping as a key evaluation criteria for well-functioning procurement 
organizations for this reason. 


• Provides information for future procurement of the same commodities: 
Many organizations procure the same items over time. It is particularly helpful to 
draw on the information from previous procurements if records are available and 
easy to find. The past work can save time required for many procurement steps. 
Well-prepared documentation can provide information such as the companies that 
were solicited, price evaluations, and documentation on suppliers that were 
unsuccessful. The documentation can also provide useful benchmark information, 
such as pricing and procurement timeline, to measure the progress and success of 
the current procurement. 







J Supplementary Topics 
 


Procurement Capacity Toolkit Recordkeeping-3 


• Saves time by eliminating the need to search for information: When 
documentation is not housed in central procurement files, much time can be spent 
searching for documents when they are needed. Time can be saved in searching 
through multiple files by creating and establishing the procurement files as the 
central repository for original documents. 


3. Documenting the Procurement Process 
Throughout the procurement process, documents are created that should be kept in the 
procurement files. As previously mentioned, assembling these documents as they are 
created into easy-to-read, sequentially organized files is a good practice and eases the 
burden of doing the work at the end. The following section outlines the procurement 
process and identifies the documents, at a minimum, that should be kept in the procurement 
files. 


a. Program Planning 


• Procurement requisition: Records should include the original source of data for 
defining the requirement to procure and official approvals. In many settings, this is 
an official document such as a procurement request form. The document should 
define products, quantities, delivery dates, and shipping destination, and should 
carry the proper approval signatures. 


• Product specifications: Procurement records should contain the technical 
definition(s) of the product(s) to be procured. Specifications should include the 


product information, quality assurance provisions, and packaging and shipping 
requirements. See Module 2: Specifications for a more detailed description of 
product specifications.  


• Budget estimate: Records should include information on the budget established 
to procure the products. Budget estimates should include the upfront estimate of 
the total value and the detailed information used to calculate that estimate. 


b. Procurement Planning 


• Procurement timeline and summary: The procurement files should include a 
document that details the procurement steps, decision points, and sign-off 
requirements. It should be in a format that captures planned, revised, and actual 
dates the procurement activities occurred. A summary paragraph or two is helpful 
to the reader in understanding any changes that were made to the planned 
procurement process, such as delays or eliminated steps. 
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• Bidders list: A detailed list of suppliers that received the Invitation for Bids or 
responded to the solicitation should be kept in the procurement files. The list 
should include the suppliers’ names, addresses, primary contacts, telephone 
numbers, and email addresses, as well as any required government identification or 
registration numbers. 


• Prequalification document: If the bidders were required to be prequalified, the 
files should include supplier applications, evaluations, and the final list of all 
prequalified bidders. 


c. Development of Bidding Documents 


• Record of advertisement: A copy of the advertisement for open bid should be 
included in the files, listing the dates it was posted and in what publications. If the 
advertisement was done on a website or the DG Marketplace (http://www. 
dgMarket.org, the World Bank and Inter-American Development Bank’s 
Development Gateway Market), then a copy of the posting should be dated and 
included in the files. 


• Bidding documents: An original of the complete set of bidding documents sent 
to bidders must be included in the procurement documentation. Bidding 
documents are the official offer that was sent to potential suppliers and form the 
basis for contract documents. The documents should be the final version, with any 
required approval signatures. Bidding documents are often called into evidence in 
legal challenges to the procurement, so it is a core piece of procurement 
documentation that must be kept in the procurement files. 


• Bid security documentation: The original records of bid securities received and 
retained should be kept in the procurement files. These documents sometimes 
come into question in later stages of the procurement process, particularly around 
payment issues. 


• Record of pre-bid conference: If a pre-bid conference is held, it is important to 
document the meeting and results. Key information should be recorded, such as 
date, time, attendees, record of questions, and responses. This information can be 
helpful in defending procurement actions in the event of a bidder protest. 


• Modifications to bidding documents: It is extremely important to clearly 
document any changes to the bidding documents. A copy of the modification letter 
and evidence of dispatch to the bidders should be kept in the procurement files. 



http://www.dgmarket.org/

http://www.dgmarket.org/
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This information is helpful during bid evaluation to sort out any inconsistencies and 
ensure that bidders are responding to the same version of the bid request.  


d. Selection of Suppliers 


• Proposals from suppliers: Original proposals received from bidders must be 
kept in the procurement files. Proposals are also key documents that form the basis 
for contract documents. Original proposals are often referred to in the subsequent 
stages of procurement. 


• Record of Bid Opening: Formal documentation of bid opening proceedings is 
required in most public-sector procurement systems. Records must be kept of bids 
opened, meeting minutes, participants, and actions. In many instances, this is 
recorded in an official memo to the bid evaluation committee (BEC). 


• Record of bid examination: The BEC must keep detailed records of bid 
evaluations, adjudications, meeting minutes, and special considerations.   


• BEC summary: The final recommendations of the BEC are recorded in a 
summary letter to the required higher authority detailing bid review decisions. 
These decisions are the final piece, along with the Invitation for Bids and the 
supplier’s bid, that forms the basis for the contract. 


e. Contract Award 


• Conditional or unconditional award letter: Procurement files must contain 
the award letter to the supplier that accompanies the unsigned contract. This letter 
outlines key dates and details regarding the execution of the final contract. 


• Performance guarantee documentation: The letters of credit establishing 
financial performance guarantee should be kept in the files as evidence that the 
guarantee was made. 


• Signed contract: A signed contract is the final result of all the prior procurement 
process steps. The original contract documents signed by both parties should 
reside in the procurement files unless there is a regulation that requires a different 
official storage location. If the original signed documents cannot be stored in the 
procurement files, a signed copy should be present. 


• Bidder notification: The procurement files should include a copy of any public 
notification of contract awards, such as a copy of the newspaper advertisement, 
including the date it was published. It is also critical to retain any bid dispute and 
resolution documents; most of these documents will be in the form of letters 
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between the buyer and seller and possibly the national entity with primary 
responsibility for procurement oversight. 


f. Contract Performance and Monitoring 


• Authorization for shipment: The contract or letter authorizing the shipment 
contains details that the purchaser will need to close out the contract and should 
be retained in the procurement files. 


• Shipping documents: Many working documents are created during the contract 
performance stage and should be retained. Bills of lading, packing lists, commercial 
invoices, and inspection and test reports contain key information regarding the 
shipment and testing of products. 


• Receiving report: Other working documents created include proof of receipt, 
performance scorecard measures, payment authorizations, and Certificates of 
Analysis. These documents should be kept to provide evidence of acceptance or 
rejection of the products procured. 


• Miscellaneous correspondence: Any correspondence that details key contract 
management elements, especially changes to the contract, should be kept in the 
procurement files. This correspondence can help the future reader ascertain why 
certain details of the procurement, such as quantity or price, may have changed 
from the bidding documents to the contract. 


4. Challenges and Solutions 
Keeping good procurement records is a difficult task; there are several challenges that must 
be addressed. There is a great deal of paperwork generated throughout the procurement 
process, and many of these documents are kept in a variety of working files rather than in a 
single set of procurement files. The procurement process is lengthy, taking in many cases 12 
to 18 months to complete. Complex international competitive bidding can involve multiple 
procurement personnel. Staff turnover can also compound these challenges. Finally, 
limitations on storage space for procurement records can cause additional problems for the 
staff keeping records.   


Many of these challenges can be addressed by establishing good recordkeeping disciplines 
within the procurement unit. Assembling the documentation sequentially through the stages 
of procurement can assist in reducing the time required to find and assemble the 
documentation at the end. It is important to establish baseline requirements or a standard 
operating procedure for which documents are required to be housed in the procurement 
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files. A useful job aid is a checklist to keep track of the different pieces of documentation 
that will be assembled to create the complete files. Exhibit J-1 is a sample checklist that can 
be used to track documents required for the procurement files. Keep at least one copy of 
key documents in the procurement files if original signed documents are required to be kept 
elsewhere. The baseline requirements for recordkeeping should establish a financial 
threshold for documentation. High-value and complex procurements should have the most 
comprehensive set of documentation, while lower-value procurements may contain only a 
limited number of key documents. Ensure that when personnel changes are made, new staff 
have access to documents in process; this will enable them to continue the recordkeeping 
process. Use a separate room or locking file cabinet to provide secure and limited access to 
procurement records. Maintain a check-out list for procurement documentation that leaves 
the storage location; this will allow others to know where the documentation is at any time 
and who may need to return documents to the central storage location. Apply appropriate 
record-retention rules for completed documentation. Many countries have a set time period 
for which documents must be retained for legal purposes. The government national archive 
agency should be able to provide guidance and assistance in setting up a record retention 
policy. 


Recordkeeping is an important component of the procurement process. It explains what 
happened, can be used in defense of bid disputes, and can assist with future procurements 
by providing key information that will save valuable time. Maintaining good records is a 
process that requires discipline and standardized procedures. In the long run, the upfront 
efforts of assembling good documentation will reap benefits going forward, making the 
procurement unit more efficient and effective. 
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Exhibit J-1 


Sample Recordkeeping Checklist 


Contract Number:  Bid Number:  


Supplier Name:  Bid Title:  


Date: Procurement Contact: 


 
Included in 


files Documentation type Comments 
1  Procurement requisition  


2  Product specifications  


3  Budget estimate  


4  Procurement timeline and summary  


5  List of bidders  


6  Prequalification document  


7  Record of advertisement  


8  Bidding documents  


9  Bid security documentation  


10  Record of pre-bid conference  


11  Modifications to bidding documents  


12  Proposals from suppliers  


13  Record of Bid Opening  


14  Record of Bid Evaluation  


15  Bid evaluation committee summary  


16  Conditional or unconditional award letter  


17  Performance guarantee documentation  


18  Signed contract  


19  Bidder notification  


20  Authorization for shipment  


21  Shipping documents  


22  Receiving report  


23  Miscellaneous correspondence  
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Resources 
World Bank Procurement Website 


The World Bank Procurement website has many helpful tools and guidelines. In many of the 
World Bank’s topical documents on procurement, the subject of procurement 
documentation is addressed. Effective recordkeeping is also one of the evaluation criteria of 
World Bank procurement assessments. 


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:50002392~menuPK:93977~pagePK:84269~piPK:60001558~theSitePK:84266,00.html   


United States Government National Archives 


The United States National Archives has an excellent central site for many records 
management topics. Additionally, the archives include a helpful self-evaluation guide for 
records management. 


http://www.archives.gov/records-mgmt/ 


http://www.archives.gov/records-mgmt/publications/records-management-self-evaluation-
guide.html 



http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:50002392%7EmenuPK:93977%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:50002392%7EmenuPK:93977%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://www.archives.gov/records-mgmt/

http://www.archives.gov/records-mgmt/publications/records-management-self-evaluation-guide.html

http://www.archives.gov/records-mgmt/publications/records-management-self-evaluation-guide.html
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K. Regulatory Authorities  


This supplement focuses on aspects of regulatory licensing that affect the supply process for 
reproductive health (RH) commodities; it is neither appropriate nor detailed enough to guide 
manufacturers seeking regulatory approval or development programs seeking to establish or 
strengthen national regulatory bodies. For more detailed guidance, see the World Health 
Organization (WHO) website for its process for manufacturers seeking approval under WHO’s 
prequalification project: http://www.who.int/mediacentre/factsheets/fs278/en/. This process may be 
similar to requirements of national regulatory authorities. 


1. National Regulatory Authorities† 
National regulatory authorities (NRAs) are government agencies charged with ensuring the 
safety, efficacy, and quality of particular products available to the population. In some 
countries, food, drugs, cosmetics, and medical devices are regulated by the same authority. 
In other countries, national drug regulatory authorities (NDRAs) are in charge of 
pharmaceutical products—such as antibiotics and hormonal contraceptives—while similar 
agencies or branches of the government authority regulate medical devices, including 
condoms and intrauterine devices.‡ Vaccines and biologics may be addressed by yet another 
authority, or within a specialized department of the NDRA. For the sake of simplicity, the 
reader should assume that hormonal contraceptives, pharmaceuticals, and medical devices 
are regulated together under an NRA. 


NRAs in some countries receive their powers through legislation—laws and statutes that 
define drug policy, assign responsibilities, and provide enforcement. However, in other 
countries, it is not unusual to find NRAs operating on the basis of policy or tradition rather 
than legislation. In others, legislation may be in place, but outdated or not enforced.  


Administration of the regulatory authority may be centralized or decentralized, depending 
on the size of the country. The European Union, India, and the United States have strong 
central regulatory authorities, but many responsibilities are devolved to states or regions.  


                                                 
† Regulatory authorities are called by various names: national regulatory authority, drug regulatory authority, drug 
administration, national control authority, and national drug regulatory authority. 
‡ Intrauterine devices containing copper or a hormonal component may be regulated as pharmaceuticals rather than 
medical devices. 



http://www.who.int/mediacentre/factsheets/fs278/en/
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a. Functions of the Regulatory Authority 


Exact functions of the NRA vary from country to country. In general, however, the NRA: 


• Establishes licensing criteria for medicines, pharmaceuticals, vaccines, and medical 
devices such as condoms, intended for use in the country. 


• Establishes procedures for registration of medicines, pharmaceuticals, vaccines, and 
medical devices such as condoms, to ensure that they are of adequate quality, 
safety, and efficacy. 


• Evaluates the safety, efficacy, and quality of pharmaceutical products and medical 
devices. 


• Issues, modifies, and revokes licenses for pharmaceutical products and medical 
devices on grounds of quality, safety, and efficacy.  


– May also undertake post-marketing surveillance during the initial 2-year 
period of marketing a new drug formulation. 


• Inspects and licenses all domestic manufacturing premises, importing agencies, 
wholesalers, distributors, pharmacies, and other retail outlets to ensure that they 
comply with prevailing regulations and guidelines. 


• Controls pharmaceutical product and medical device imports and exports. 


• Controls pharmaceutical product and medical device labeling and information 
dissemination.  


– May also provide public-access websites listing approved products.  


• Controls pharmaceutical product and medical device distribution and promotion. 


• Investigates adverse events and, if necessary, has the ability to recall products. 


• Ensures regular current good manufacturing practice (cGMP) inspections. 


• Maintains appropriate laboratory capabilities. 


In some countries, the NRAs are also asked to ensure that local industry is protected from 
outside competition.  


b. Product Standards  


In order to evaluate, license, and control products, an NRA must first define the standards 
for each product against which it will be assessed. This is important to procuring entities 
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because these standards must be reflected in the technical specifications and the terms and 
conditions.  


The composition, active ingredients, and test requirements for most pharmaceutical 
products can be found in reference manuals called “pharmacopoeias.” Each country may 
publish its own pharmacopoeia, but many do not, choosing instead to rely on one developed 
by another country. The British, Japanese, and United States Pharmacopoeias; the European 
Pharmacopoeia; and the International Pharmacopoeia (produced by WHO) are the most 
widely used.1 Standards and testing methodologies for a particular drug can vary between 
these pharmacopoeias, and not all drug formulations are included in each one.  


Condom standards and testing protocols are usually not found in pharmacopoeias. 
However, they are well documented in The Male Latex Condom: Specification and Guidelines 
for Condom Procurement (WHO, 2003).2   


c. Enforcement of Pharmaceutical Regulations  


Pharmaceutical regulations are enforced by controlling the supply mechanism, primarily 
through licensing at two primary junctures: manufacturing and distribution. In an 
export/import situation, both countries exert regulatory controls, which may or may not be 
based on compatible standards. Two situations are described below: 


• The NRA of a manufacturing country issues a marketing authorization (product 
license) and a manufacturing authorization (manufacturer’s license) based on its 
laws, statutes, and regulatory decisions. Compliance is monitored by repeated 
inspection and testing and documentary review. Failures may temporarily or 
permanently close an operation. 


• The NRA of an importing country issues a marketing authorization (product license 
or product registration) based on its own laws, statutes, and regulatory 
requirements. Enforcement is generally handled through the national customs 
service by denying or allowing products to enter the country. Thus, marketing 
authorization has a significant impact on the supply of RH commodities. 


2. Regulatory Approval 
Regulatory approval is an important component of pharmaceutical and contraceptive quality 
assurance (QA), but it can also work against timely delivery and low prices if the procuring 
entity does not understand local and international regulatory practices or fails to act on that 
understanding.  
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Contraceptives require licensing by at least one national regulatory body before they can be 
distributed to the population of a country. If they must be imported, they must be approved 
by the regulatory authority of the exporting country as well as the regulatory authority of 
the importing country. Typically, requirements on the importing side are enforced by the 
national customs service. Unlicensed pharmaceuticals are refused entry into the country and 
quarantined, returned, or destroyed. Regardless of their disposition, they are not available 
to the RH program for distribution.  


The time required for regulatory approval can be significant, but if a procuring entity limits 
eligibility for bidding to products that have already been licensed by the country’s NRA, it 
also limits competition—sometimes quite severely—and sets itself up for unfairly high 
prices.  


If a procuring entity opens competition to products that have not already been licensed in 
the country, prices are likely to be lower, but the contract may be delayed while the 
regulatory licensing process unfolds; this can result in later delivery. The additional time for 
product registration should be considered in the procurement planning process. Product 
registration can take from 3 to 12 months, sometimes longer. It depends on the product 
itself, the capabilities and capacity of the local regulatory authority, and how the authority 
intends to approach the approval process.  


Purchasers that are aware of regulatory processes domestically and internationally are the 
most likely to be successful at satisfying program needs for safe, effective products; low 
prices; and specified delivery dates.  


a. Product Approval  


Before a new medication or medical device is approved for human use, the manufacturer or 
its sponsor must demonstrate its safety and effectiveness through human studies (clinical 
trials). These studies can last as long as 8 years and are very expensive. Once a product has 
proved satisfactory, clinical trial results are usually combined into a large document 
containing a comprehensive description of the methods and results of human and animal 
studies; formulation details; manufacturing procedures; shelf life; and specifications for 
analytical control of starting materials, in-process products, and final products. This 
collection of information makes up the “regulatory submission” that is provided for review 
to regulatory authorities in different countries. It is not necessary or practical to repeat 
these studies each time an application for product approval is submitted in a different 
country, or with generic formulations of the same product. There are, however, legitimate 
reasons why additional trials might be designed and undertaken: 
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• To assess the safety and efficacy of a different dose of a medication than is 
commonly used (e.g., a 10-mg dose instead of a 5-mg dose).  


• To assess the safety and efficacy of an already marketed medication or device on a 
new kind of patient or for a new indication.  


• To assess whether a new medication or device is more effective for a patient’s 
condition than an already used, standard medication or device (“gold standard” or 
“standard therapy”).  


• To compare the efficacy of two or more already approved or common 
interventions for a specific disease within a group of patients who have the disease 
(e.g., Device A versus Device B; Therapy A versus Therapy B). 


b. Country Licenses 


Manufacturers wishing to distribute specific pharmaceutical products in a country apply 
directly to that country’s NRA for marketing authorization (a license) and pay stipulated 
fees. In most cases, manufacturers will not take these steps unless they are reasonably sure 
of a market in that country or, in the case of public-sector procurement, a large contract. 
Thus, it is counterproductive for procuring entities to require every potential supplier to 
license its products with the country’s regulatory authority prior to bidding. In order not to 
limit competition in this way, good public-sector practice suggests that only the winning 
bidders be required to license their products—but they must do so before the contract 
becomes effective. Without a valid contract, manufacturers generally will not commit time 
and resources to production. If the NRA cannot license a product within a short time after 
a winning bid is identified, the delivery date of the goods may be significantly delayed. 


Licensing time frames, procedures, data requirements, and fees vary from country to 
country and product to product. The NRA’s approach to a particular licensing decision 
determines how long that decision will take. Some general comparisons may be helpful:  


1. For established products that have been licensed in other countries, regulatory 
authorities can “fast track” the approval process; that is, they can rely on the decision 
of a country with a known stringent regulatory authority. In addition to recognizing it 
as an expedient option for all regulatory authorities, WHO recommends fast-track 
approval for agencies that lack the in-house technical expertise to thoroughly evaluate 
scientific data.  
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2. Procurement personnel should keep in mind that QA implied by a product license is 
only as good as the issuing country’s NRA. Regulatory authorities recognized as 
“stringent” are listed in Section 4.a below.   


3. Regulatory authorities normally investigate an established product by studying the 
manufacturer’s documentation and undertaking analytical tests on representative 
product samples. The number and kinds of tests depend on the product, the 
reputation of the manufacturer, the existence of other QA elements, and the 
analytical capabilities of the laboratory itself. Pharmaceutical products are typically 
tested in-house according to nationally recognized pharmacopoeial requirements. 
Additional QA elements exist for hormonal contraceptives, and WHO 
recommends a systematic approach to monitoring the quality of oral and injectable 
contraceptives.5 Condoms and intrauterine devices are tested in specially equipped 
and staffed laboratories that are usually not available within a regulatory authority’s 
structure.  


4. For products that have recently gone “off patent” and are being offered as generics, 
regulatory authorities may choose to:  


• License based on “bioequivalence” to other approved formulations (a relatively 
quick approach). 


• Undertake a new investigation (a longer approach). 


5. Regulatory authorities occasionally decide to undertake their own human clinical 
trials to confirm the safety and effectiveness of a product on their local population. 
This is a very long approach.  


c. Manufacturing License 


Along with a product itself (pharmaceutical, contraceptive, medical device, vaccine, etc.), the 
manufacturing facility in which it is produced must be licensed by the responsible NRA. In 
most countries, a manufacturing license is based primarily on whether or not the facility is 
producing medicines in accordance with cGMPs. 


cGMPs is a system for ensuring that products produced in a facility are of a consistent 
quality; it is a system that addresses the process rather than the final product. cGMPs cover 
all aspects of production, from starting materials to the training and personal hygiene of staff 
and upkeep of premises and equipment. They involve detailed, written procedures and 
documented proof that correct procedures are consistently followed at each step in the 
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manufacturing process every time a product is made. cGMPs also involve records of 
complaints and adverse reactions as well as records for product recall.  


cGMP standards worldwide have been largely harmonized through the elaboration of 
WHO’s cGMPs.3 Most countries that have formulated their own requirements for cGMPs 
have based them on the WHO model.  


cGMPs are enforced through regular inspections by the government regulatory authority. 


d. Current Good Manufacturing Practices Inspections: Domestic 
Manufacturers 


When a domestic manufacturer applies for drug approval, the government regulatory 
authority inspects the production facility to ensure that all processes and procedures are 
carried out in compliance with cGMPs. For manufacturers that receive authorization, the 
regulatory authority continues to perform periodic (including unannounced) inspections to 
ensure that cGMP compliance is being maintained on a continuous basis. Manufacturers that 
do not comply with cGMPs do not receive initial or continued authorization to market their 
products until violations are corrected. 


e. Current Good Manufacturing Practices Inspection: Foreign 
Manufacturers  


It is usually not practical for the regulatory authority of an importing country to physically 
inspect a foreign manufacturing facility. In this case, it may choose to use an international 
system such as the WHO Certification Scheme on the Quality of Pharmaceutical Products 
Moving in International Commerce as a substitute for direct inspection.4 Exporting countries 
participating in the WHO Certification Scheme provide assurance to importing countries 
that the exported products: 


• Are authorized to be placed on the market in the country of manufacture (or 
explain why the products are not authorized). 


• Are produced in regularly inspected facilities that conform to cGMPs as 
recommended by WHO. 


• Are supported by authorized product information. 


Supplementary documentation can be requested through a manufacturer’s NRA to include 
detailed information showing cGMP and QA compliance. 
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3. International Regulatory Schemes 
Since each country (country of origin and country of use) applies its own controls to the 
manufacture and supply of medicinal products, variations are encountered around the 
world—sometimes resulting in virtual trade barriers. However, recent regional and 
international harmonization initiatives have begun to reduce some of this variation in two 
areas:  


• Data requirements for product and manufacturing licenses. 


• International acceptance of inspections and inspection reports. 


a. The Pharmaceutical Inspection Convention Scheme  


The Pharmaceutical Inspection Convention and Pharmaceutical Inspection Co-operation 
Scheme (PIC/S) is similar in concept to the pharmaceutical QA part of the WHO 
Certification Scheme in that it is based on mutual recognition of inspection as well as 
exchange of inspection reports. Unlike the WHO Certification Scheme, admission for 
participation in the PIC/S system is subject to an evaluation procedure by the inspection 
authorities of the countries already adhering to the scheme to ensure that any applicant 
country is operating according to the same standards of cGMPs and inspection.6 


Both the PIC/S and the WHO Certification Scheme make it possible for NRAs to obtain 
important information about products manufactured in other countries without having to 
travel to those countries to inspect manufacturing facilities. 


b. The International Conference on Harmonisation  


The International Conference on Harmonisation of Technical Requirements for Registration 
of Pharmaceuticals for Human Use (ICH) brings together the regulatory authorities of 
Europe, Japan, and the United States, as well as representatives from pharmaceutical 
industry associations in those regions. The ICH addresses how harmonization of technical 
guidelines and requirements for product registration might be achieved. Many technical 
guidelines and requirements have now been agreed upon.7 


Additional information on the PIC/S and ICH schemes can be found in Section 4.a below. 


c. Mutual Recognition Agreements  


Mutual recognition agreements serve to recognize that conformity with the regulatory 
standards of one country is acceptable in another country. Thus, they are “equivalence 
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agreements” between participating countries. For example, the European Union and the 
United States have a mutual recognition agreement for medical devices. 


4. Reference Materials   
a. PIC/S and ICH Countries With Stringent Regulatory Authorities 


Pharmaceutical Inspection Convention and Pharmaceutical Inspection Co-operation 
Scheme 
The Pharmaceutical Inspection Convention and Pharmaceutical Inspection Co-operation 
Scheme (jointly referred to as the PIC/S) are two international instruments between 
countries and pharmaceutical inspection authorities. Together, they facilitate active and 
constructive cooperation in the field of cGMPs. The PIC/S’ stated mission is “to lead the 
international development, implementation, and maintenance of harmonized current good 
manufacturing practice (cGMP) standards and quality systems of inspectorates in the field of 
medicinal products.”6 This is to be achieved by developing and promoting harmonized cGMP 
standards and guidance documents; training competent authorities, especially inspectors; 
assessing (and reassessing) inspectorates; and facilitating the cooperation and networking for 
competent authorities and international organizations.  


PIC/S Participating Regulatory Authorities (www.picscheme.org) 
As of November 2009 


Argentina  Australia Austria Belgium  
 Canada Cyprus Czech Republic Denmark 
 Estonia Finland France Germany 
 Greece Hungary Iceland Ireland  
 Italy Latvia Liechtenstein Malaysia  
 Netherlands Norway Poland Portugal  
 Romania Singapore Slovak Republic Spain  
 Sweden Switzerland South Africa United Kingdom 


 
International Conference on Harmonisation 
The International Conference on Harmonisation of Technical Requirements for Registration 
of Pharmaceuticals for Human Use (ICH) is a unique project that brings together the 
regulatory authorities and pharmaceutical industry experts of Europe, Japan, and the United 
States to discuss scientific and technical aspects of product registration. The purpose is to 
make recommendations on ways to achieve greater harmonization in the interpretation and 
application of technical guidelines and requirements for product registration in order to 
reduce or obviate the need to duplicate the testing carried out during the research and 



http://www.picscheme.org/
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development of new medicines. The objective of such harmonization is to facilitate more 
economical use of human, animal, and material resources, and to eliminate unnecessary 
delay in the global development and availability of new medicines while maintaining 
safeguards on quality, safety, efficacy, and regulatory obligations to protect public health.7 


ICH Participating Regulatory Authorities (www.ich.org) 
As of November 2009 


Membership in the ICH is comprised of the regulatory authorities of the European Union, 
Japan, and the United States. The European Union members include:  


Austria  Belgium  Cyprus   Czech Republic 
Denmark  Estonia  Finland   France 
Germany  Greece  Hungary   Ireland 
Italy  Latvia   Lithuania  Luxembourg 
Malta  Poland  Slovakia   Slovenia 
Spain  Sweden  the Netherlands   United Kingdom 


In Europe, the members are the European Union and the European Federation of 
Pharmaceutical Industries and Associations. In Japan, the members are the Ministry of 
Health, Labor and Welfare and the Japan Pharmaceutical Manufacturers Association. In the 
United States, the members are the Food and Drug Administration and the Pharmaceutical 
Research and Manufacturers of America. 


In addition to the regulatory authorities of the participating members mentioned above, the 
ICH also includes observers from WHO, the European Free Trade Association, and Canada. 
The observers represent non-ICH countries and regions. 


Resources 
1. The International Pharmacopoeia 


The International Pharmacopoeia comprises a collection of quality specifications for 
pharmaceutical substances (active ingredients and excipients) and dosage forms together 
with supporting general methods of analysis, which is intended to serve as source material 
for reference or adaptation by any WHO member state wishing to establish pharmaceutical 
requirements. 


http://www.who.int/medicines/publications/pharmacopoeia/overview/en/index.html  



http://www.ich.org/

http://www.who.int/medicines/publications/pharmacopoeia/overview/en/index.html
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2. The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/United Nations Population Fund [UNFPA]/Joint United Nations 
Programme on HIV/AIDS [UNAIDS], 2003)   


This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of QA for condoms consistent 
with high-volume purchases, the needs of different populations, harsh environmental 
conditions, and the probability of less-than-ideal storage conditions. It recommends the 
prequalification of primary manufacturers and lot-by-lot compliance testing prior to shipping 
condoms from the country of manufacture. The document also provides a list of 
manufacturers and testing laboratories for informational purposes only. Appearance on this list 
does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


3. WHO Current Good Manufacturing Practices 


cGMPs are that part of QA that ensures products are consistently produced and controlled 
to the quality standards appropriate to their intended use and as required by the marketing 
authorization. 


http://www.who.int/medicines/areas/quality_safety/quality_assurance/production/en/index.ht


ml 


4. WHO Certification Scheme Model Documents 


The model certificates on the website conform to the format recommended by WHO. 
They include a model Certificate of Pharmaceutical Product, a model Statement of Licensing 
Status of Pharmaceutical Product(s), and a model Batch Certificate of a Pharmaceutical 
Product. 


http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/ 



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/

http://www.who.int/medicines/areas/quality_safety/quality_assurance/production/en/index.html

http://www.who.int/medicines/areas/quality_safety/quality_assurance/production/en/index.html

http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/
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5. Requirements for the Quality Assurance of Hormonal Contraceptives (WHO, 
1995) 


This document summarizes the basic systems required to ensure the quality of imported 
and domestically manufactured oral and injectable contraceptives. It provides information on 
national and international regulatory mechanisms that can help to ensure the production and 
procurement of good-quality products and suggests a systematic approach to monitoring the 
quality of oral and injectable contraceptives once they leave the manufacturer. 


http://www.who.int/reproductivehealth/publications/family_planning/HRP_ITT_95_1/en/inde
x.html 


6. Pharmaceutical Inspection Convention and Pharmaceutical Inspection Co-
operation Scheme  


The PIC/S, two international instruments between countries and pharmaceutical inspection 
authorities, provides an active and constructive cooperation in the field of cGMPs.  


http://www.picscheme.org  


7. International Conference on Harmonisation of Technical Requirements for 
Registration of Pharmaceuticals for Human Use 


The ICH is a unique project that brings together the regulatory authorities of Europe, Japan, 
and the United States and experts from the pharmaceutical industry in the three regions to 
discuss scientific and technical aspects of product registration. 


http://www.ich.org  



http://www.picscheme.org/

http://www.ich.org/
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L. Standard Operating Procedures 


Standard operating procedures (SOPs) are written instructions an organization follows to 
complete a job effectively and efficiently. SOPs document routine and repetitive processes 
to ensure all employees are consistent in their practices and comply with applicable 
regulations. Documenting an organization’s procedures through SOPs is an effective 
communication tool that contributes to employees’ understanding of their work. Examples 
of documented procedures are specification development, preparation of bidding 
documents, and managing the bid process. 


1. Importance of Standard Operating Procedures 
SOPs are important to an organization for many reasons, some of which include:  


• Ensuring that procurement processes are consistently performed: There 
is often more than one person handling procurement processes, each with varying 
degrees of experience and knowledge. This potentially leads to inconsistency when 
carrying out procurement processes if a standard is not developed and followed by 
all members of the organization.  


• Maintaining quality control of the process: Maintaining quality control within 
the process helps ensure that an acceptable quality product is procured. By 
standardizing procurement processes, there is less room for processes to be 
carried out incorrectly. 


• Ensuring procurements continue uninterrupted and are completed on 
schedule: If all personnel understand and utilize SOPs, the process is more 
efficient. Additionally, SOPs provide personnel with the information needed to 
complete their work, which, in turn, reduces interruptions in the schedule. 


• Achieving compliance with government regulations: Adherence to 
government procurement regulations is a necessity. By incorporating references 
into the required government regulations, SOPs can increase compliance with the 
regulations.  


• Serving as a training document for the procurement process: SOPs can be 
one of the tools used to aid in the training of new employees. It is also useful to 
provide refresher SOP training for current employees. SOPs provide a basic set of 
guidelines required of all employees and serve as important written references for 
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specific areas of the process. SOPs should always be used as a supplement to 
training rather than a substitute. 


• Providing a record of the process to aid with future revisions: It is 
beneficial to have a written record of the process because it creates a baseline that 
makes future modifications easy to manage and implement. If there appears to be a 
continual issue with a certain aspect of the process, then the SOP should be 
reviewed and revised as needed. 


2. Developing and Implementing Standard Operating 
Procedures 


There are seven basic steps involved in developing and implementing SOPs: 


Step 1: Define the business goal achieved through the SOPs 
There should be a stated purpose for the entire document. This guides the scope of the 
document for development, and ultimately informs the end user. 


Step 2: Select the format 
The format should be simple and use graduated steps, graphics, and/or flowcharts. Design 
the format to present the complexity of the process as simply and clearly as possible. 


Step 3: Draft the SOPs 
Identify the steps in the procedure in a logical, sequential order. The process steps should 
be described in clear, simple language, and preferably, the number of steps in the procedure 
should be limited to ten. See Exhibits L-1, L-2, and L-3 below for guidance on drafting an 
SOP and an example SOP. 


Step 4: Review the draft with employees and management 
After completing the first draft, it should be shared with employees and management. 
Depending on the size of the organization, it may be beneficial to have a select team of 
employees review and make revisions to the document. 


Step 5: Test the SOPs 
The best way to test SOPs is to use them. This will identify processes that are missing steps, 
out of order, or not clear to the user. This type of feedback is imperative prior to releasing 
the final draft. 


Step 6: Approve the final draft 
Once the SOPs have been tested and final revisions are recommended, they can be 
submitted for approval. This approval should be in accordance with the standard practices 
followed in the organization for the formal release of documents. 







L Supplementary Topics 
 


Procurement Capacity Toolkit Standard Operating Procedures-3 


Step 7: Implement the SOPs 
The most important step, which is often forgotten, is to officially implement the SOPs. 
Implementation is not simply the notification of the completion of the document and where 
it can be accessed, but involves training personnel on properly using the SOPs.  


a. Standard Operating Procedure Document Format  


The general outline for the SOP document should begin with an introduction followed by 
the content of the document. If the organization has a standard format for official 
documents, then that should be followed. If not, suggested content for the document is as 
follows: 


• Introduction: The introduction should clearly state the purpose of the SOPs, 
even noting their scope. It is best to define the scope of the procurement 
processes being addressed within the document; for example, stating that the SOPs 
cover the procurement process from the time when the procurement requisition is 
received until the goods are delivered at the central medical stores. 


• Definitions of roles and responsibilities: There needs to be a brief description 
of the roles and responsibilities of the procurement officers and any other 
positions that are referenced within the document. This provides defined lines 
between units. 


• Reference to procurement policies: The procurement process is guided by 
national procurement policies. There should be reference to these policies and any 
others that would govern the processes within the SOPs. 


• Content—procurement process: This is the heart of the document, where 
each process within procurement is carefully outlined and explained. Some 
examples of procurement process topics are specification development, preparing 
bidding documents, managing the bidding process, committee protocol, placing a 
contract, and managing a supplier. 


b. Standard Operating Procedure Guidance 


• Keep it simple. SOPs with more than ten steps can be overwhelming. The 
document will likely be used more and followed properly if the number of process 
steps is kept to a manageable level. If an SOP has more than ten steps, consider 
breaking it into several logical subprocess SOPs and turning each of those 
subprocesses into a stand-alone SOP. It is also important to remember to write 
simple, short sentences, avoiding excessive detail. 
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• Consider the education, knowledge, experience, and training of the individuals who 
will be performing the SOP steps. This will be useful in determining the level of 
detail needed in the document. 


• Consider the culture within which people work. For example, if shortcuts are 
accepted practice, explain the reasons behind certain steps so that SOP users will 
understand the importance of following all the steps in the proper order. 


• Address the links between units and process timelines where appropriate. The links 
between units are important because they show how processes are 
interdependent.  


• Finally, SOPs are a guide. They are not intended to replace training of employees.  
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Resources 
Exhibit L-1 


General Steps for Writing an SOP 


General Steps for Writing a Standard Operating Procedure (SOP) 


1. Write a title (with a descriptive verb) that defines the purpose of the SOP.  


2. Identify the business unit and/or department for which the SOP has been written.  


3. State the purpose of the SOP, including the specific user, in one or two sentences. 
Include information about process and regulatory standards.  


4. List information and materials that are needed to implement the SOP. 


5. List, by category, any forms (reference document name and date) required for following 
the SOP whenever they apply. Use general terms for common forms.  


6. Give an overview of the steps in the SOP that describe the process in terms of its major 
functions.  


7. Describe the process.  


8. Define terms and concepts. If the SOP contains terms and concepts that readers may be 
unfamiliar with, define each in its own paragraph so that readers (1) know that there are 
unusual words or concepts, and (2) can find them easily for use when needed. A long list 
of terms may fit better in a glossary at the beginning of a document. If you decide that a 
simple list of terms and definitions is better, include the list within the write-up, perhaps 
right before the list of steps to be performed.  


9. List and explain the process steps in the sequential order in which the SOP user should 
perform the steps.  
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Exhibit L-2 


Example SOP Document Format 


Example Document Format for Standard Operating Procedures 


1.1. Purpose 


The purpose of the standard operating procedures (SOPs) for the Procurement and Supplies 
Unit is to provide each member of the unit with clear guidance on conducting transparent, 
efficient, and consistent procurements on behalf of the Ministry of Health. These SOPs also 
extend to other units that interact with the procurement unit. 


1.2. Scope 


The scope of the SOPs addresses the responsibilities of the Procurement and Supplies Unit, 
beginning with the procurement requisition and ending with the delivery of goods. 


1.3. Roles and Responsibilities 


The following are the job functions involved in the procurement process. The responsibilities 
are defined according to the interactions with the procurement unit and its role in the supply 
process. 


Procurement: Procurement is responsible for conducting and managing the purchase of 
goods, works, consultant services, and services for the Ministry of Health. 


User Department: The user department is responsible for initiating the need for 
procurement. 


Accounts: Accounts is responsible for making payments to suppliers on behalf of the 
Ministry of Health. 


Medical and General Stores: Medical and General Stores is responsible for the receipt, 
storage, and delivery of any goods imported into Dharma [fictitious name] for the Ministry of 
Health. 


Clearance Agent: The clearance agent is responsible for customs clearance for any goods 
imported into Dharma for the Ministry of Health. 


1.4. References 


The following are supplemental documents that provide guidance and regulations for 
procurement at the Ministry of Health. 


1.4.1. Dharma Public Procurement Authority 
1.4.2. Procurement Procedures Manual 
1.4.3. Procurement Plan 
1.4.4. World Bank Guidelines 
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Example SOP 
 


Dharma [fictitious name] Ministry of Health 
Procurement and Supplies Unit 
Standard Operating Procedures 


 
Procedure: Bidding Documents 
Unit: Procurement and Supplies Unit 
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The following steps are required to prepare bidding documents for Goods for an open bid. 
 


1. Prior to preparing the bidding documents, establish the following information: 
a. Review and verification of technical specifications. 
b. Schedule of Requirements. 
c. Delivery schedule. 


 
2. Obtain the template for the standard bidding documents for Goods. The following    


 sections of the templates of the standard bidding documents need to be completed: 
a. Invitation for Bids. 
b. Bid Data Sheet. 
c. Special Conditions of Contract. 
d. Supply requirements: 


i. Schedule of Requirements. 
ii. Specifications. 


e. Sample forms. 
 


3. Draft a letter/memorandum addressed to the Dharma Public Procurement Authority  
(DPPA) requesting the review and approval of the bidding documents. The letter to the 
DPPA must be signed by the Permanent Secretary. 


 
4. To obtain approval of the bidding documents, send the letter/memorandum to the 


DPPA with a hard and a soft copy of the bidding documents.  
 


5. A hard copy of the bidding documents should be retained for the files of the preparer.  
 


Reference: Procurement Procedures Manual— 
 Section 20: Introduction to the Bidding Documents 
 Section 21: Bidding Documents 
 Section 22: Conditions of Contract 
 Section 23: Schedule of Requirements 
 Section 24: Technical Specifications 
 Section 25: Bidding Document Forms 
 Section 26: Approval & Distribution of the Bidding Documents 


Procedure #: 2.3.2 Subject: Preparation of bidding documents for Goods  
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Websites 


Dairy Farm Business Standard Operating Procedures: A Writing Guide (The 
Pennsylvania State University College of Agricultural Sciences, Agricultural 
Research, and Cooperative Extension, 2001) 
This document outlines the steps for writing SOPs. While the concept is based on the dairy 
farm business, the principles can apply to any process. 


http://dairyalliance.psu.edu/pdf/ud011.pdf 


Guidance for Preparing Standard Operating Procedures (United States 
Environmental Protection Agency [EPA], 2007) 
This document is a standard working tool that can be used to document routine quality 
system management and technical activities. While the document is written for the EPA, the 
principles apply to any process. 


http://www.epa.gov/QUALITY/qs-docs/g6-final.pdf 


 



http://dairyalliance.psu.edu/pdf/ud011.pdf

http://www.epa.gov/QUALITY/qs-docs/g6-final.pdf
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M. World Bank Standard Bid Evaluation Form 


The World Bank Standard Bid Evaluation Form (SBEF) is provided in its entirety as a 
reference document for purchasers to consider using as a model when evaluating bids 
procured through international competitive bidding, limited international bidding, and with 
appropriate modifications, national competitive bidding. 


The SBEF format developed by the World Bank is comprehensive; supports a clear, 
transparent process; and generates the documentation necessary to support the award 
recommendation. It emphasizes compliance with technical, quality, delivery date, and other 
contractual requirements first, before considering price. This approach aligns with the 
overarching tenets of good reproductive health procurement practices. 


See Module 7: Selecting Suppliers for more information. (Please note: The SBEF was 
developed for use by projects funded under World Bank loans and credits; thus, some 
details and references are not applicable for other procurement situations. The SBEF was 
used by the World Bank for all projects initiated up to October 2006. As of the date of 
publication of this Toolkit, the World Bank had not released an updated SBEF. Therefore, 
the original SBEF is used in Module 7 as an illustrative model that could be adapted for use 
by a wide range of procuring entities.)   


The World Bank SBEF is available on the World Bank website at http://go.worldbank.org/ 
K51NBXRVV0.  



http://go.worldbank.org/K51NBXRVV0

http://go.worldbank.org/K51NBXRVV0
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A. Introduction 


The purpose of the Procurement Assessment Guide is to provide designated assessors with 
a structured format to use for reviewing and evaluating the procurement system in order to 
identify its strengths and weaknesses. Information from the assessment and initial 
performance indicator results (see Section C for information regarding performance 
indicators) can then be used to develop a customized training program that draws on 
materials in the Procurement Capacity Toolkit. The training program would help address the 
constraints of the procurement system identified in the assessment and strengthen the 
capacity of personnel to conduct competitive procurement in accordance with 
internationally accepted good procurement practices.  


The procurement process does not occur in a vacuum. As presented in several Toolkit 
modules, supporting systems play an important role in contributing to the overall 
effectiveness of the procurement process. These supporting systems include the timely 
provision of sound quantification data developed through the forecasting process; a 
budgeting and financial process that effectively allocates funds to support procurement; 
national policies and regulations that require open, competitive, and transparent bidding 
practices; and a national regulatory system that registers and regulates acceptable-quality 
medicines.  


Information on these supporting systems has been included in the Toolkit so that 
procurement personnel may better understand the overall supply process and how the 
different systems must coordinate activities and share information to ensure an effective 
procurement process. However, while an effective procurement system is closely tied to 
sound supporting systems, it is beyond the scope of the Toolkit to provide specific guidance 
on strengthening these supporting systems. The focus of the Procurement Assessment 
Guide is on identifying operational areas of performance that can be improved to strengthen 
specific procurement practices, such as drafting specifications, preparing bidding documents, 
opening and evaluating supplier bids, awarding contracts, arranging for financing, and 
monitoring supplier performance.  


Even though the focus is on operational procurement, a general understanding of the larger 
environment that impacts procurement system performance is helpful in designing a 
procurement training program. In addition to questions on operational procurement 
procedures and practices, this Assessment Guide contains a section on obtaining 
information on other components influencing the procurement process. These components 
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include national legislation governing procurement practices; budgeting processes, financing 
procedures, and regulatory functions that support procurement; and systems that support 
the integrity and transparency of the procurement process.  


The Assessment Guide is based on and draws significantly from the three major 
procurement system assessment methodologies (Organisation for Economic Co-operation 
and Development [OECD], World Bank, and the Global Fund to Fight AIDS, Tuberculosis 
and Malaria [Global Fund]) that are currently being used by international institutions to 
assess national procurement systems. Information on the general features of these 
methodologies is presented in Section F. 
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B. Conducting a Procurement System 
Assessment 


Conducting a successful procurement system assessment requires careful advanced planning. 
Actions to be taken prior to the assessment include: 


1. Identifying the Information That Will Be Collected  
If an out-of-country organization is conducting the assessment, prior desk research to 
answer some questions prior to the assessment visit is highly recommended. Such desk 
research may include review of the country’s procurement act, national medicines policies, 
any “buy local” policy that may exist, and other regulations and guidelines. Prior 
procurement assessments by funding agencies or other key stakeholders working in-
country, such as midterm reviews and the World Bank Country Procurement Assessment 
Report, are a good place to start if such reports are available, as they will generally contain 
comprehensive information on the procurement process.  


The availability, reliability, and integrity of information and records need to be taken into 
account when planning an assessment. Depending on the system being used, some data may 
not be available in particular countries; therefore, it is necessary to allow a certain amount 
of flexibility in conducting the assessment. Lack of fundamental procurement information 
and data, however, is a shortcoming in the system and needs to be identified as such in the 
assessment report. 


A checklist of documents to collect during a procurement system assessment can be found 
in Annex 1. 


2. Identifying the Stakeholders to Be Interviewed 
It is important to identify a range of stakeholders with different areas of knowledge about 
the system and varying perspectives on its effectiveness. This would include donors, 
government representatives of implementing and supporting agencies, and private-sector 
suppliers that compete for government procurement opportunities. Key stakeholders need 
to be identified and informed in advance of the purpose of the requested interviews.  
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3. Identifying the Assessment Team 
The assessment should be conducted by personnel with public procurement experience and 
knowledge of operational procurement and internationally accepted procurement standards. 
If a third party is conducting the assessment, it may be advantageous to include a 
counterpart from the government on the assessment team to help arrange for logistics 
support and facilitate access to information. In addition, government participation plays an 
important role in building government support and commitment to implementing 
assessment report recommendations.1 


4. Reviewing the Assessment Methodology and 
Developing Performance Indicators 


Many of the assessment questions allow for subjective professional judgment by the 
assessors. While subjectivity cannot be fully removed from the assessment, it is important 
for members of the assessment team to discuss the assessment process and attempt to 
establish a consistent approach in application of the methodology. It is also important at this 
time to develop a list of performance indicators that will be measured during the assessment 
(see Section C for further information regarding performance indicators).


 
1 Organisation for Economic Co-operation and Development. Methodology for Assessment of National Procurement 
Systems (Version 4). 2006. Available at: http://www.oecd.org/dataoecd/1/36/37390076.pdf. The User’s Guide (Section 1) of 
this document provides very helpful guidance on conducting procurement assessments. 



http://www.oecd.org/dac/effectivenhess/procurement

http://www.oecd.org/dac/effectivenhess/procurement
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C. Performance Indicators 


Performance indicators highlight key areas impacting overall performance within the 
procurement process and are used to measure the success of capacity-building. They can 
also assist in identifying the details that an objective procurement assessment needs to look 
at. The establishment of performance indicators aids in the development of training curricula 
in terms of the type and length of training that needs to be conducted on specific 
procurement areas that contribute to reaching the end goal. Performance indicators will not 
only alert the assessment team to key problems, but will also play a vital role in tracking 
progress.   


Performance indicators need to be measurable; therefore, knowing where to access the 
data is important. In some country settings, certain documents might not exist, and in other 
cases, a third party might not be allowed access to confidential documents. Although it may 
be unacceptable for a third party to review confidential documents, it may be possible for a 
government employee to verbally provide the information needed for the indicator. For 
example, an indicator may measure the difference between initial budget estimates and 
actual contracted costs to ascertain the accuracy of the budgeting process. While a third 
party might not be allowed to review a final contract and see actual supplier cost 
information, the cost data may be provided without naming the supplier.     


At the end of each Toolkit module, a suggested list of performance indicators has been 
provided based on the module subject. The indicators are provided as an example and 
should be adapted to country-specific situations. The complete listing of the suggested 
performance indicators can be found in Annex 2 of this Assessment Guide.  
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D. Procurement Assessment Questions 


The procurement system assessment questions are divided into seven key categories that 
closely follow those used by the World Bank assessment methodology: 


1. Reproductive Health (RH) Procurement Cycle Management. 


2. Legal Framework. 


3. Organization and Functions. 


4. Recordkeeping. 


5. Staffing. 


6. Previous Assessments and Capacity-Building. 


7. General Risk Assessment. 


The assessment questions that follow are a general guideline. It is up to the assessment team 
to use and/or adapt the questions that are appropriate for their particular situation. The 
assessment questions are broken down according to modules in the Toolkit, but it may be 
helpful to rearrange the questions according to the organization/unit that will be most likely 
to provide the appropriate answers. Some of the questions may be appropriate for more 
than one organization/unit. It may be helpful for the assessment team to start with a primary 
organization/unit, such as the procurement unit or the RH program unit, where the majority 
of the questions can be answered. The primary organization should be able to identify other 
organizations/units that can answer questions they were unable to answer. 


1. Reproductive Health Procurement Cycle 
Management 


a. Module 1: Defining Reproductive Health Supply Requirements 


1. Is there an essential medicines list? Does it contain RH supplies? What RH supplies 
are included on the list? Are drugs procured according to the essential medicines 
list? 


2. Who (or which department) is responsible for the forecasting of RH supplies, 
including the forecasting of buffer stocks? 


3. How are forecasts for RH supplies developed? Using the consumption method? 
The morbidity method? Other methods? 
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4. How are forecasts for RH supplies validated? 


5. How is forecasting data managed (e.g., use of information systems)? 


6. Are the forecasts accurate at a national level, district level, etc.? Is there a need to 
order emergency stock or to shift stock between locations throughout the year? 
Which RH commodities are most affected? 


7. Is a new forecast done yearly? 


b. Module 2: Specifications 


1. Describe the general quality, clarity, neutrality, and accuracy of technical 
specifications (including Schedules of Requirements). Please provide an RH 
commodities bid to demonstrate the attributes listed above.  


2. Are the technical specifications used based on the World Health Organization or 
other recognized technical specification source (e.g., International Pharmacopoeia, 
United States Pharmacopoeia, British Pharmacopoeia), or are they locally 
developed?  


3. What is the procedure for the development of local specifications? Who is involved 
in their development, review, and acceptance? Are the specifications “product 
neutral?” 


4. Are the product specifications, quality assurance provisions, and shipping and 
packing requirements clearly outlined in the bidding documents? Who completes 
the final review of the specifications listed in the bidding documents? 


5. Is the shelf-life requirement for health-sector goods addressed in the technical 
specifications, and are preshipment requirements (e.g., testing of condoms) 
addressed as well?  


6. Are shipments visually inspected upon delivery (or prior) to ensure that they meet 
the specifications outlined in the bidding documents? 


c. Module 3: Assessment of Procurement Options 


1. Which, if any, of these indirect procurement options are utilized: international 
supply service, international procurement agency, parastatal procurement service, 
government stores, and/or regional buying alliance?   


2. Which, if any, of these direct procurement options are utilized: international 
competition, international competition using a private procurement agent, sole-
source procurement, and/or small-scale national procurement? 
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3. Approximately what percentage of the RH procurement is direct versus indirect? 


4. What are the criteria or influencing factors for deciding on direct versus indirect 
procurement? How is the agent or agency selected? 


5. What are the common restrictions or roadblocks when assessing the option of 
direct procurement? 


d. Module 4: Budget, Funding, and Procurement Requisition 


1. Who is responsible for planning, reviewing, and approving the budget? 


2. How often is the amount of available funding less than the budget originally 
submitted? How does the procurement unit handle this reduction in funding? Does 
this impact stock-outs in the long run? 


3. What is the process for developing the budget for RH products?  


4. Of the major RH commodity categories budgeted (intrauterine devices, condoms, 
oral contraceptives, etc.), what percentage used Internet pricing research to 
identify representative pricing (e.g., the International Drug Price Indicator Guide)? 


5. Is only the product price included in the budget, or are other costs taken into 
account (e.g., freight, insurance, fees, etc.)? 


6. Does the budget estimate incorporate factors such as stock-on-hand, rate of 
consumption, and products in the pipeline? 


7. Is the early technical and financial planning well coordinated so that funding is 
assured when procurement begins, based on accurate cost and quantity estimates? 
What does the procurement unit do if the funding is not assured at the time of 
procurement? What is the long-term impact on the schedule? 


8. Does the procurement unit regularly conduct market surveys to update their 
knowledge of prevailing sources and prices for RH products? 


9. Is there a comparison of actual verses budget at the end of the year? If yes, is that 
information utilized when developing the budget the following year? 


10. Is the budget allocated with sufficient time to administer the procurement process? 


11. Once the budget is allocated, is there a prioritization of procurements based on 
the longest lead time? Who determines the priority and distribution of the 
workload? 
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e. Module 5: Procurement Planning 


1. Are RH procurement plans prepared for all procurements? What authority (or 
authorities) is responsible for preparing procurement plans? How long does it take 
to prepare a procurement plan? 


2. What are the elements of the procurement plan? Please provide a copy of the 
procurement plan for review of the level of detail and comprehensiveness. 


3. Has the government established time period guidelines for major activities in the 
procurement cycle? If so, what percentage of procurements was completed within 
the government’s time period guidelines? 


4. Does the RH procurement unit monitor the actual completion dates for 
procurement activities against the original estimated completion dates, and are that 
data used to identify areas for improvement to the procurement process? 


5. Does the RH procurement unit have a process to clarify and verify the 
requirements and specifications of the procurement requisition to ensure any 
potential constraints are adequately addressed (e.g., budget, product pricing, etc.)?   


6. Which procurement methods are normally utilized (open bid, restricted bid, sole 
source, shopping, etc.)? 


f. Module 6: Developing Bidding Documents and Inviting Offers 


1. Which staff members prepare the bidding documents? What is their level of 
experience? 


2. What documentation is produced and archived by the agency? Please provide a 
sample of previous documentation (Instructions to Bidders, responses from 
bidders, etc.).  


3. Do standard bidding documents exist for health-sector goods contracts? List and 
provide sample(s). Are there separate documents for international and national 
competitive bidding? 


4. Is one bid containing multiple goods prepared, or are multiple bids for individual 
goods prepared? 


5. Are these documents, if any, readily adaptable to specific contract situations (e.g., 
by modifications made through a Bid Data Sheet, Special Conditions of Contract, 
or something similar)?  
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6. Do the bidding instructions contain other necessary information (such as eligibility 
requirements, basis of bid, language, currency of bid, common currency for 
purposes of evaluation, source, and date of the exchange rate)? Are sample forms 
and other appropriate sections of the documents provided? 


7. Are bidders required to provide bid security in an appropriate amount as a 
condition of responsiveness of their bids? 


8. Is pre- or post-qualification completed? 


9. Are qualification criteria appropriate and clearly described for bidders? 


10. Are the conditions of the contract generally equitable? Do they provide adequate 
coverage for most important commercial and legal issues (for the method of 
procurement, size, nature, and type of contract used)? Do they provide adequate 
protection to the government, without putting undue risk on bidders?  


11. Are standard purchase orders used for shopping? 


12. Are contracts to be awarded by competitive bidding publicly advertised? 


13. How much time is allotted to obtain documents and prepare bids? 


14. What is the general written response time for clarifications and questions asked by 
the bidders?   


15. Are clarifications, minutes from the pre-bid conference (if one was held), and 
modifications of the documents communicated to all prospective bidders? How 
soon after the pre-bid meeting are the minutes distributed? 


16. How much time are the bidders afforded to revise their bids following modification 
(if any) of the documents?  


17. Do procuring entities maintain records of all communications with bidders (before 
and after the deadline for submission)? Where is the information stored? 


18. Are there communications between the procuring entities and the bidders other 
than appropriate requests for clarification of a bid made to the evaluating 
committee?  


19. Are bids received prior to the deadline securely stored? Where? Who has access? 


20. Are public bid openings conducted?  


21. If so, are they conducted at a specified place closely following the deadline for 
submission? Generally how long after are they scheduled? Who is invited to attend? 







Procurement Assessment Guide 
 


Procurement Capacity Toolkit Procurement Assessment Guide-11 


22. Do bid opening procedures generally follow commonly accepted practices, such as 
those specified in World Bank guidelines? What information is read out at the bid 
opening? Are minutes kept?  


23. Do bid opening procedures differ for different types of health-sector goods? If so, 
how? 


24. Is prequalification of suppliers carried out? What is the process for prequalifying a 
supplier? What are the criteria for prequalification? 


25. Is every prequalification conducted per a policy/procedure? On average, how long 
does it take a firm to become prequalified? Are foreign firms allowed to apply? Is 
the process the same for foreign and domestic firms? 


26. Do prequalification documents describe all requisites for submitting responsive 
applications and the qualification requirements? Is financial information required and 
critically analyzed to assess financial capabilities to perform contracts? Is product 
quality assessed? If so, how is it assessed (e.g., are samples from all suppliers tested, 
or only from new bidders)?  


27. Do procuring entities verify whether a successful bidder continues to meet 
prequalification requirements, prior to the contract award?  


28. Are suppliers required to have a local agent in order to qualify to bid for goods or 
services? 


29. Do procuring entities maintain updated lists of qualified suppliers, contractors, and 
consultants, and updated market information on commonly procured health-sector 
goods? Where is this information stored? Is it accessible to all procurement units? 
How is this list of qualified suppliers, contractors, and consultants initially 
established? How does a new firm apply and become qualified? 


30.  Is supplier performance routinely evaluated? What criteria are used to assess 
performance?  


31. Does a pharmaceutical product need to be registered by the national regulatory 
authority (NRA) prior to award? Is there a “fast-track” system for registering 
drugs? 


g. Module 7: Selecting Suppliers 


1. Approximately what percentage of supplier proposals is compliant with/responsive 
to the criteria outlined in the bidding documents? What are the most common 
reasons for noncompliance? 
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2. Is responsiveness determined on the basis of the documentary requirements 
described in the bidding documents (e.g., product technical and performance 
specifications, product packaging, pharmacopoeial specifications, and registrations if 
requested)?  


3. Are three distinct evaluating committees—a bid opening committee, a bid 
evaluation committee, and a technical evaluation committee—convened to select a 
supplier? If not, what are the evaluating committees? 


4. Do qualified evaluating committees conduct evaluations? Do the committees 
include pharmaceutical, clinical, and other appropriate health professionals? 


5. Are evaluating committees appointed ad hoc for each evaluation? 


6. Are bid evaluations carried out on the basis of the criteria specified in the 
documents? What are the key bid categories that are evaluated? 


7. Is the successful bidder’s qualification to perform the contract determined solely on 
the basis of the specific criteria stated in the documents (e.g., product technical and 
performance specifications, product packaging, pharmacopoeial specifications, 
registrations)? If not, what other criteria are considered?  


8. Are evaluations normally completed within the original bid validity period? 


9. How is the financial evaluation of the bids performed? Who is responsible for 
reviewing the price offering in the bid? 


10. How often do bidders protest? What is the cause of the protest? 


h. Module 8: Contracts 


1. Are contracts required to be awarded to the lowest evaluated cost responsive 
bidder that has been determined to be qualified to perform the contract 
satisfactorily? 


2. Are negotiations conducted with bidders before or after selection? Are the 
negotiations related to price, delivery, payment options, or other reasons? 


3. What government approvals are required before contracts can be made effective? 


4. Is performance security required? What is the amount required and how is it 
determined? What is the format utilized to convey the performance security 
requirements to the supplier?  


5. Are cost reimbursement contracts ever issued? If yes, what was the 
product/scenario that required that type of contract? 
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6. Are indefinite quantity contracts utilized? For which commodities and why? 


7. Are contracts with options for future quantities utilized? 


8. Does the procurement team prepare the contracts? If not, which organization/unit 
prepares the contracts? 


9. How often does a contract need to have verification of product registration prior 
to award? What is that time frame? Does it delay the due date of the product? 


10. Are contracts signed within the original bid validity period? If not, how often does 
this happen, and what is the reason for the delay? Does the supplier extend its 
offer?  


i. Module 9: Contract Performance and Monitoring 


1. Who is responsible for monitoring the performance of the supplier? 


2. Are there manual or computerized procurement and/or contract monitoring 
systems in use? Review sample report/output. Is contract performance informally 
monitored?  


3. What are the performance indicators utilized to monitor supplier performance? 
Are the performance indicators shared with the suppliers prior to contract award? 


4. Is there a location for the storage of contracts that have a formal procurement 
record? Please provide a set of procurement files for review. 


5. Are suppliers and contractors paid on time? If not, what causes the delay in 
payment? What is the normal time period from invoice submission to final 
payment? 


6. Are contract changes or variations handled in accordance with the contract 
conditions and established practice (e.g., change/variation orders are given and/or 
confirmed in writing)? 


7. Do procuring entities normally make a good-faith attempt to resolve disagreements 
through informal negotiations (amicable settlement)? 


8. If this fails, are the resulting disputes handled in accordance with the contract 
conditions? 


9. Are the supplier claims handled based on a clear recognition of both parties’ 
obligations under the contract? 
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10. Are contract managers/administrators skilled in resolving problems in a timely 
manner and dealing with unforeseen circumstances arising during the life of the 
contract? Do they adequately document all actions of contractual import taken by 
the purchaser during implementation?  


11. When are contractual remedies utilized? Are they in accordance with the contract 
conditions? 


12. Are contracts completed on schedule or are time overruns frequent? Is it common 
to incur hidden costs from a supplier? Hidden costs are normally due to shortages 
and poor supplier performance (e.g., emergency procurements because the 
supplier delivers late, replacement costs for lost goods or short shipments, etc.).   


13. Are contracts generally administered in a fair and equitable manner (e.g., the 
purchaser/employer/client grants extensions of time when delays are attributable to 
its untimely action, and fair compensation is provided to offset additional costs 
caused by its mistakes, etc.)?  


14. Does the purchaser supply data and resources it agreed to under the contract and 
carry out all inspections in a timely fashion so as not to disrupt the supplier’s 
performance and delivery? 


15. Can delays by the purchaser in meeting its contractual obligations as described 
above be attributed to a problem identified in the local procurement environment? 
Specify. 


16. Are procurement evaluations/audits conducted at the supplier? If so, describe 
scope, frequency, who carries them out, etc. 


17. What is the process for handling final payments and final closure of the contract? 


18. Are there mandatory preshipment compliance requirements (preshipment 
document review, visual inspection of the product, and/or laboratory or physical 
testing of the product)? For which RH commodities are these requirements levied? 
How was the determination made for each of the commodities? 


19. Is condom preshipment testing performed?  


20. What is the approximate number of suppliers that default on their contracts? Is 
there a record of the suppliers that have defaulted? Is this considered when future 
bids arise? 
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j. Module 10: Delivery of Goods 


1. Which organization is responsible for customs clearance and warehouse delivery 
processes? 


2. Is there a log of the issues that have occurred with incoming shipments?  


3. What are the procedures to monitor delivery of health-sector goods to verify 
quantity, quality, and timeliness? Who is responsible for monitoring the deliveries 
of products? 


4. Are stores well kept and managed, including the inventory control of goods? Are 
expired goods a common problem?  


5. Is the cold chain in adequate condition to support delivery of temperature-sensitive 
goods? 


6. Are under-inspection, over-inspection, and/or improper rejection of health-sector 
goods common problems? 


2. Legal Framework  
a. General Features 


1. What is the legal corporate status of the procurement unit—is it a government 
department, a state corporation, or a parastatal enterprise? Who are the owners? 


2. Is the overall system centralized or decentralized? Is the procurement of RH 


commodities centralized or decentralized? 


3. Do the national policies, laws, and regulations regarding procurement in general 
and procurement of health-sector goods in particular apply to this agency? Please 
provide a copy of the procurement act or an equivalent document. If not, does the 
agency have its own regulations?  


4. Is there an established NRA? Describe. What quality assurance or quality control 
procedures does the NRA apply? Drug registration? Import licensing? 


5. Do the regulations cover the relevant components of procurement for health-
sector goods (e.g., product selection, registration, quality control, importation 
versus local manufacture, etc.) with no unduly complicated, unnecessary, 
conflicting, or outdated regulations? Are rules found in various distinct sources or 
within a well-coordinated legal framework? Do policies and regulations in support 
of other national social or economic development goals exist? 
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6. Is the hierarchy of the sources of procurement rules in general and for 
procurement of health-sector goods in particular well established? Who has the 
authority to determine procurement rules? Who has the authority to interpret 
them? Who has the authority to overrule them? 


7. Does the system allow/facilitate the introduction of new and innovative techniques 
and contracting practices for health-sector goods, such as e-procurement or 
contracting with a procurement agent, without compromising basic principles? 


8. Are there rules/procedures regarding bidder suspension and debarment? 


9. Are there procedures for the settlement of contractual disputes? Describe. 


b. Basis for Transparency 


1. Is there a legal or regulatory requirement for public disclosure of procurement 
legal texts? 


2. Are there mandatory requirements for maintaining written records of 
procurement? Are they available to the general public? 


3. What are the requirements for advertisement of contracting opportunities? How 
often is the country’s national newspaper published? Is it available to the general 
public? Is it available in electronic form (i.e., on a website)? 


4. Are there requirements regarding public bid opening? If yes, what are the 
requirements? 


5. Are negotiations after bid opening or award selection forbidden? 


6. Do rules on negotiated procurement, if any, provide the basis for a fair and 
transparent process?  


7. What are the conditions for use of various procurement methods, and is there an 
explicit requirement that open competitive bidding is the preferred or default 
method?  


8. Is there a requirement for public notice of contract awards? If yes, where is the 
information posted? 


9. How are the requirements for bid and contract securities communicated to the 
bidders? Are they required of all bidders? 


10. Are qualification requirements for bidders, if any, fair and appropriate for the 
purpose of the contract? 
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11. Explain the requirements for bid examination and evaluation. 


12. Are summaries of information about public procurement published (e.g., number of 
bids received, number of contracts awarded, and names of successful bidders)? If 
so, describe scope, frequency, and location of posting. 


13. Is there a conflict of interest policy in effect? If so, describe its essential features. 


14. Are the laws on bribery of officials enforced? Do government bidding documents 
and contracts contain anti-bribery and anticorruption conditions? 


15. What are the opportunities for discretionary decisions by government officials in 
the procurement process and preparation of documents? 


c. Basis of Accountability of Procurement Officials 


1. Is there a published code of ethics for procurement personnel to follow? If so, 
describe its basic features. How is the code enforced? 


2. What is the process for bidders to report bribes by others and solicitation/ 
extortion of bribes by procurement officials? 


3. What access do bidders have to administrative or judicial review/appeal? 


4. Are there measures to curb corruption (e.g., anticorruption statutes and/or bodies, 
whistleblower statutes, comprehensive reforms of the civil service/judiciary, 
regional initiatives, provisions in the criminal law, anti-bribery provisions, etc.)? If 
so, describe. 


3. Organization and Functions 
1. Describe the general organization of the procurement unit. Provide an 


organizational chart. 


2. Are key functions assigned and duly staffed (e.g., defining RH supply requirements; 
specifications; assessment of procurement options; budget, funding, and 
procurement requisition; procurement planning; developing bidding documents and 
inviting offers; selecting suppliers; contracts; contract performance and monitoring; 
and delivery of goods)? 


3. Are there procedural manuals and clear instructions for staff to follow? Where is 
this information maintained and how often is it updated? Is formal training provided 
on these documents for new employees? Please provide a copy of the manual.  







Procurement Assessment Guide 
 


Procurement Capacity Toolkit Procurement Assessment Guide-18 


4. How is information communicated to the procurement unit when procedures or 
processes change (i.e., are procurement staff aware of updated rules and thresholds 
and other issues relevant to their assigned responsibilities)?  


5. Are the procurement and supply management functions clearly distinguished? Are 
the roles and responsibilities written in a published document? 


6. What are the procurement/contracting authority levels? Is there a delegation of 
authority? How does the current delegation impact the timeliness of the 
procurement process?  


7. Are thresholds for contracting authority regularly updated? 


4. Recordkeeping 
1. For contracts to be awarded on the basis of competitive bidding, does the 


procurement unit maintain a complete record of the process? Is there a threshold 
for whether documentation is prepared and retained? Is it all stored in the same 
location? Documentation would include copies of all public advertisements; 
prequalification documents (if used); the prequalification evaluation report 
documenting any decisions not to prequalify certain potential bidders; the bidding 
documents and any addenda; a record of any pre-bid meetings; the bid opening 
minutes; the final Bid Evaluation Report, including a detailed record of the reasons 
used to accept or reject each bid; copies of bids; appeals against procedures or 
award recommendations; a signed copy of the final contract and any performance 


records; and advance payment securities issued; etc. Please provide a sample. 


2. Are contract administration records maintained? Is there a threshold for whether 
documentation is prepared and retained? Are all stored in the same location? 
Documentation would include contractual notices issued by the supplier, 
contractor, purchaser, or employer; a detailed record of all change or variation 
orders issued affecting the scope, quantities, timing, or price of the contract; 
records of invoices and payments; progress reports; Certificates of Inspection, 
Acceptance, and Completion; and records of claims and disputes and their 
outcomes; etc. Please provide a sample. 


3. For small contracts or purchase orders for goods procured using shopping 
procedures, is a database maintained showing the current market price for 
commonly needed items?  
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4. Are periodic reports prepared on overall procurement activities? By and for 
whom? What information is included in a report? 


5. Is a record of contract prices maintained? How is it used? Is it accessible to all 
procurement personnel or those responsible for budget planning? Is it used to 
establish national price indices? 


5. Staffing 
1. Does the agency have specialized staff for procurement planning and scheduling of 


RH commodities? What is the previous work experience of the staff? 


2. Are there job descriptions for staff members, including qualifications required? 


3. Do staff skills generally match requirements and numbers? Are there any staffing 
gaps? 


4. How are staffing levels determined? 


5. What is the turnover rate of the staff in procurement? 


6. Are staff members selected competitively or by direct appointment? 


7. Are procurement staff members experienced in international procurement for 
health-sector goods?  


8. Is career advancement primarily based on job-related accomplishments and factors? 


9. What types of formal and on-the-job training programs (which contribute to 
proper professional career development) exist for entry- and higher-level 
procurement staff?  


10. Are there additional training resources in the country that are currently utilized or 
that could be utilized to complement government- or donor-administered 
programs (e.g., universities and private institutions)? 


11. Did previous training programs lead to an obvious improvement in the quality and 
productivity of procurement work? What was the training topic? Why was it 
successful? 


6. Previous Assessments and Capacity-Building 
1. Have there been previous assessments of RH procurement capacity? When were 


the assessments conducted and by whom? Were there other procurement 
assessments completed (not specific to RH commodities)? 







Procurement Assessment Guide 
 


Procurement Capacity Toolkit Procurement Assessment Guide-20 


2. What were the results and recommendations of the assessments? Can you provide 
the report?  


3. How were any results and recommendations implemented? Are they still in 
practice? 


4. Has previous RH procurement capacity-building been provided? When and by 
whom?  


5. How was the capacity-building provided (e.g., onsite or offsite training, technical 
manuals, or other resources)? 


6. What were the results of the capacity-building? 


7. General Risk Assessment 
1. Are the procurement unit staff members held in high regard in the organization? 


2. Are pay levels for procurement professionals comparable to that for other public- 
and private-sector technical specialists? Give the current range of monthly salaries. 


3. Are the authorities relating to procurement clearly delegated to the entities 
carrying out the process? Are the applicable procedures clearly defined? 


4. Are procurement decisions ever overridden by higher governmental agencies? If so, 
by which? To what degree is the procurement decision-making process 
independent from politics? Indicate how differences are resolved when there is a 
difference of view between the procuring entities and the bid board or other final 


approval body regarding the award recommendation. 


5. Does the highest level of the agency encourage, support, or enforce compliance 
with existing procurement regulations? Are violations investigated and 
procurement or other responsible officials held accountable? 


6. Are there perceived or known weaknesses within the procurement organization? If 
yes, what are they? What are the strengths and/or processes that are working well? 
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E. Summarizing Assessment and Performance 
Indicator Findings 


After conducting the procurement system assessment and gathering documents and data for 
the evaluation of the performance indicators, it is important to summarize and analyze all of 
the information. This may take several days, depending on the amount of information and 
the evaluator’s familiarity with the documents. Table 1 on the following page provides an 
outline for summarizing the findings from the assessment. The information gathered from 
the assessment provides general insight on the current state of the organization and 
indentifies specific areas in which capacity development may be most beneficial. 


The analysis and scoring of the performance indicators is quantitative in comparison to 
summarizing assessment findings in a written qualitative format. The performance indicators 
are generally assessed quantitatively and given a numerical score. See Table 2 for a suggested 
format. It may not be possible to obtain all of the desired documents for the performance 
indicators (e.g., contracts and bids); therefore, the reason the documents were not 
obtainable should be noted when applicable.  


The assessment of performance indicators is done prior to training in order to establish a 
performance baseline and determine the areas for training curriculum development. The 
performance indicators play a major role in helping to identify the types of training that 
should be selected. After the training has been conducted, the performance indicators 
should be reassessed. This involves collecting the most recent copies of the same 
documents that were assessed for the initial indicators. Ideally, the scoring of the indicators 
will show improvement based on the training provided to the organization. It is important 
to note that sufficient time should elapse between the end of training and the final 
assessment of the indicators because this allows time for changes to occur in the system.  


For more information on developing training, see the Trainer’s Guidelines.  
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Table 1 provides an example of a basic format that can be used for recording the results of the assessment and identifying areas of focus 
for follow-on training based on the assessment.  


Table 1: Summary of Assessment Findings  


Assessment 
Item Assessed Does not 


exist - 0 Poor - 1 Fair - 2 Good -3 
Strengths  Challenges Focus for 


Training Comments 


1. Reproductive Health Procurement Cycle Management 
Module 1: 
 Defining Reproductive 


Health Supply 
Requirements 


        


Module 2: Specifications         
Module 3: 
 Assessment of 


Procurement Options 


        


Module 4: 
 Budget, Funding, and 


Procurement 
Requisition 


        


Module 5: 
 Procurement Planning 


        


Module 6: 
 Developing Bidding 


Documents and 
Inviting Offers 


        


Module 7: 
 Selecting Suppliers 


        


Module 8: 
 Contracts 


        


Module 9: 
 Contract Performance 


and Monitoring 


        


Module 10: 
 Delivery of Goods 
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2. Legal Framework 
a: General features         
b: Transparency         
c: Accountability         
3. Organization and Functions 
Organization of unit and 
functions 


        


Internal manuals and 
instructions 


        


4. Recordkeeping 
Documents pertaining to 
bidding process 


        


Bid Evaluation Reports 
        


Signed contract documents 
        


Claims and dispute 
resolution records 


        


Comprehensive 
disbursement data 


        


5. Staffing 
Job descriptions, including 
qualification requirements 


        


Current staff adequately 
trained 


        


6. Previous Assessments and Capacity-Building 


Assessments 
        


Capacity-building 
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Assessment 
Item Assessed Does not 


exist - 0 
Poor - 1 Fair - 2 Good - 3 Strengths Challenges Focus for 


Training Comments 
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Assessment 
Item Assessed Does not 


exist - 0 
Poor - 1 Fair - 2 Good - 3 Strengths Challenges 


Focus for 
Training 


Comments 


7. General Risk Assessment 
Is the procurement unit 
held in high regard and 
respected? 


        


Are procurement decisions 
overturned or influenced 
by other decision-makers? 


        


 
Does not exist - For the assessment item, there is no measurable performance. 
Poor - For the assessment item, there is measurable performance, but at its level is hindering the unit from best performance. 
Fair - For the assessment item, there is measurable performance, but there is significant room for improvement. 
Good - For the assessment item, there is measurable performance and it supports best performance of the unit. 
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Table 2 provides an example of a basic format that can be used for recording performance 
indicator assessment results and identifying areas of focus for follow-on training based on 
the assessment.   


Table 2: Example - Assessment of Performance Indicators 


# 
Toolkit 


Reference Performance Indicator 
April 08 
Baseline  


March 09 
Results 


1 Module 1 Number of the 16 reproductive health essential 
medicines, per Essential Medicines for Reproductive 
Health,2 that are listed on the country’s essential 
medicines list.    
% of reproductive health focus product specifications 
using a format with clear and comprehensive 
requirements in the key categories:    


- Product information (generic name, strength, 
quantity, color, size, and shelf life)   


2 Module 2 


 - Registration requirements   
% of bids utilizing quality assurance provisions in each of 
the following areas for the reproductive health focus 
commodities selected:   
 - Sampling   
 - Inspection   
 - Testing requirements   


3 Module 2 


 - Documentation requirements   
4 Module 3 % of total value of contracts that was awarded through 


a competitive process (international and national 
competitive bidding) (October 2007–March 2008).   


5 Module 4 % of times the cost estimate identified and incorporated 
all other related cost expenses (e.g., freight and 
insurance, fees and commissions, inspection and testing, 
taxes) for reproductive health focus products.   


6 Module 4 Accuracy of procurement plan budgetary cost estimates 
for reproductive health focus products compared to 
actual contract product costs.   


7 Module 5 Standard time period guidelines for completing key 
steps in the procurement process exist and are 
monitored for compliance.    


8 Module 5 Process exists to clarify and elaborate on the 
requirements and specifications of the purchase 
requisition to ensure any potential constraints are 
adequately addressed (e.g., budget, product pricing, 
etc.).   
% of times the following components of standard public-
sector bidding documents appeared in the bids 
reviewed for the reproductive health focus 
commodities selected (2006–2007 documents):   
 - General Instructions to Bidders   


9 Module 6 


 - Special Instructions to Bidders   


                                                 
2 PATH, World Health Organization, United Nations Population Fund. Essential Medicines for Reproductive Health: 
Guiding Principles for Their Inclusion on National Medicines Lists. Seattle, WA: PATH; 2006. Available at: 
http://www.who.int/ 
reproductivehealth/publications/general/a91388/en/. 



http://www.who.int/reproductivehealth/publications/general/a91388/en/

http://www.who.int/reproductivehealth/publications/general/a91388/en/
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# 
Toolkit 


Reference Performance Indicator 
April 08 
Baseline  


March 09 
Results 


 - Eligible/Ineligible countries   
 - General Conditions of Contract   
 - Technical Specifications   
 - Schedule of Requirements   
 - Evaluation criteria   
 - Qualification criteria   
 - Bid and contract forms   
 - Instructions regarding shipping   


10 Module 7 % of contracts awarded without a bidder’s protest 
during the 2006–2007 bid period for the reproductive 
health focus commodities selected.   


11 Module 8 % price variance between product contract unit price 
and international unit price indicator guidelines for 
reproductive health focus/basket products selected 
(2006–2007).   


12 Module 8 % of contracts signed within the original bid validity 
period (2006–2007).   


13 Module 9 Supplier performance, delivery, and quality are 
monitored and documented in a supplier scorecard 
system to evaluate performance (quality of the goods 
includes adherence to the contract shelf life).   


14 Module 9 % of supplier payments made within the payment period 
called for in the contract for reproductive health focus 
commodities (2006–2007).   


15 Module 10 % of deliveries in which all required shipment 
information for the reproductive health focus 
commodities was received from the supplier and 
transmitted to the stores department approximately 10 
to 14 days prior to arrival of the goods (October 2007–
March 2008).   


16 Module 10 Average length of time between the date the Certificate 
of Analysis was completed and when it and other 
documents were provided to the procurement unit for 
the reproductive health focus products.     
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F. Methodologies for Assessment of National 
Procurement Systems 


The three major procurement system assessment methodologies are:  


1. OECD’s Methodology for Assessment of National Procurement Systems. 


2. World Bank’s Assessment of Agency’s Capacity to Procure Health Sector Goods.  


3. Global Fund’s Procurement and Supply Management (PSM) Assessment Tool. 


While these documents have a common theme of assessing national procurement systems, 
and share some similar features and common questions, each methodology has a different 
approach to achieving its objective. 


1. OECD: Methodology for Assessment of National 
Procurement Systems 


The basis for the OECD assessment methodology evolved through a collaborative effort of 
the OECD Development Assistance Committee and the World Bank, under the 
Procurement Round Table Initiative, where developing countries and bilateral and 
multilateral donors worked together to establish standards for improving procurement 
systems. The Initiative resulted in the creation of a Joint Venture for Procurement under the 
OECD, which developed and finalized the OECD Methodology for Assessment of National 
Procurement Systems. 


The methodology identifies four “pillars” that impact procurement system performance:  


• Existing legal framework that regulates procurement. 


• Institutional architecture and management capacity of the system. 


• Operation of the procurement system and competitiveness of the national market. 


• Integrity of the procurement system. 


Several baseline indicators are considered key components and are necessary for a “pillar” 
to effectively function. For example, for OECD Pillar I: Legislative and Regulatory 
Framework, the first indicator is “public procurement legislative and regulatory framework 
achieves the agreed standards and complies with applicable obligations.”  
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This baseline indicator is in turn divided into eight subindicators, the first two of which are 
listed below to illustrate the role subindicators play in assessing baseline indicators: 


• Subindicator 1(a): Scope of application and coverage of the legislative and 
regulatory framework. This subindicator is intended to determine (a) the structure 
of legal and regulatory framework governing public procurement, (b) the extent of 
its coverage, and (c) public access to the laws and regulations. 


• Subindicator 1(b): Procurement methods. This subindicator is to assess if the legal 
framework includes (a) a clear definition of the procurement methods allowed, and 
(b) circumstances under which each method is appropriate.3 


The OECD has established a scoring system for each baseline subindicator that ranges from 
0 to 3, with a score of 3 indicating full achievement of the subindicator standard and a score 
of 0 indicating a failure to reach the proposed standard. The scoring system was developed 
to help improve consistency in identifying system strengths and weaknesses and to help 
track the progress of efforts to improve the system. 


In addition to baseline indicators, which are designed to present a comparison of the actual 
system against the international standards that the baseline indicators represent, the OECD 
also established compliance and performance indicators that are designed to monitor 
existing performance data to assess the actual level of compliance with the formal 
requirements of the procurement system. 


For additional information on the comprehensive OECD procurement assessment 
methodology, see http://www.oecd.org/dataoecd/1/36/37130136.pdf. 


2. World Bank: Assessment of Agency’s Capacity to Procure 
Health Sector Goods 


The World Bank assessment methodologies are designed to assess the capacity of 
procurement systems to effectively conduct procurement under World Bank-financed 
projects. The World Bank’s primary assessment tool is the Country Procurement 
Assessment Report (CPAR) methodology, which is used to assess overall procurement 
capacity at the country level. A CPAR is always required as part of the World Bank’s 
preparation and planning process for any project it intends to finance.  


                                                 
3 Organisation for Economic Co-operation and Development. Methodology for Assessment of National Procurement 
Systems (Version 4). 2006:9–10. 



http://www.oecd.org/dataoecd/1/36/37130136.pdf
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The World Bank’s Assessment of Agency’s Capacity to Procure Health Sector Goods follows a 
similar approach, but is focused specifically on an agency’s capacity to procure health-sector 
goods. The primary objectives of this assessment are to: 


• Evaluate the capability of the procuring agency and the adequacy of procurement 
and supporting systems to administer health-sector goods procurement. 


• Assess the risks (institutional risks, political risks, procedural risks, etc.) that could 
negatively impact the agency’s ability to conduct procurement. 


• Develop a plan to address the deficiencies and minimize the risks identified in the 
assessment. 


• Propose a plan for World Bank supervision of the procurement plan compatible 
with the strengths, weaknesses, and risks identified in the assessment.4 


The World Bank assessment includes an Attachment A, which is a list of questions to help 
conduct the assessment.  


While the World Bank assessment process does not employ a numerical scoring system 
along the lines of that used in an OECD assessment, it does follow a somewhat similar 
process to rate the areas of assessment by stating that the item being assessed should fit 
into one of four categories: satisfactory, fair, poor, or null. The World Bank’s assessment 
also looks to identify the level of risk associated with each area being assessed, assigning a 
risk value of low, average, or high depending on the consistency of application of 
procurement practices against stated regulations and procedures.  


The assessment findings are used to develop an action plan to improve the long-term 
capacity of the procuring agency to conduct procurement in accordance with international 
standards. The findings are also used to establish the level of World Bank supervision of the 
procurement process, including setting the monetary thresholds for transactions at which 
prior review by the Bank must occur.  


Given the focus of the World Bank’s Assessment of Agency’s Capacity to Procure Health Sector 
Goods on the procuring agency’s ability to implement the different phases of the 
procurement cycle (which, to a certain extent, follows the order of the elements of the 
Toolkit), the Procurement Assessment Guide is primarily based on and liberally uses the 
material and questions found in the World Bank’s assessment methodology.  


 
4 World Bank. Assessment of Agency’s Capacity to Procure Health Sector Goods: Setting Prior Review Thresholds and 
Procurement Supervision Plan. Page 1. 
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For more information on the World Bank’s procurement assessment methodology for 
health-sector goods, see http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/ 
PROCUREMENT/0,,contentMDK:20105513~menuPK:84283~pagePK:84269~piPK:60001558
~theSitePK:84266,00.html.  


3. Global Fund: Procurement and Supply Management 
(PSM) Assessment Tool 


The Global Fund’s assessment tool is designed to determine whether the procurement plan 
submitted by the principal recipient nominated to receive a Global Fund grant complies with 
Global Fund procurement policies and can be successfully implemented. The nominated 
principal recipient prepares a procurement plan which is then assessed by procurement and 
supply management experts appointed by the Global Fund’s local fund agent, an independent 
agency contracted by the Global Fund to represent its interests.   


The procurement assessment is conducted after receipt of a procurement plan that appears 
close to approval status and after conducting an offsite background analysis of the principal 
recipient based on existing information. If the background analysis deems it necessary, an 
onsite assessment is also conducted. The Global Fund requires two reviews of the 
submitted procurement plan, one prior to and one after the onsite assessment.5 


The Global Fund assessment tool does not focus on the broader procurement environment 
and supporting systems to the extent the OECD assessment does, nor does it focus on the 
different phases of the procurement cycle to the extent the World Bank assessment does. 
The Global Fund assessment does gather greater detail for assessing the areas of patents, 
forecasting, receipt, storage, and distribution.  


For more information on the Global Fund Procurement and Supply Management (PSM) 
Assessment Tool, please see http://www.who.int/hdp/publications/13ki6.pdf.  


                                                 
5 Procurement and Supply Management (PSM) Assessment Tool. Page 1.  



http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/%0BPROCUREMENT/0,,contentMDK:20105513%7EmenuPK:84283%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/%0BPROCUREMENT/0,,contentMDK:20105513%7EmenuPK:84283%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/%0BPROCUREMENT/0,,contentMDK:20105513%7EmenuPK:84283%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://www.who.int/hdp/publications/13ki6.pdf
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Annex 1: Checklist—  
Documents for a Procurement System 
Assessment  


This is a sample checklist of documents that may be important to collect and review as part 
of the procurement system assessment. These documents will assist in answering many of 
the assessment questions and provide the assessor with a fundamental understanding of the 
organization. 


a. Document Checklist 
General 


___ Procurement act 


___ National policies, laws, and regulations regarding procurement 


___ Organizational chart 


___ Procurement or procedure manual 


___ Essential medicines list for reproductive health 


___ Quantification tools 


___ Regulatory authority policies  


___ Health care financing policy (framework for mobilizing resources for the sector) 


___ Central health care package (useful tool for resource allocation) 


___ Family planning policy framework (provides support and guidance in planning and 
implementation of reproductive health programs) 


___ National drug policy 


___ National medical laboratory policy 


___ Planning guide for second- and third-level institutions 


___ World Bank policies 


___ Sector-wide approach partners and documents 


___ Previous procurement assessment reports 
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Procurement 


___ Procurement plan 


___ Procurement documentation  


 ___ Procurement requisition ___ Public advertisements 


 ___ Prequalification documents ___ Bid 


 ___ Supplier proposals ___ Bid opening minutes 


 ___ Final Bid Evaluation Report ___ Appeals  ___ Final signed contract 


 ___ Contract/purchase order ___ Invoices 


___ Domestic bid ___ International bid ___ Summary Report of Bids 


___ Contract performance report 


___ Shipping documents 


___ Customs clearance requirements 


___ Contract administration records 


___ Contractual notices issued by the supplier/purchaser 


___ Record of change or variation orders ___ Records of invoices and payments 


___ Progress reports ___ Certificates of Inspection, Acceptance, and Completion 


___ Records of claims and disputes and the outcomes 


___ Communications between bidders and procuring entities 


___ Internet research documents (costing for budget estimates) 


___ Budgeting documents (prices for quantification, bid, and actual contract) 


___ Procurement activity reports 


___ Job posting or job description for procurement position 


___ Supervisory checklist 


 


 


Medical Stores 


___ Medical stores receipt/log books 


___ Stockcards 
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b. Documents for Procurement System Assessment by 
Category 


This is a listing of the documents for a procurement system assessment arranged by 
categories. This list breaks down the types of documents according to the Toolkit modules 
and then other categories covered in the assessment. 


1. Reproductive Health Procurement Cycle Management 


 a. Module 1: Defining Reproductive Health Supply Requirements 
   – Essential medicines list for reproductive health 
   – Quantification tools 


 b.  Module 2: Specifications 
   – Procurement requisition  
   – Regulatory authority policies 


 c.  Module 5: Procurement Planning 
   – Procurement plan 


 d.  Module 6: Developing Bidding Documents and Inviting Offers 
– Procurement documentation: procurement requisition, bid, responses from 


bidders, bid evaluations, contract/purchase order, invoices, etc. 
– Competitive bid documentation: public advertisements; prequalification 


documents (if used); the prequalification evaluation report documenting any 
decisions not to prequalify certain potential bidders; the bidding documents 
and any addenda; a record of any pre-bid meetings; the bid opening minutes; 
the final Bid Evaluation Report, including a detailed record of the reasons 
used to accept or reject each bid; copies of bids; appeals against procedures 
or award recommendations; a signed copy of the final contract and any 
performance records; and advance payment securities issues; etc. 


– Domestic/international bids (if different); all bids from 2007 
– Prequalification documentation  


e. Module 9: Contract Performance and Monitoring 
– Contract performance report 


f. Module 10: Delivery of Goods 
– Shipping documents 
– Customs clearance requirements 
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2. Legal Framework 


a. General features 
  – Procurement act 
  – And/or other national policies, laws, and regulations regarding procurement 


3. Organization and Functions 


– Organizational chart 
– Procurement or procedure manual 


4. Recordkeeping 


– Procurement documentation (see detail above in 1.d. Module 6) 
– Contract administration records: contractual notices issued by the supplier, 


contractor, purchaser, or employer; a detailed record of all change or 
variation orders issued affecting the scope, quantities, timing, or price of the 
contract; records of invoices and payments; progress reports; Certificates of 
Inspection, Acceptance, and Completion; and records of claims and disputes 
and their outcomes; etc. 


– Procurement activity reports 


5. Staffing  


  – Job posting or job description for procurement position 
  – Supervisory checklist 


6. Previous Assessments and Capacity-Building 


– Previous procurement assessment reports and/or capacity development 
efforts provided by other organizations to supplement background 
information 
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Annex 2—Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Below are suggested 
performance indicators categorized by each Toolkit module. 


Module 1. Defining Reproductive Health Supply 
Requirements 
1. Percentage of no stock-outs at the central level for all reproductive health 


commodities on the essential medicines list.   


2. Percentage of districts/states reporting consumption data.  


3. A program is in place to continuously monitor product supply.  


4. Total dollar value of commodities disposed of due to poor management of 
expiration dates.  


Module 2. Specifications 
1. Product specifications for reproductive health commodities are reviewed and 


approved by technical experts. 


2. Percentage of product specifications that are product neutral. 


3. Percentage of reproductive health product specifications using a format with clear 
and comprehensive requirements in the key categories:  


• Product information (generic name, strength and quantity, color and size, and 
shelf life). 


• Registration requirements. 


4. Percentage of bids utilizing quality assurance provisions in each of the following 
areas for the reproductive health commodities selected: 


• Sampling. 


• Inspection. 
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• Testing requirements. 


• Documentation requirements. 


5. Percentage of bids with specifications that include information on packaging and 
shipping requirements (primary container requirements, labeling requirements, 
exterior shipping carton requirements, and marking requirements). 


Module 3. Assessment of Procurement Options 
1. The procurement organization implemented an assessment of procurement options 


for procuring reproductive health commodities. 


2. Percentages of procurement value that were direct procurements and indirect 
procurements. 


3. Percentages of procurement value that were procured at the centralized and 
decentralized levels. 


Module 4. Budget, Funding, and Procurement 
Requisition  
1. Percentage of major reproductive health commodities (e.g., intrauterine devices, 


condoms, oral contraceptives, etc.) in which pricing research was conducted to 
estimate the budget. 


2. Percentage of times the cost estimate identified and incorporated all other related 
cost expenses (e.g., freight and insurance, fees and commissions, inspection and 
testing, or taxes) for reproductive health focus products. 


3. The delivery schedule proposed for the budget estimate incorporates factors such 
as stock-on-hand, rate of consumption, and warehouse space. 


4. A process exists to manage budget reductions, and the basis for the reduction 
decisions is documented.  


5. Accuracy of the cumulative procurement plan budgetary cost estimates for all 
reproductive health focus products compared to actual contract product costs. 


Module 5. Procurement Planning 
1. A process exists to clarify and elaborate on the requirements and specifications of 


the purchase requisition to ensure that any potential constraints are adequately 
addressed (e.g., budget, product pricing, etc.). 
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2. The procurement unit confirms budget allocations through direct contact with the 
appropriate funding authority. 


3. Standard time period guidelines for completing key steps in the procurement 
process exist and are monitored for compliance.  


4. The procurement unit monitors the actual completion dates for procurement 
activities against the original estimated completion dates and the data are used to 
identify areas for improvement. 


5. Percentage of procurements planned as competitive bids (international competitive 
bids/national competitive bids). 


Module 6. Developing Bidding Documents and Inviting 
Offers 
1. Percentage of the following components of standard public-sector bidding 


documents that appear in the bids reviewed for the reproductive health 
commodities selected: 


- general instructions to bidders - special instructions to bidders 
- eligible/ineligible countries - general conditions of contract 
- technical specifications - schedule of requirements 
- evaluation criteria - qualification criteria 
- bid and contract forms - instructions regarding shipping 


2. Percentage of competitively bid contracts that are publicly advertised. 


3. All bids received prior to the deadline are stored in a secure location. 


4. Public bid openings are conducted.  


5. The procurement unit has a system to maintain accurate records of all 
communications with bidders both before and after bid submission. 


Module 7. Selecting Suppliers 
1. A bid opening committee is established to implement bid opening procedures. 


2. Percentage of supplier selections that adhere to the written evaluation criteria 
identified in the bidding documents. 


3. Percentage of supplier selections completed within the original bid validity period. 
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4. Percentage of contracts awarded without a bidder’s protest for the reproductive 
health commodities selected. 


Module 8. Contracts 
Direct Procurement Methods 


1. Percentage of contracts signed within the original bid validity period. 


2. Percentage of contract files containing verification of product registration. 


3. Percentage of contract files in which performance security is required that contain 
confirmation of the validity of the performance security from the issuing bank. 


4. Percentage of letters of credit requiring amendments before release to the 
supplier. 


Indirect Procurement Methods 


1. Procedures are in place to ensure appropriate quality assurance requirements 
included in contracts issued by international supply services and private supply 
organizations. 


2. Timely review and approval of contracts submitted by international supply services 
and private supply organizations. 


3. Timely processing of contract payment requirements.  


Module 9. Contract Performance and Monitoring 
1. Percentage of contracts that have a current contract management file. 


2. Supplier performance, delivery, and quality are monitored and documented in a 
supplier scorecard system to evaluate performance.  


3. Key contract deliverables are specific, measurable, achievable, relevant, and time 
based.  


4. Policy guidance exists with criteria on when to implement the different levels of 
preshipment compliance (document review, inspection, and testing).  


5. When procuring condoms, the contract includes requirements for testing each lot 
in accordance with World Health Organization recommendations.  


6. The purchaser’s dispute resolution policy allows for escalating resolution 
procedures. 
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7. Percentage of supplier payments made within the payment period called for in the 
contract. 


Module 10. Delivery of Goods 
1. Percentage of deliveries in which all required shipment information for the 


reproductive health commodities were received from the supplier prior to arrival 
and transmitted to the stores department (in accordance with contract 
requirements). 


2. Percentage of contracts in which the purchaser notified port clearance and 
warehouse staff of the estimated arrival of the shipment. 


3. Percentage of ocean shipments that arrived in port and received a set of clean 
findings from a marine insurance survey. 


4. Percentage of shipments that were cleared through customs without incurring any 
demurrage (storage) charges. 


5. Percentage of shipments that were received at the central warehouse, inspected, 
and accepted for inventory without any reported damage or discrepancies.   


6. Percentage of contracts containing liquidated damages provisions. 


7. Percentage of contracts in which the supplier did not accrue liquidated damages. 
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A. Introduction 


This module covers Element 9 of the reproductive health (RH) supply process. It describes 
the activities that begin after the contract between the purchaser and supplier has been 
signed and payment arrangements are in place (Element 8) and concludes when the RH 
commodity is received at the port of entry (for imported commodities) or at the central 
warehouse (for local commodities).  


Contract management and supplier performance monitoring are important components of 
the procurement process, since unsatisfactory performance by the supplier can jeopardize 
the objectives of an RH program. Proactive contract management and performance 
monitoring that engages the supplier’s support allows the purchaser to obtain information 
on supplier production and performance problems at an early stage in their development. 
Early identification improves the chances of resolving a problem before it significantly 
impacts the product delivery schedule. It can also be more cost effective, since early 
problem identification allows the purchaser and supplier to consider a broader range of 
contingency options, thereby minimizing the need to resort to more costly solutions such as 
expedited shipments or overtime labor. 


One of the key activities available to the purchaser in monitoring the supplier’s requirement 
to provide a good-quality product is to conduct preshipment compliance. The three levels of 
preshipment compliance most often used by purchasers (document review, visual 
inspection, and laboratory or physical testing) are discussed in this module.  


The purchaser should also monitor the transport arrangements made for the product, 
particularly for those products that may have temperature storage limitations. 


Finally, the module also discusses the purchaser’s responsibility to manage the contract 
payment process, including completing timely payment arrangements once the supplier has 
fulfilled its contract obligations.  
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Discuss the objectives of a contract performance monitoring system and scorecard. 


• Develop a contract performance monitoring scorecard. 


• Identify the benefits of preshipment compliance. 


• Name different levels of preshipment compliance. 


• Discuss key issues in product transport. 


• List the benefits of managing supplier payments. 
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C. Components, Considerations, and 
Challenges 


1. Components 
The four main components of Element 9 are: 


• Establishing and utilizing a contract performance monitoring system. 


• Arranging for appropriate preshipment compliance. 


• Managing provisions to protect goods during transit. 


• Managing supplier payments. 


The purchaser is responsible for these components, while the supplier is responsible for 
producing and delivering RH commodities in compliance with the contract requirements. 


2. Considerations 
The main considerations for Element 9 are: 


a. Overarching Principles of Quality and Timeliness 


• Performance monitoring, including preshipment compliance, helps provide evidence 
of product quality prior to shipment and payment. 


• Performance monitoring identifies supplier problems at an early stage, allowing the 
purchaser an opportunity to mitigate impact to the RH program. 


• Appropriate transport provisions can protect the product during shipment. 


• Effectively managing payments can promote supplier performance. 


b. Critical Component: Supplier’s Production of Good-Quality Reproductive 
Health Commodities 


• If the supplier encounters production problems that delay delivery, or produces a 
commodity that does not meet specifications, implementation of the RH program 
can be jeopardized.  
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c. Required Input From Other Elements 


• Product specifications, as determined in Element 2. 


• Delivery requirements and appropriate terms and conditions from the bidding 
documents (Element 6) and the contract (Element 8). 


d. Key Decision Points 


• The extent to which contract performance monitoring should be conducted. 


• The level of preshipment compliance to use. 


e. Expected Outputs 


• Contract performance monitoring scorecard. 


• Improved supplier performance. 


• On-time delivery of good-quality RH commodities per the contract requirements. 


3. Challenges  
The main challenges inherent in Element 9 are: 


• Eliciting supplier commitment to take contract compliance and monitoring 
seriously. 


• Proactive implementation of contract performance monitoring by the purchaser, 
including selecting the correct key measures, obtaining the required data, and 


properly using the data to improve supplier performance. 
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D. Contract Performance Monitoring 


The key objectives of a contract performance monitoring system are to: 


• Ensure that all technical specifications and contract requirements are met. 


• Identify performance problems early and correct them. 


• Provide information on a supplier’s performance when considering the supplier for 
future contracts. 


By establishing a monitoring system to achieve these objectives, the purchaser strengthens 
its ability to successfully support the program for which the commodities have been 
ordered. Setting up and properly implementing an effective performance monitoring system, 
however, requires a commitment of both time and resources.  


The basic components of a performance monitoring system include: 


• Formal procurement records and key performance indicators. 


• Supplier commitment to meet the contractual requirements that form the basis for 
the performance indicators. 


• Procedures for addressing performance problems and contract disputes. 


• Preshipment compliance plan. 


• Procedures for monitoring commodity transport. 


Each of these components is discussed in the following sections. 


The extent to which performance monitoring systems are used is determined by the 
purchaser on the basis of risk-management and cost-benefit assessments. For example, 
when the commodity being purchased has a high relative expenditure cost and the supply is 
difficult to secure, then the priority would be to establish a robust contract performance 
monitoring system to manage the risk associated with the procurement. Most health care 
commodities are of high value and the risks associated with poor-quality products 
necessitate using a robust performance monitoring system. 


Regardless of the value of the procurement, it is always important to ensure that the 
product meets basic requirements. For RH commodities, where the overall risk to health 
and program implementation from poor-quality products is high, the purchaser should 
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establish and implement a thorough contract performance monitoring system to help 
manage the risk.  


The following discussion on development of a contract monitoring system assumes a high-
value procurement of a limited-supply RH commodity. 


1. Developing a Contract Performance Monitoring 
System—Supplier Scorecard 


The key components required to develop a contract performance monitoring system are: 


• Formal procurement records. 


• Key performance indicators. 


a. Formal Procurement Records 


The formal procurement record is a set of files containing all the critical documents and 
information pertinent to the procurement contract. It is from the procurement record that 
the purchaser draws relevant information (such as product technical specifications, delivery 
quantities, and schedules) that is used to develop a contract performance monitoring 
system.  


The key activities in establishing a formal procurement record are:    


Setting up a separate set of procurement files for each procurement 
Each contract should have its own procurement record files. This allows for easier access to 
information critical to the contract. 


Including all pertinent documents and information 
For the procurement record files to be of value, they should include all of the key 
documents, approvals, and information relevant to the procurement transaction. See Exhibit 
9-1 in Section H.1 for a list of documents and information that can be included in 
procurement record files, and Supplementary Topics, Section J: Recordkeeping, for more 
information. 


Retaining procurement records for a required length of time 
The purchase contract is a legal document identifying the contractual rights and obligations 
of each party to the contract. The contract and procurement record files should be kept for 
the period of time required by national regulations and organizational requirements. 
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Formal procurement record files serve three useful purposes: 


• The procurement record provides essential supporting evidence in the event that it 
becomes necessary to take legal action against the supplier. 


• The procurement record helps to provide a full audit trail.  


• The information contained in the procurement record can be used to help evaluate 
a supplier’s past performance and if additional opportunities to conduct business 
with the supplier should be considered. 


b. Key Performance Indicators 


Key performance indicators are used to track and evaluate the supplier’s performance in 
complying with the contract requirements. For performance indicators to be effective, they 
need to be SMART: 


• Specific 


• Measurable 


• Attainable 


• Relevant 


• Time based 


A range of performance indicators can be developed to monitor a supplier’s performance, 
and the exact indicators used will vary according to the commodity, the level of risk 
associated with contract failure by the supplier, and the value of the procurement. The 
specific information needed to develop performance indicators is drawn from the 
procurement record files discussed above. For most high-value RH commodity 
procurements, performance indicators should be developed that track compliance with the 
following categories:   


• Technical specifications. 


• Timeliness of deliveries. 


• Labeling and packaging requirements. 


• Shelf-life requirements. 


• Contract terms and conditions. 
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See Exhibit 9-2 in Section H.1 for a sample performance monitoring checklist that includes a 
list of performance indicators for the general performance categories listed above, and 
Exhibit 9-3 for an example supplier performance scorecard. 


2. Engaging Supplier Commitment to Support 
Performance Monitoring 


For performance monitoring systems to operate effectively, the supplier must be notified 
that its contractual performance is being monitored and agree to provide key information to 
the purchaser. Ideally, the purchaser has engaged the supplier in a discussion on 
performance monitoring prior to contract signature.1 In this discussion, the purchaser 
should share information on the key performance indicators being proposed and allow the 
supplier to contribute to the development of these indicators prior to inclusion in the 
contract. Allowing supplier participation in defining performance evaluation criteria can 
strengthen the working relationship with the supplier, and it can build supplier commitment 
to support the monitoring system by providing early notification of potential performance 
problems.  


3. Addressing Performance Problems 
If a performance problem is identified, it is in the purchaser’s interest to take prompt action, 
since early intervention can often prevent a problem from becoming worse and developing 
into a legal dispute or jeopardizing the project. 


The purchaser should take the following steps when a performance problem has been 
identified: 


• Review the procurement record files to identify each party’s rights and 
obligations. The contract will identify the remedial rights available to the purchaser and 
the responsibilities of the supplier. Before contacting the supplier, the purchaser should 
be clearly aware of the applicable contract conditions that allow for corrective measures 
to be taken under the contract. The purchaser should also review the conditions causing 
the problem and be sure that the purchaser has not contributed to the problem in any 
significant way.  


 
1 See Module 8 for additional information on securing supplier commitment to performance monitoring.  
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• Formally notify the supplier that performance is not in compliance with 
contract requirements. This notification should be in writing and should include 
the following information: 


– Identification of the problem: The problem should be clearly 
identified so there is no possibility of misunderstanding the situation on 
the supplier’s part. 


– Identification of the corrective actions to be taken: The purchaser 
should ensure that any corrective action requested is within the bounds 
of its remedial rights under the contract. If necessary, the purchaser 
should seek legal advice to review the corrective action request. 


– Identification of the time frame allowed to the supplier to address 
corrective action: The purchaser should provide the supplier with a 
specific time frame for the supplier to investigate and provide its 
recommended remedy to correct the problem. 


– Identification of the consequences of failure to correct the 
performance problem: The purchaser should notify the supplier of the 
specific financial or contractual consequences of not addressing and 
correcting the performance issue. 


A copy of the notification should be placed in the procurement record. 


4. Contract Disputes 
If the supplier does not accept the purchaser’s request for corrective action, a contract 
dispute between the parties may result. Contract disputes can arise between the purchaser 
and seller for several reasons, including:  


• Differing interpretations of technical specifications and requirements. 


• Differing interpretations of contract terms and conditions. 


• Impact of unplanned events. 


If a dispute should arise, the purchaser should refer back to the contract provisions to 
identify the dispute resolution measures that are specified.  


If alternative dispute resolution procedures are available, they should be considered, as they 
can provide a way to resolve disputes without incurring the expense of lawyers and courts. 
Alternative dispute resolution procedures include: 
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• Negotiation. 


• Mediation. 


• Expert appraisal/determination. 


• Arbitration. 


Dispute resolution procedures should be detailed in the contract with both parties’ 
agreement. The dispute resolution options should be listed in order of precedence, and the 
least severe and least costly method should be attempted first, before resorting to more 
severe methods.   


Any dispute, regardless of the method used to resolve it, takes time and incurs additional 
expense. As a matter of general practice, the purchaser is best advised to take practical 
measures during the contract preparation and monitoring process that can help to reduce 
the chances of a dispute. These measures include: 


• Stating contractual requirements clearly (e.g., specifications, delivery dates, etc.). 


• Using plain and clear language in all contract documents. 


• Addressing problems as soon as they arise, before they escalate. 


• Not allowing a pattern of supplier defaults to develop. 


• Maintaining a good working relationship with the supplier. 


For successful contract management, both the purchaser and the supplier must recognize 
that each has a major role to play in ensuring the successful performance of the contract. In 
addition to assessing the supplier’s performance, there should be a mechanism in place to 
allow the supplier to assess the purchaser’s performance in such areas as timely payments, 
equitable contract terms, etc.  
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E. Preshipment Compliance 


One of the key activities available to the purchaser for monitoring a supplier’s performance, 
particularly regarding the commodity’s compliance with technical and quality assurance 
requirements, is the right to conduct preshipment inspection or testing of the commodity, 
also known as preshipment compliance. The purchaser reserves the right to conduct 
preshipment compliance by including the requirement in the bidding documents and the 
contract issued to the supplier.  


It is often in the purchaser’s best interest to have commodities inspected or tested before 
shipment. For imported commodities, identifying and resolving product problems prior to 
shipment (instead of identifying them upon arrival in-country) minimizes the impact on the 
delivery schedule and the program and saves shipping costs and time. 


Some countries have established mandatory preshipment compliance requirements for 
goods, based either on the type of good or the value of the shipment. In most cases, the 
purchaser decides on the type or level of preshipment compliance that should be conducted 
for each product. At minimum, Level I document review should be conducted for all 
purchases.  


The three basic levels of preshipment compliance are: 


• Level I—Preshipment Document Review. 


• Level II—Visual Inspection of Product. 


• Level III—Laboratory or Physical Testing of Product. 


1. Level I—Preshipment Document Review 
At this level of preshipment inspection, the supplier submits the documents identified in the 
contract to the purchaser to review prior to shipment. These documents usually include: 


• Certificate of Analysis for each manufacturing lot (batch) in the shipment. This 
could be the “Batch Certificate of a Pharmaceutical Product” used in accordance 
with the World Health Organization (WHO) Certification Scheme on the Quality 
of Pharmaceutical Products Moving in International Commerce.2 


• Packing list (identifies the quantity of goods in the shipment). 


                                                 
2 See http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/guidelines/en/index.html for 
additional information on the WHO Certification Scheme. 



http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/guidelines/%0Ben/index.html
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• Commercial invoice (identifies the value of the shipment). 


• Certificate of Origin (identifies the country of manufacture). 


• Other documents as requested by the purchaser. 


The purchaser arranges for personnel with appropriate technical expertise to review the 
submitted documents to confirm that the required product tests were performed by the 
supplier during product manufacture and the reported test results meet the standards.3  


2. Level II—Visual Inspection of Product 
For visual inspection, the purchaser contracts a professional, independent inspection 
company to randomly select and visually inspect product samples to confirm that the 
following features comply with contract requirements: 


• Product labeling. 


• Product packaging. 


• Shipping container markings. 


• Product quantity. 


Visual inspection will also reveal any signs of: 


• Product damage or deterioration.  


• Package damage.  


• Poor workmanship.  


The purchaser must provide specific instructions to the inspection company on how the 
inspection should be conducted. This is often done in the form of an inspection order. See 
Exhibit 9-4 in Section H.1 for a sample inspection order. 


If visual inspection identifies any defects, the inspection company should assess and 
document the problem, including preparing a report that can be used to support the filing of 
a claim against the supplier if warranted. The purchaser’s decision to accept or reject a 
shipment is based on comparing the inspection results to the product specifications 
(labeling, packaging, etc.) identified in the contract.4 


 
3 From Ensuring the Quality of Medicines in Resource-Limited Countries: An Operational Guide (United States Pharmacopeia 
Drug Quality and Information Program and collaborators, 2007). 
4 See Module 2 for additional information on visual inspection guidelines. 
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3. Level III—Laboratory or Physical Testing of Product 
Conducting laboratory or physical testing of a product is done on a selective basis. Since 
testing can be expensive and time consuming, it is usually reserved for products that meet 
the following criteria: 


• Are from new or questionable suppliers. 


• Have been the source of previous complaints. 


• Are produced by manufacturers that do not have current good manufacturing 
practice certification. 


The types of tests to be performed will depend on the product and the reason for testing. 
For most contraceptives (oral contraceptives, intrauterine devices, injectables), visual 
inspection is usually sufficient unless the contraceptive falls into one of the exception criteria 
mentioned above. For condoms, however, Level III physical testing is recommended 
according to indexed sampling plans per ISO 2859-1. 


a. Note of Caution on Condom Preshipment Testing 


For condoms, WHO recommends that independent lot-by-lot compliance testing indexed 
by acceptable quality limit (AQL) of the finished product be undertaken using an appropriate 
sampling plan from ISO 2859-1, before the condoms are accepted for shipment to the 
purchaser. This is due to the fact that liquid latex, the primary component of condoms, is a 
natural product whose properties vary from batch to batch depending on the weather, 
season, and soil quality. This variation in latex results in different performance 
characteristics for condoms on a lot-by-lot basis.   


The condom tests recommended by WHO are identified in The Male Latex Condom: 
Specification and Guidelines for Condom Procurement.5 These tests include: 


• Airburst. 


• Water leakage. 


• Dimension (width, length, and thickness). 


• Package integrity. 


 
5 First published by WHO in 1989, The Male Latex Condom: Specification and Guidelines for Condom Procurement has been 
periodically updated to provide the latest information both on the capability of the condom industry to manufacture 
high-quality male latex condoms and on the quality assurance procedures that must be followed to manufacture, 
procure, and promote condoms. 
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The purchaser contracts with an independent, qualified testing laboratory to conduct the 
required tests. The purchaser’s decision to accept or reject a lot is based on comparing the 
test results to the AQL test requirements identified in the condom specifications. If the 
condom lot fails, the supplier is usually required to replace the lot. If the supplier disputes 
the test results, then, in many cases, another independent, qualified laboratory mutually 
agreed upon by both parties is called on to test the condoms, with the results of that test 
usually binding on both parties. A list of qualified condom testing laboratories is included in 
The Male Latex Condom: Specification and Guidelines for Condom Procurement. 


4. Determining the Level of Preshipment Compliance  
The purchaser must decide which of the three levels of preshipment compliance tests to 
perform.  


To make this determination, the purchaser must assess each situation, evaluating the 
performance history of the supplier and the level of risk associated with not conducting 
appropriate preshipment compliance. The primary risk is that the product quality or 
quantity may not comply with the contract requirements. While the purchaser still has 
remedial measures through contract clauses to address noncompliance, the ultimate loss is 
on the purchaser in terms of delay or nonimplementation of the program. 


For RH commodities, it is recommended that the purchaser require Level 1 (preshipment 
document review) and Level II (visual inspection) compliance as a starting point. As suppliers 
establish a track record of problem-free commodity shipments, the purchaser can reserve 
the right to waive the requirement for Level II preshipment visual inspection for every 
shipment, and revert to occasional visual inspections performed on a random basis to 
confirm continued compliance. Level III preshipment compliance is conducted on a selective 
basis under the special conditions discussed above. 


It should be noted that preshipment inspection or testing does not release the supplier from 
obligations under the contract to replace or compensate for any product found to be 
nonconforming to the product’s technical specifications. 
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F. Monitoring Commodity Transport 


There are four key issues the purchaser must monitor regarding transport of commodities: 


• Proper packaging for expected transit conditions. 


• Compliance with shipping instructions. 


• Compliance with the delivery schedule. 


• Proper shipment mode for commodities with special transport requirements. 


1. Commodity Packaging 
Commodities must be packaged in a way that protects them from potential damage that can 
be caused by the shipping and handling conditions they are subject to during transport. Inner 
package and outer packaging requirements to address this risk are included in the technical 
specifications that the purchaser incorporates into the bidding documents and the contract. 
The purchaser can monitor compliance with packaging requirements through Level II 
preshipment visual inspection. 


2. Shipping Instructions 
Clear shipping instructions ensure that the supplier properly loads and marks the shipping 
containers. They also identify the specific documentation required for the shipping 
destination, which helps to prevent delays and customs clearance problems. To help ensure 


that the supplier complies with shipping requirements, the purchaser should send a copy of 
the shipping and marking instructions to the supplier at least 30 days prior to shipment. 
These shipping and marking instructions are taken directly from the contract. They are 
intended for the supplier’s warehouse and shipping personnel, who may not have access to 
the contract documents. See Exhibit 9-5 in Section H.1 for a sample preshipment instruction 
form for ocean freight shipments.    


3. Delivery Schedule 
The delivery schedule established between purchaser and seller is designed to support the 
program objectives of receiving the correct amount of product at the correct time, having 
factored in existing stock levels, rate of consumption, available storage, etc. Monitoring the 
supplier’s compliance with the contract delivery schedule has been discussed in Section D of 
this module.  
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4. Special Transport Requirements 
Some commodities require special shipping conditions to ensure that product integrity is 
maintained throughout transit to the final destination. For example, some injectable 
contraceptives should be protected from freezing. 


Most RH commodities do not require special storage conditions during transit. The shipping 
instructions and package markings should, however, contain basic requirements, such as 
“keep dry” and “protect from exposure to water and extreme heat and extreme cold.”   


5. Authorization for Shipment 
Once a product has passed the visual inspection or testing requirements, and all other 
requirements are in place (including shipping instructions to the seller), the buyer will issue 
an Authorization for Shipment, which provides the supplier with written approval to 
proceed to ship the commodity according to contract requirements. See Exhibit 9-6 in 
Section H.1 for a sample Authorization for Shipment form.    
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G. Payment Management 


Proper management of contract payments allows the purchaser to exert a certain measure 
of control in enforcing contract requirements and can help promote a good working 
relationship with the supplier. 


1. Enforcing Contract Requirements 
As discussed in Module 8, proper management of contractor payment can help the 
purchaser enforce contract conditions. For example, through a letter of credit (L/C), the 
purchaser is able to: 


• Enforce quality requirements by requiring the supplier to present documents to the 
paying bank that provide evidence of successful product inspection and testing. 


• Enforce shipping dates, documentation, notification, and marking requirements by 
requiring evidence of compliance. 


The purchaser’s leverage under an L/C comes from the fact that if the supplier does not 
comply with the L/C requirements, the bank will not release the contract payment. 


Other methods of payment may be used depending on the value of the transaction and the 
working relationship established between the purchaser and seller. However, prepayment of 
the full amount of the contractual obligation to the seller is not recommended, as it 
minimizes the leverage the purchaser has with the supplier. 


2. Promoting a Good Working Relationship 
There are several means by which a purchaser can help promote a good working 
relationship with a supplier. These include open communication, reasonable and appropriate 
contract performance requirements, and equitable negotiations when required. From the 
supplier’s perspective, one of the paramount concerns is being paid on time once a payment 
milestone has been completed.  


During commodity production, the supplier is expending funds to pay for raw materials, 
labor, overhead, and other associated costs. Significant expenditures are often required to 
support production, and if the contract is on a credit basis (e.g., L/C), it is important that the 
supplier receive payment upon completion of the designated contract payment milestone 
(such as product delivery) to avoid possible cash flow problems. Prompt and full payment of 
supplier invoices when the deliverable requirements have been satisfactorily met is one of 
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the key indicators by which a supplier measures a purchaser’s performance, and reliable 
purchaser performance in this area can help to establish a sound and professional working 
relationship between purchaser and supplier. 


Once the commodity has passed preshipment compliance requirements and is released for 
shipment to the port of destination, the purchaser assumes responsibility for making 
arrangements to have the shipment cleared through customs and delivered to the first point 
of storage, usually a central ministry warehouse. This activity is discussed in Module 10. 
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H. Reference Material 


1. Checklists and Forms 
Exhibit 9-1 


Establishing Formal Procurement Record Files 


 
Establishing Formal Procurement Record Files 


 
It is important to establish a separate formal procurement record for each procurement 
transaction. The contents of each procurement record will vary according to the value of the 
procurement, the type of commodity, and the contract requirements. The following list 
illustrates the range of documents and information that might be required for a high-value 
procurement transaction:  


• Signed procurement requisition 
• Summary description of the procurement process 
• Technical specifications 
• Cost estimates/budget 
• Official approvals 
• Prequalification documents 
• Bidding/Request for Quotation documents  
• Record of any modifications to Request for Quotation documents 
• Bidder’s list, supplier’s list 
• Record of advertisements, including dates and entries 
• Meeting minutes, including dates, participants, and actions 
• Correspondence, dated and signed 
• Proposals from suppliers 
• Bid/quote evaluation report 
• Copy of performance security 
• Confirmation of performance security from commercial issuing bank 
• Conditional or unconditional award letter 
• Contract (signed) 
• Schedule for planning and monitoring procurement steps 
• Protocols for inspection and testing 
• Inspection and test reports, dated and signed 
• Shipping and marking instructions 
• Copy of shipping documents 
• Receiving report 
• Copy of inspection report 
• Copies of all payment authorizations 
• Monitoring form for supplier performance 
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Exhibit 9-2 


Sample Performance Monitoring Checklist 


Monitoring 
Indicator # Compliant # Noncompliant Percent 


Compliant Information/Comments 


Supplier Deliveries 
 
Shipments 
delivered on time 
in compliance with 
contract delivery 
requirements. 
 


    


Adherence to Delivery Instructions 
 
Shipments arrived 
at port stipulated in 
contract. 
 


    


 
Correct quantity 
delivered per the 
contract. 
 


    


 
Shipments arrived 
under proper 
shipping 
conditions 
(shipped under 
proper 
temperature 
conditions if 
required). 
 


    


Provision of Documents 
 
Supplier provided 
advance copies of 
documents 
according to 
contract terms. 
 


    


 
Shipments arrived 
with all required 
documents 
correctly and 
completely filled 
out and signed. 
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Monitoring 
Indicator # Compliant # Noncompliant Percent 


Compliant Information/Comments 


Packing and Labeling 
 
Supplier shipped 
correct package 
size. 
 


    


 
Shipments with 
primary packages 
labeled correctly. 
 


    


 
Shipments with 
shipping cartons 
labeled correctly. 
 


    


Packaging Materials 
 
Shipments with 
external packaging 
sufficiently rugged 
to ensure arrival 
in-country in good 
condition. 
 


    


Technical Specifications 
 
Products meet all 
specification 
requirements. 
 


    


 
Products pass 
visual inspection. 
 


    


 
Products pass 
quality assurance 
testing. 
 


    


 
Shipments with 
requested quality 
assurance 
documentation, 
such as Certificate 
of Analysis. 
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Monitoring 
Indicator # Compliant # Noncompliant Percent 


Compliant Information/Comments 


Product Shelf Life 
 
Products shipped 
with a shelf life 
greater than or 
equal to that called 
for in the contract. 
 


    


Compliance With Contract Financial Terms 
 
Invoices that 
comply with 
contract pricing 
terms. 
 


    


 
Shipments 
correctly insured 
and shipped 
according to 
INCOTERMS 
stated in the 
contract. 
 


    


 







 


Exhibit 9-3 


Example Supplier Performance Scorecard 
Supplier Name: ______________________ 
Contract Number: ____________________ 
Month: ________________ 


DELIVERY Numerator Denominator Score (%) 
  # of on-time shipments Total shipments   


1.  Percentage of shipments delivered on time 88 100 88.0% 
  # of full shipments Total shipments   


2.  Percentage of shipments fully delivered 88 100 88.0% 


  
# with adequate 


documents Total shipments   
3.  Percentage of shipments with adequate 
documents received on time 95 100 95.0% 
QUALITY       


  
# of products with correct 
package size and quantity Total # of products   


4.  Percentage of products with correct package 
size and quantity 192 200 96.0% 


  # of products undamaged Total # of products   
5.  Percentage of products received undamaged 
due to adequate packaging 194 200 97.0% 


  # of products passed Total # of products   
6.  Percentage of products that passed quality 
control testing 198 200 99.0% 


  
# of products in 


compliance Total # of products   
7.  Percentage of products that comply with 
shelf-life requirements 188 200 94.0% 
CUSTOMER SERVICE       


  # of correct invoices Total # of invoices   
8.  Percentage of invoices that comply with 
contract pricing and terms 97 100 97.0% 
SUPPLIER RATING 94.25% 
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Exhibit 9-4 


Sample Inspection Order for Condoms 


Condom Inspection Order 
 
To:  [insert name of inspection agent/company] 
Date:  
Contract Number:  
Vendor:  
Consignee:   
 
Inspect packing and markings for compliance with Section ________ of the attached 
Technical Specifications. 
 
Inspection shall be conducted in accordance with ISO 2859-1, Inspection by Attributes. 
 
Inspection level shall be S-3 with an acceptable quality limit of 2.5%: 


• For exterior shipping cartons, the lot size shall be the number of exterior shipping 
cartons, and the sample unit shall be one exterior shipping carton. 


• For other levels of packing, the lot size shall be the number of inner boxes, and the 
sample unit shall be one inner box. 


 
1. Inspect and score for defects as follows: 
 Defects* 
Contents Quantity of goods not as specified; packets or strips not as specified 
Markings Omitted; incorrect; illegible; of an improper size, location, sequence, or 


method of application 
Materials Packaging/packing materials not as specified, missing, damaged, or not 


serviceable 
Workmanship Shipping cartons inadequately closed and secured; poor application of 


internal packaging and packing material; distorted inner boxes 


* Examination of defects of closure shall be performed on units fully prepared for delivery. 
 
a. Exterior shipping cartons selected at random from lot proposed for delivery. 
 
b. Inner boxes selected at random from sample shipping cartons. 
 
2. Examine documentation: 


Refer to attached shipping instructions and confirm all documents listed are complete. 
 
Confirm that values appearing on Certificates of Analysis for the lot(s) prepared for 
shipment are within the range mentioned in the product’s national regulatory authority 
dossier and/or specified in the relevant pharmacopoeia per the procurement 
specification. 
 
3. Provide a written report for approval by the Government of Dharma [fictitious name] 
on packing and markings and documentation prior to release of a clean bill of goods. 
 
4. Unless otherwise specified in writing, the inspection agent is not authorized to sign 
the “Authorization for Shipment” form. 
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Exhibit 9-5 


Sample Preshipping and Marking Instructions 


 
 


Sample Preshipping and Marking Instructions  


 
To: _____________________________ [Insert supplier’s name] 
Contract No.: ____________ 
For Shipment(s) to Consignee/Purchaser:   


[Insert consignee’s name] 


 
Prior to Shipment of Commodities: 
1. Contact _______________________________ [insert name and address of 


contracted inspection agent/company]. 
 
Upon Receipt of Authorization for Shipment: 
2. Assemble packed, marked, inspected, and approved unit packages on a pallet 


base selected to best utilize the space of a standard [insert size]-meter ([insert 
size]-foot) shipping container. Secure load tightly and firmly, without an 
overhang, using horizontal and vertical strapping. Plastic shrink wrap may be 
used to stabilize and protect palletized loads. 


 
3. Arrange for a sufficient number of standard [insert size]-meter ([insert size]-foot) 


containers to accommodate shipment. Goods may not be consolidated with 
other freight. 


 
4. Prior to loading, shipping containers must be inspected for cleanliness, safety 


(free from splinters, snags, dents, or bulges), security (door gaskets, seals, 
hardware, fittings, etc.), watertight integrity, and overall container seaworthy 
condition. Contents shall be verified and containers sealed in the presence of 
an insurance surveyor. A written surveyor’s report attesting to the above 
conditions is required. 


 
5. Load containers to the optimum degree possible without damage to the 


shipping cartons. Fill all voids by bracing or using fillers to prevent sliding or 
shifting of cargo. Provide plastic or water-resistant shrouds over the top and 
sides of the load to protect against damage from condensation that may 
accumulate on interior container surfaces. 


 
6. Ship in standard [insert size]-meter ([insert size]-foot) containers via ocean 


freight on a flag vessel of _______________ [insert country, if applicable] to 
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_______________ [insert name and address of consignee, including city and 
country]. 


 
7. Commodities must be insured for 110 percent of their total CIF value, covering 


all risks from warehouse to port of unloading. 
 
8. Do not ship freight “collect.” Freight must always be “prepaid.” 
 
9. Documentation requirements are as follows: 
• Commercial invoice 
• Packing list 
• Bill of lading 
• Certificate of Origin 
• Insurance certificate 
• Certificate of Analysis 
• Clean Report of Findings 
• Insurance surveyor’s report 
 
10. Commercial invoice must state: 
• Name and address of supplier/shipper 
• Name and address of consignee 
• Invoice number 
• Date of invoice 
• Letter of credit number 
• Contract number 
• Place and date of shipment 
• Number of shipping cartons 
• Weight of each shipping carton 
• Number of pallets; number of shipping cartons per pallet 
• Number of containers; number of pallets per container 
• Lot number(s) and quantities shipped 
• Complete description of product, including expiry date 
• Unit price of product 
• Total FOB value of shipment 
• Freight and insurance charges 
• Total CIF value of shipment 
• Gross weight of shipment 
• Country of origin 
 
Marks: _____________________________________ [insert] 
Port of Destination: ___________________________ [insert] 
Notify Consignee upon Arrival at _______________ [insert telephone number] 
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11. Bill of lading must include container number(s), contract number, letter of credit 
number, and country of origin, in addition to standard bill of lading information 
requirements. 


 
12. Send to ___________________ [insert consignee’s name] via special courier 


two sets of the following shipping documents (copies are acceptable where 
originals are required by bank for payment under letter of credit): 


• Signed commercial invoice 
• Packing list 
• Bill of lading 
• Certificate of Origin 
• Insurance certificate 
• Certificate of Analysis 
• Clean Report of Findings 
• Insurance surveyor’s report 
 
13. At least seven (7) days in advance of shipment, advise 


__________________ [insert consignee’s name] via fax or email of: 
• Contract number 
• Vessel’s name and voyage number 
• Booking number 
• Container number(s) 
• Estimated departure date and estimated date and time of arrival at 


_____________________ [insert port of destination] 
• Bill of lading number 
• Quantity of product shipped 
• Number of shipping cartons 
• Number of containers 
• Weight and total value of shipment 
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Exhibit 9-6 


Sample Authorization for Shipment Form 


Authorization for Shipment 
 
Attn: _______________ [supplier’s name] 
 
Ref:  Contract Number ________________ 


Letter of Credit Number ___________ 
 


Authorization for Shipment 
 
Re: _________________________________________  
       [description of goods] 
 
 
Preshipment inspection and test data have been received and approved by: 
____________________________________________ [purchaser] 
 
Signature 
 
 
Signature of this document by the authorized representative indicates that 
the commodity conforms to Contract Number _________ and is released for 
shipment. 
 
This certificate does not release supplier from compliance with warranties 
and other conditions included in this contract. 
 
______________________________________ 
Authorized Representative 
 
 
_______________________ 
Date 
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2. Documents 
World Health Organization (WHO). Requirements for the Quality Assurance of Hormonal 
Contraceptives. Geneva: WHO; 1995. Available at: http://www.who.int/reproductivehealth 
/publications/family_planning/HRP_ITT_95_1/en/.  


Good Laboratory Practices in Governmental Drug Control Laboratories. In: WHO Expert 
Committee on Specifications for Pharmaceutical Preparations. Thirtieth Report. WHO Technical 
Report Series No. 748. Geneva: World Health Organization; 1987:20–39.  


United States Pharmacopeia Drug Quality and Information Program and collaborators. 
Ensuring the Quality of Medicines in Resource-Limited Countries: An Operational Guide. Rockville, 
MD: The United States Pharmacopeial Convention; 2007. Available at: http://www.usp.org/ 
worldwide/dqi/resources/technicalReports. 


3. Websites 
a. Performance Monitoring and Indicators 


Managing and Monitoring Suppliers’ Performance: Better Purchasing Guide 
(Queensland Government Department of Public Works, 2000) provides 
information about simple, practical tools for developing supplier performance monitoring 
strategies. 


http://www.qgm.qld.gov.au/00_downloads/bpg_monitoring.pdf 


b. Contract Management 


Contract Management (United Kingdom Office of Government Commerce) 
outlines key considerations in effective contract management. 


http://www.ogc.gov.uk/documents/Policy_principles_-_Contract_Management.pdf  


Scottish Public Procurement Toolkit (Scottish Government, 2006) is an online 
source of information regarding procurement and contract management. It offers guidance 
on procedures and processes, together with templates, and recommends further guidance 
on particular topics. 


http://www.scotland.gov.uk/Publications/2006/11/16102303/0#a10  



http://www.who.int/reproductivehealth%0B/publications/family_planning/HRP_ITT_95_1/en/

http://www.who.int/reproductivehealth%0B/publications/family_planning/HRP_ITT_95_1/en/

http://www.usp.org/%0Bworldwide/dqi/resources/technicalReports

http://www.usp.org/%0Bworldwide/dqi/resources/technicalReports

http://www.qgm.qld.gov.au/00_downloads/%0Bbpg_monitoring.pdf

http://www.ogc.gov.uk/documents/Policy_principles_-_Contract_Management.pdf

http://www.scotland.gov.uk/Publications/2006/�11/16102303/0#a10
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c. Condom Testing Requirements 


The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/United Nations Population Fund [UNFPA]/Joint United Nations 
Programme on HIV/AIDS [UNAIDS], 2003)   
This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of quality assurance for condoms 
consistent with high-volume purchases, the needs of different populations, harsh 
environmental conditions, and the probability of less-than-ideal storage conditions. It 
recommends the prequalification of primary manufacturers and lot-by-lot compliance testing 
prior to shipping condoms from the country of manufacture. The document also provides a 
list of manufacturers and testing laboratories for informational purposes only. Appearance on 
this list does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


d. Contracting for Services 


The World Bank website contains many useful standard, sample, and trial documents for use 
by borrowers and their implementing agencies in the procurement of goods, works, and 
consulting services. 


World Bank Standard Bidding Document: Procurement of Non-Consultant Services 
(Revised April 2007) 


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:21305355~isCURL:Y~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266,00
.html 


World Bank Standard Request for Proposals: Selection of Consultants (Revised 
March 2002)  


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD


K:20061915~isCURL:Y~pagePK:84269~piPK:60001558~theSitePK:84266,00.html  



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/
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I. Learning Evaluation 


1. What are the key objectives of a contract performance monitoring system? 


2. What are the key components required to develop a contract performance monitoring 
system?  


3. What are the key activities in establishing formal procurement record files? 


4. What are some benefits of establishing formal procurement record files? 


5. What four features should a performance indicator have for it to be considered 
effective? 


6. Identify the six common categories for which performance indicators are used to 
evaluate a supplier’s performance. 


7. What actions should a purchaser take when a supplier performance problem has been 
identified? 


8. What alternative dispute resolution procedures can a purchaser consider when 
resolving a dispute with a supplier? 


9. What are the three basic levels of preshipment compliance a purchaser can use? 


10. For a Level II preshipment visual inspection of product, what product features are 
inspected to confirm compliance with contract requirements?  


11. What are the criteria under which a purchaser should consider conducting a Level III 
preshipment compliance review? 


12. For which contraceptive product does WHO recommend each lot be tested and why? 


13. What are four key issues a purchaser should monitor on commodity transport?  


14. What are the benefits to the purchaser of properly managing payments to the supplier? 
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Learning Evaluation Answers 
1. The key objectives of a contract performance monitoring system are to: 


• Ensure that all technical specifications and contract requirements are met. 


• Identify performance problems early and correct them. 


• Provide information on a supplier’s performance when considering the supplier 
for future contracts. 


See Section D. 


2. The basic components of a performance monitoring system include: 


• Formal procurement records and key performance indicators. 


• Supplier commitment to meet the contractual requirements that form the basis 
for the performance indicators. 


• Procedures for addressing performance problems and contract disputes. 


• Preshipment compliance plan. 


• Procedures for monitoring commodity transport. 


See Section D. 


3. The key activities in establishing formal procurement record files are: 


• Setting up a separate set of procurement files for each procurement. 


• Including all pertinent documents and information. 


• Retaining procurement records for a required length of time. 


See Section D.1.a. 


4. The benefits of establishing formal procurement record files include:  


• The procurement record provides essential supporting evidence in the event 
that it becomes necessary to take legal action against the supplier. 


• The procurement record helps to provide a full audit trail. 
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• The information contained in the procurement record can be used to help 
evaluate a supplier’s past performance and if additional opportunities to 
conduct business with the supplier should be considered. 


See Section D.1.a. 


5. For performance indicators to be effective, they need to be SMART: 


• Specific 


• Measurable 


• Attainable 


• Relevant 


• Time based 


See Section D.1.b. 


6. For most high-value RH commodity procurements, performance indicators should be 
developed that track compliance with the following categories:   


• Technical specifications. 


• Timeliness of deliveries. 


• Labeling and packaging requirements. 


• Shelf-life requirements. 


• Contract terms and conditions. 


See Section D.1.b. 


7. The purchaser should take the following steps when a performance problem has been 
identified: 


• Review the procurement record files to identify each party’s rights and obligations.  


• Formally notify the supplier that performance is not in compliance with contract 
requirements. This notification should be in writing and should include the following 
information: 


– Identification of the problem. 


– Identification of the corrective actions to be taken. 
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– Identification of the time frame allowed to the supplier to address corrective 
action. 


– Identification of the consequences of failure to correct the performance 
problem. 


See Section D.3. 


8. Alternative dispute resolution procedures include: 


• Negotiation. 


• Mediation. 


• Expert appraisal/determination. 


• Arbitration. 


Dispute resolution procedures should be detailed in the contract. They should be listed 
in order of precedence, and the least severe and least costly method attempted before 
resorting to more severe methods. See Section D.4. 


9. The three basic levels of preshipment compliance are: 


• Level I—Preshipment Document Review. 


• Level II—Visual Inspection of Product. 


• Level III—Laboratory or Physical Testing of Product. 


See Section E. 


10. For visual inspection, the purchaser contracts a professional, independent inspection 
company to randomly select and visually inspect product samples to confirm that the 
following features comply with contract requirements: 


• Product labeling. 


• Product packaging. 


• Shipping container markings. 


• Product quantity. 


Visual inspection will also reveal any signs of: 


• Product damage or deterioration.  
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• Package damage.  


• Poor workmanship.  


See Section E.2. 


11. Conducting laboratory or physical testing of a product is done on a selective basis. Since 
testing can be expensive and time consuming, it is usually reserved for products that 
meet the following criteria: 


• Are from new or questionable suppliers. 


• Have been the source of previous complaints. 


• Are produced by manufacturers that do not have current good manufacturing 
practice certification. 


See Section E.3. 


12. WHO recommends that independent lot-by-lot compliance testing of the finished 
product be undertaken using an appropriate sampling plan from ISO 2859-1 before the 
condoms are accepted for shipment to the purchaser. This is due to the fact that liquid 
latex, the primary component of condoms, is a natural product whose properties vary 
from batch to batch depending on the weather, season, and soil quality. This variation in 
latex results in different performance characteristics for condoms on a lot-by-lot basis. 
See Section E.3.a. 


13. Key issues the purchaser must monitor regarding transport of commodities: 


• Proper packaging for expected transit conditions. 


• Compliance with shipping instructions. 


• Compliance with the delivery schedule. 


• Proper shipment mode for commodities with special transport requirements. 


See Section F. 


14. Prompt and full payment of supplier invoices when the deliverable requirements have 
been satisfactorily met is one of the key indicators by which a supplier measures a 
purchaser’s performance. Reliable purchaser performance in this area can help to 
establish a sound and professional working relationship between purchaser and supplier. 
See Section G.2. 
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J. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Percentage of contracts that have a current contract management file. 


2. Supplier performance, delivery, and quality are monitored and documented in a 
supplier scorecard system to evaluate performance.  


3. Key contract deliverables are specific, measurable, achievable, relevant, and time 
based.  


4. Policy guidance exists with criteria on when to implement the different levels of 
preshipment compliance (document review, inspection, and testing).  


5. When procuring condoms, the contract includes requirements for testing each lot 
in accordance with WHO recommendations.  


6. The purchaser’s dispute resolution policy allows for escalating resolution 
procedures. 


7. Percentage of supplier payments made within the payment period called for in the 
contract.  
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K. Glossary and Acronyms 


AQL Acceptable quality limit: The lowest allowable 
limit of quality in a lot.  


AIDS Acquired Immunodeficiency Syndrome. 


Batch Certificate of 
a Pharmaceutical 
Product 


A document issued for each batch by the 
manufacturer certifying the quality and expiry 
date of a specific batch of a product that has 
already been licensed in the importing country. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bill of lading A shipping document issued by a carrier (usually 
an ocean shipping line) to a shipper that provides 
a written receipt for the goods, describes the 
conditions by which transport is made, and 
includes a written commitment to deliver goods 
at a stated destination to the lawful holder of the 
bill of lading. 


Certificate of 
Analysis 


A document certifying quality and composition of 
goods. 


CIF Cost, insurance, and freight: Title and risk pass to 
buyer when delivered on board the ship by seller, 
which pays transportation and insurance costs to 
destination port. 
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Commercial invoice Document required by customs to determine the 
true value of imported goods for assessment of 
duties and taxes. 


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing A methodology of prescribed inspection and 
testing procedures applied to a product to 
ensure the product meets its defined 
specifications and/or performance requirements. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Consignee A term used in shipping to describe the party to 
which something is entrusted (e.g., the “ship-to” 
party). 


Consumption What individuals and households are able to 
utilize. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Contract 
performance 
monitoring 


Tracking system developed by the purchaser that 
uses monitoring system key performance 
indicators to monitor the supplier’s compliance 
with contract requirements. 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Current good 
manufacturing 
practice(s) 


Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 



http://www.businessdictionary.com/definition/document.html

http://www.businessdictionary.com/definition/required.html

http://www.businessdictionary.com/definition/customs.html

http://www.businessdictionary.com/definition/true-value.html

http://www.businessdictionary.com/definition/goods.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/duty.html

http://www.investorwords.com/5972/taxes.html
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Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Evaluation criteria Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


FOB Free on board: The seller fulfills its obligation 
when the goods pass over the ship’s rail at the 
named port of shipment. 


Formal 
procurement record 


File system established by the purchaser for each 
procurement transaction (contract). Contains all 
the critical documents and information that are 
pertinent to the transaction. 


HIV Human Immunodeficiency Virus. 


INCOTERMS Rules for interpretation of the most commonly 
used terms in foreign trade to describe how 
goods will be shipped, who is responsible for 
them at each stage of the process, and who pays 
which costs. Published by the International 
Chamber of Commerce. 


Injectable Injectable contraceptive. 


Inspection company Independent, professional organization with staff 
trained in random sampling and visual inspection 
procedures. Hired by the purchaser to visit the 
supplier and inspect a commodity prepared for 
shipment prior to shipment. 


ISO International Organization for Standardization: A 
nongovernmental organization that develops and 
publishes international standards. It is a network 
of the national standards institutes of 162 
countries. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
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money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and which has 
received entirely the same processing treatment. 


Lot (Batch) number A series of numbers or letters, or both, 
established to record production and control of 
a product. Unless otherwise specified, the lot 
number is the series of numbers or letters that 
identifies a single, uniform, and homogeneous 
quantity produced from one compounding 
formulation, in one manufacturing and 
production operation, and that has received 
entirely the same processing treatment. Lot size 
varies by product, product type, dosage form, 
and manufacturing process. 


Lot-by-lot Applicable to each manufacturing lot (batch). 


Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


National regulatory 
authority 


Same as drug regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Offer Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Packing list A schedule showing detailed packing information, 
including items and totals, number of units or 
items per box or crate, total number of boxes or 
crates with individual identification numbers 
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provided, shipping marks, total volume of the 
cargo, weights and dimensions per box or crate, 
etc. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Performance 
security 


A procurement term describing the financial 
instrument used to guarantee compensation to 
the buyer for inconvenience and expense if the 
seller does not perform (i.e., does not produce 
and ship the contracted goods or provide the 
contracted services within the stated period). 
The seller puts up its own funds, often through a 
bank or insurance company, to be held in reserve 
until the contract terms have been met. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Prequalification  
(of manufacturer/ 
supplier/bidder) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Preshipment 
compliance 


Process by which the purchaser confirms the 
acceptability for shipment of the supplier’s 
commodity prior to shipment. There are three 
basic levels of preshipment compliance a 
purchaser can institute, ranging from document 
review to visual inspection up to full laboratory 
or physical testing of the commodity. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Procurement 
requisition 


A document describing what is to be purchased 
and giving authority to do so. 


Quality assurance See Supplementary Topics, Section H: Product 
Quality Assurance. 







9 Contract Performance and Monitoring  
 


Procurement Capacity Toolkit 9-43 


 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Specification A definitive description of the commodity to be 
procured. 


Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNAIDS Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic.  


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
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health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Visual inspection A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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This glossary includes all terms and acronyms used throughout the Procurement Capacity 
Toolkit. Numbers and abbreviations in parentheses indicate the primary section in which 
each term is used. 


 
Agent (3, 4, 6,  
7, SG1, ST2) 


A supply term for an independent contractor 
authorized by a manufacturer to promote and 
sell the manufacturer’s products within a 
designated geographic area. Often, an agent will 
contract to represent several manufacturers of 
noncompeting products. 


AIDS (1–6, 9, AG3,  
SG, ST) 


Acquired Immunodeficiency Syndrome. 


Air waybill (10, ST) A shipping document issued by airlines and air 
freight carriers when cargo is loaded on board an 
aircraft. It contains a description of the 
commodity being shipped, shipping instructions, 
terms and conditions of the shipment, and 
applicable transportation charges. 


Applicant (ST) A legal term used in banking to describe the 
party guaranteeing funds for a commercial 
transaction using a letter of credit. Also known 
as the buyer.  


AQL (2, 6, 9, ST) Acceptable quality limit: The lowest allowable 
limit of quality in a lot. 


Award notification 
(8) 


A notification from the purchaser to the 
successful bidder recommended for a contract. 


                                            
1 SG = Summary Guide for Policymakers, Ministry Personnel, and Program Managers. 
2 ST = Supplementary Topics. 
3 AG = Procurement Assessment Guide.  
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Batch Certificate of 
a Pharmaceutical 
Product (6, 9, ST) 


A document issued for each batch by the 
manufacturer certifying the quality and expiry 
date of a specific batch of a product that has 
already been licensed in the importing country. 


BEC (7, AG, ST) Bid evaluation committee: A committee of 
ministry and program representatives, often 
including the Ministry of Finance, that oversees, 
guides, and approves key steps in the 
procurement process, including final selection. 
Also known as a bid review committee. 


Beneficiary (5–8, ST) A legal term used in banking to describe the 
party entitled to collect funds guaranteed by a 
commercial letter of credit upon presentation of 
stipulated documents (usually shipping and quality 
assurance documents). Also known as the seller. 


Bid (2–9, AG, SG, ST) A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bid Data Sheet  
(6, AG, ST) 


Term for the World Bank bidding document that 
modifies the Instructions to Bidders document by 
providing information specific to the bid. 


Bidder (2–9, AG,  
SG, ST) 


An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents 
(2–10, AG, SG, ST) 


The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bid security (6–8, AG, 
SG, ST) 


A financial instrument used to guarantee 
compensation to the prospective buyer for 
inconvenience and expense if a winning bidder 
rescinds its offer after the bid is closed and an 
award has been made to the bidder. Each bidder 
provides an amount stated in the bidding 
documents with its bid submission. 
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Bill of lading (6, 9,  
10, ST) 


A shipping document issued by a carrier (usually 
an ocean shipping line) to a shipper that provides 
a written receipt for the goods, describes the 
conditions by which transport is made, and 
includes a written commitment to deliver goods 
at a stated destination to the lawful holder of the 
bill of lading. 


BOC (7, AG, SG) Bid opening committee: Committee of a 
minimum of three members that administers and 
oversees the opening of sealed bids. 


Brand/Brand name 
(1, 2, 4, 6, 7, SG, ST) 


The registered trademark name given to a 
specific product by its manufacturer. 


Cash against 
documents (5, ST) 


A payment method: A contracted bank acts as an 
intermediary, transferring the buyer’s funds 
(payment) to the seller when the seller furnishes 
documentary proof of shipment to the 
contracted bank. 


Centralized 
procurement (3, AG, 
SG, ST) 


The government owns, funds, and manages the 
supply chain for the public-sector health system. 
Procurement is conducted at the central level. 


Certificate of 
Analysis (2, 6, 9,  
AG, ST) 


A document certifying quality and composition of 
goods. 


Certificate of 
Pharmaceutical 
Product (2, 6, ST) 


A certificate establishing the status of the 
pharmaceutical product and of the applicant for 
the certificate in the exporting country. It is for a 
single product only, since manufacturing 
arrangements and approved information for 
different dosage forms and strengths can vary. 


CFR (4, 8, 10) Cost and freight: Title and risk insurance cost 
pass to buyer when delivered on board the ship 
by seller, which pays the transportation cost to 
the destination port. 


cGMP(s) (2, 5–7, 9, 
SG, ST) 


Current good manufacturing practice(s): 
Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
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equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 


CIF (4, 8–10) Cost, insurance, and freight: Title and risk pass to 
buyer when delivered on board the ship by seller, 
which pays transportation and insurance costs to 
destination port. 


CIP (4–6, 8) Carriage (freight) and insurance paid to: Costs 
paid to the named destination by the seller. Title 
and risk pass to buyer when delivered to carrier. 


Commercial invoice 
(6, 8–10, ST) 


Document required by customs to determine the 
true value of imported goods for assessment of 
duties and taxes. 


Commodity (1–10, 
AG, SG, ST) 


Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing 
(2–4, 6, 9, ST) 


A methodology of prescribed inspection and 
testing procedures applied to a product to 
ensure the product meets its defined 
specifications and/or performance requirements. 


Component (1–10, 
SG) 


An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Consignee (9, 10) A term used in shipping to describe the party to 
which something is entrusted (e.g., the “ship-to” 
party). 


Consumption (1, 4, 9, 
AG, ST) 


What individuals and households are able to 
utilize. 


Contraceptive 
prevalence rate (1) 


Percentage of the population using a 
contraceptive method, frequently disaggregated 
by modern versus traditional methods and by 
individual contraceptive methods. 


Contract (1–10, AG, 
SG, ST) 


An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Contract grouping 
(5) 


Assemblage of goods or services of a similar 
nature into one group. 



http://www.businessdictionary.com/definition/document.html

http://www.businessdictionary.com/definition/required.html

http://www.businessdictionary.com/definition/customs.html

http://www.businessdictionary.com/definition/true-value.html

http://www.businessdictionary.com/definition/goods.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/duty.html

http://www.investorwords.com/5972/taxes.html
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Contract 
performance 
monitoring (9, SG) 


Tracking system developed by the purchaser that 
uses monitoring system key performance 
indicators to monitor the supplier’s compliance 
with contract requirements. 


Convertible 
currency (SG) 


Currency that can be quickly bought and sold for 
other currencies. Commonly traded 
internationally. 


Correspondent 
relationship (3, ST) 


An affiliation that a local developing-country bank 
establishes with a major, international bank that 
allows the local bank to expand its availability to 
implement international financial transactions, 
such as letters of credit. 


Corruption (3, 6, AG, 
SG, ST) 


The dysfunction of a system or institution in 
which officials or employees seek illegitimate 
personal gain through actions such as bribery or 
extortion. 


Cost (4, 7, AG, SG, 
ST) 


What the purchaser ultimately pays for an item, 
delivered to its facility. Cost, not price, is used 
for budgeting. 


Criteria (2–7, 9, AG, 
SG, ST) 


Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Customs clearance 
agent (3, 10, SG) 


A licensed professional agent appointed by an 
importer to clear a shipment (consignment) 
coming from abroad through the port and 
customs authorities. Also called a customs 
broker. 


CYP (1) Couple years of protection: The amount of 
contraceptive commodities that will cover a 
couple for 12 months from unwanted pregnancy. 


DAC (3, AG) Development Assistance Committee: Currently 
working to strengthen procurement capacities in 
developing countries under the auspices of the 
World Bank and the Organisation for Economic 
Co-operation and Development. 


DAF (4) Delivered at frontier: Title, risk, and 
responsibility for import clearance pass to buyer 
when delivered to named border point by seller. 







 Combined Glossary 
 


Procurement Capacity Toolkit Combined Glossary-6 


 


DDP (4) Delivered duty paid: Title and risk pass to buyer 
when seller delivers goods to named destination 
point cleared for import. 


DDU (4) Delivered duty unpaid: Seller fulfills its obligation 
when goods have been made available at the 
named place in the country of importation. 


Debarred (6, 7, AG) Denied opportunity to compete for contracts of 
a purchasing authority. 


Decentralized 
procurement (3, AG, 
SG, ST) 


Different levels of responsibility for procurement 
are handled by the provincial, district, municipal, 
or even the facility level. 


Demand (1) The quantity of a commodity or service wanted 
at a specified price and time. Within the context 
of family planning or HIV/AIDS prevention 
services, price includes not only monetary and 
program personnel costs, but also the cost in 
time and inconvenience for the client who wishes 
to obtain services. Definition from Contraceptive 
Forecasting Handbook for Family Planning and 
HIV/AIDS Prevention Programs (Family Planning 
Logistics Management, 2000). 


Demurrage charges 
(3, 10, AG, SG) 


Charges assessed against the consignee 
(purchaser) by a carrier, shipping agent, or 
customs agent for delay beyond the time allowed 
or agreed upon for unloading and/or removal of 
goods from port facilities. 


DEQ (4) Delivered ex quay (duty paid): Title and risk pass 
to buyer when delivered on board the ship at the 
destination point by the seller, which delivers 
goods on dock at destination point cleared for 
import. 


DES (4) Delivered ex ship: Title, risk, and responsibility 
for vessel discharge and import clearance pass to 
buyer when seller delivers goods on board the 
ship to destination port. 


Direct procurement  
(1, 3, 8, AG, SG) 


Purchaser contracts for goods directly with a 
manufacturer or its representative. 
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Discrepancy (5, 7,  
10, ST) 


Used in banking and trade to indicate lack of 
agreement with stated requirements and/or 
documents. 


Distribution tier (4, 
ST) 


A supplier’s position in the chain of entities 
involved in distributing goods to purchasers. 


Documentary 
evidence (6, 7,  
SG, ST)  


Being, consisting of, or contained exclusively in 
documents. 


Domestic 
preference (6, 7) 


A term used in World Bank procurement 
documents to describe a competitive advantage, 
expressed in a percentage, that is sometimes 
given to local manufacturers of goods competing 
for contracts against international sources. 


Drug regulatory 
authority (2, 3, 6, ST) 


Same as national regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Duty (10) A tax charged by a government, especially on 
imports. 


Efficacy (2–6, SG, ST) The capacity of a drug to produce scientifically 
proven therapeutic effects. 


e-Government (ST) Term used by the World Bank which is 
synonymous with e-procurement. 


Element (1–10, AG, 
SG) 


One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) 
(3, 4, 6–9, AG, SG, ST) 


Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity (2–8, SG, ST) A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 
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e-Procurement (6, 
AG, ST) 


The automation of any part of the procurement 
process with electronic tools, ranging from a 
system that is fully integrated with purchasers’ 
systems (e.g., linked with the warehouse 
management system), to partial automation of an 
organization’s processes, to simply using a 
supplier’s online tools. 


Evaluated cost (6–8, 
AG, SG) 


An offered price adjusted for corrections, 
discounts, domestic preference, and usage 
factors. 


Evaluation criteria 
(6–8, AG, SG, ST) 


Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 


Exercise date (8) The latest date on which an option needs to be 
executed for it to become effective. 


Expiration (Expiry) 
date (1, 2, 4–10, AG, 
SG, ST) 


The date beyond which the manufacturer will not 
guarantee the product. 


EXW (4, 8) Ex-works: The buyer bears all costs and risks 
involved in taking the goods from the seller’s 
premises to the desired destination. 


FAS (4) Free alongside ship: Title and risk pass to buyer, 
including payment of all transportation and 
insurance costs, once delivered alongside ship by 
the seller. 


Fast-track licensing 
(5, 6, AG, SG, ST) 


Regulatory licensing based on confidence in the 
quality of a product as evidenced by similar 
licensing in countries with stringent, highly 
respected regulatory authorities. 


FCA (4) Free carrier: Title and risk pass to buyer, 
including transportation and insurance costs, 
when the seller delivers goods cleared for export 
to the carrier. Seller is obligated to load the 
goods on the buyer’s collecting vehicle. It is the 
buyer’s obligation to receive the seller’s arriving 
vehicle unloaded. 


Financial threshold 
(3, 5, SG, ST) 


Monetary division used to trigger an action or 
requirement. (Procurement method selection is 
often tied to financial thresholds.) 
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FOB (4, 9) Free on board: The seller fulfills its obligation 
when the goods pass over the ship’s rail at the 
named port of shipment. 


Force majeure (6, 8) Unforeseen circumstances (e.g., natural disasters, 
other “Acts of God,” or war) which excuse a 
party from fulfillment of a contract. 


Forecast (1, 3, AG, 
SG, ST) 


To calculate beforehand. 


Formal 
procurement record 
(9, AG) 


File system established by the purchaser for each 
procurement transaction (contract). Contains all 
the critical documents and information that are 
pertinent to the transaction. 


Formulation (2, 3,  
6, ST)  


The amounts of active ingredients per tablet. 


Framework contract 
(8, ST) 


General term for an agreement with a supplier 
setting out terms and conditions against which 
specific purchases (call-offs) can be made 
throughout the life of the agreement. Also see 
indefinite quantity contract. 


Funder (3–8, SG, ST) Organization (or person) providing funds for a 
specific project, program, or purpose. 


GAVI Alliance  
(4, SG) 


A global health partnership whose members 
work together to save lives by increasing access 
to vaccines in 70 of the poorest countries around 
the world. 


General Conditions 
of Contract (6–8, AG) 


Mandatory contract wording for issues such as 
payments, obligations, risks, rights, and 
performance. 


Global Fund  
(4, AG, ST) 


Global Fund to Fight AIDS, Tuberculosis and 
Malaria: An innovative approach to health 
financing supported by public-private partnership. 
Offers a price-reporting mechanism, quality 
assurance information, and a compliance list. 


GNI (4, SG) Gross national income. 


HIV (1–3, 5, 6, 9,  
SG, ST) 


Human Immunodeficiency Virus. 
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ICB (7, 8) International competitive bidding. 


ICH (6, SG, ST) International Conference on Harmonisation of 
Technical Requirements for Registration of 
Pharmaceuticals for Human Use: Addresses how 
harmonization of technical guidelines and 
requirements for product registration might be 
achieved. 


IDA Foundation 
(3–5, 8, SG, ST) 


Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists. 


INCOTERMS (4, 6,  
8, 9) 


Rules for interpretation of the most commonly 
used terms in foreign trade to describe how 
goods will be shipped, who is responsible for 
them at each stage of the process, and who pays 
which costs. Published by the International 
Chamber of Commerce. 


Indefinite quantity 
contract (8, AG) 


Also referred to as a framework contract, it 
establishes terms and conditions applicable to 
each order a purchaser places with the supplier 
during the fixed period of the contract. 


Indirect 
procurement  
(3, 8, AG, SG) 


Purchaser contracts for goods through an 
intermediary that has or will purchase directly 
from a manufacturer. 


Injectable (1–6, 9) Injectable contraceptive. 


INN (2, 6, ST) International nonproprietary name: A name that 
facilitates the identification of a pharmaceutical 
substance or active pharmaceutical ingredient. 
Each international nonproprietary name is a 
unique name that is globally recognized and is 
public property (also known as a generic name). 


Inspection company 
(9) 


Independent, professional organization with staff 
trained in random sampling and visual inspection 
procedures. Hired by the purchaser to visit the 
supplier and inspect a commodity prepared for 
shipment prior to shipment. 


Interlineations (7) Notations written between the lines of the 
original bidding documents. 
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International supply 
service (3–5, 8, AG, 
SG) 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids 
(2–8, SG, ST) 


An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished. 


ISO (2, 6, 9, ST) International Organization for Standardization: A 
nongovernmental organization that develops and 
publishes international standards. It is a network 
of the national standards institutes of 162 
countries. 


ITB (6) Instructions to Bidders. 


IUD (1, 2, 4, 5) Intrauterine device. 


Joint venture  
(7, 8, AG) 


A business enterprise in which two or more 
companies enter a temporary partnership. 


L/C (3–10, SG, ST) Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lead time (1, AG, ST) The time interval needed to complete the 
procurement cycle. 


LIB (7) Limited international bidding. 


Liquidated damages 
(10, AG) 


In sales contracts, a specified sum to be paid to 
the purchaser should the seller default on its 
obligation (usually pertaining to a delivery 
schedule). 


LMIS (1, ST) Logistics management information system(s): A 
system that collects, processes, and reports 
logistics data. 


Lot (Batch) (2–7, 9, 
AG, ST) 


In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
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and production operation, and that has received 
entirely the same processing treatment. 


Lot (Batch) number 
(2, 6, 9, ST) 


A series of numbers or letters, or both, 
established to record production and control of 
a product. Unless otherwise specified, the lot 
number is the series of numbers or letters that 
identifies a single, uniform, and homogeneous 
quantity produced from one compounding 
formulation, in one manufacturing and 
production operation, and that has received 
entirely the same processing treatment. Lot size 
varies by product, product type, dosage form, 
and manufacturing process. 


Lot-by-lot (2–4, 6,  
9, ST) 


Applicable to each manufacturing lot (batch). 


Major (Material) 
deviation (6, 7) 


Used in evaluating bids to describe a significant 
and unacceptable difference from the 
requirements stated in the bidding documents. 
More precisely, a material deviation is one that 
affects, in any way, the price, quantity, quality, or 
delivery of the goods as required in the bidding 
documents, or limits in any way the 
responsibilities, duties, or liabilities of the bidder 
or any rights of the purchaser. See Module 7 for 
more information. 


Manufacturer’s 
Batch Certificate (2) 


A document issued for each batch by the 
manufacturer certifying the quality and expiry 
date of a specific batch of a product that has 
already been licensed in the importing country. 


Manufacturer’s 
(Bidder’s) 
representative  
(3–7, SG) 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


Market 
segmentation (4) 


The practice of dividing potential purchasers (the 
market) into defined groups (segments) based on 
specific selection criteria. 


Marks, markings  
(2, 4–6, 8–10, ST) 


An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 
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Method mix (1, SG) Mix of products used by the target population, 
expressed as the percentage that each method 
constitutes among all contraceptives used. 


Methods of funds 
remittance (ST) 


Processes by which money will transfer from one 
party to another. 


Misprocurement (2) A declaration that goods have not been procured 
according to the agreed procedures in the loan 
agreement. 


Missionpharma (3, 8, 
SG, ST) 


Supplies generic pharmaceuticals and medical 
devices to governments, United Nations 
agencies, and nongovernmental organizations in 
developing countries. 


MOH (5) Ministry of Health. 


MSH (4, 5, ST) Management Sciences for Health: A nonprofit 
international health organization with a mission 
to save lives and improve the health of the 
world’s poorest and most vulnerable people by 
closing the gap between knowledge and action in 
public health. 


N/A (n/a) (2, 4, 6) Not applicable. 


Need (1) When an individual is exposed to risk or a 
condition that could be prevented or satisfied via 
access to specific products or services, that 
individual is defined as needing the service or 
product. 


Negotiated bill of 
lading (10) 


Term for a bill of lading that has been released to 
the purchaser following payment to the supplier. 


Negotiated 
procurement (6, AG) 


A competitive procurement method in which 
proposals are requested from suppliers and the 
purchaser can discuss the supplier proposals to 
determine the best value. 


NGO (1, 3, 4, ST) Nongovernmental organization: Usually involved 
in providing services to or alongside government 
entities. Often financed through projects using 
donor funds. 


Nonresponsive (7) A procurement term used to describe an offer 
that does not comply with the most basic 
instructions and requirements stated in the 
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bidding documents provided by the purchasing 
organization. For example, an unresponsive bid 
may be one that is not signed, is bid in the wrong 
language, or does not offer the required 
products. 


No Objection 
Certificate (2, 3, 6) 


Issued by a manufacturer or a government when 
goods to be imported into a country are already 
manufactured in that country. States that there is 
no objection to the goods being imported. 


NRA (2–9, AG,  
SG, ST) 


National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended 
for use in the country are safe, potent, and 
effective. 


Null and void (6, 8) Cancellation or lapse of an agreement (contract) 
with no legal effect. 


OC (3–5) Oral contraceptive. 


OECD (3, AG, SG, ST) Organisation for Economic Co-operation and 
Development: An international organization 
helping governments tackle the economic, social, 
and governance challenges of a globalized 
economy. 


OECS (3) Organisation of Eastern Caribbean States: Nine-
member group that promotes cooperation in 
defense issues, international diplomacy, and 
economic policies. 


Offer (3–7, 9, AG,  
SG, ST) 


Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Onboard joint 
insurance survey (10) 


An inspection of an arriving ocean freight 
shipment by both the marine insurance company 
surveyor and the vessel surveyor to document 
the condition of the shipment. 


Open bid (5, AG, ST) Sealed bids are solicited by means of a widely 
advertised invitation open to all suppliers that 
choose to participate in the competition. 


Option (8, AG) If a purchaser knows there is potential for 
additional quantities in the future, but the budget 
is not yet available, an option may be structured 
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in the contract. An option is an additional 
quantity or period in a contract that can be 
exercised or executed at the buyer’s discretion. 


Packaging (2–6, 9, 10, 
AG, SG, ST) 


The primary wrapping and marking of a product. 


Packing (2, 4–6,  
8–10, AG) 


The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Packing list (9, 10, 
SG, ST) 


A schedule showing detailed packing information, 
including items and totals, number of units or 
items per box or crate, total number of boxes or 
crates with individual identification numbers 
provided, shipping marks, total volume of the 
cargo, weights and dimensions per box or crate, 
etc. 


Parastatal (3, AG,  
SG, ST) 


Self-supporting, quasigovernmental organization. 


Pay voucher (4) A document authorizing disbursement of cash to 
cover a liability. 


Performance 
indicator (1–10,  
AG, ST) 


Measures and evaluates success against a specific 
goal. 


Performance 
security (5, 6, 8,  
9, AG) 


A procurement term describing the financial 
instrument used to guarantee compensation to 
the buyer for inconvenience and expense if the 
seller does not perform (i.e., does not produce 
and ship the contracted goods or provide the 
contracted services within the stated period). 
The seller puts up its own funds, often through a 
bank or insurance company, to be held in reserve 
until the contract terms have been met. 


Pharmaceutical 
Inspection 
Convention (6, 7, ST) 


One of two international instruments 
(Pharmaceutical Inspection Co-operation Scheme 
is the other) between countries and 
pharmaceutical inspection authorities dedicated 
to standardizing and ensuring current good 
manufacturing practices and inspections. 
Currently, it has 31 member countries, with the 
European Medicines Agency, the United Nations 
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Population Fund, and the World Health 
Organization as partners/observers. 


Pharmaceutical 
Inspection Co-
operation Scheme 
(6, ST) 


One of two international instruments 
(Pharmaceutical Inspection Convention is the 
other) between countries and pharmaceutical 
inspection authorities dedicated to standardizing 
and ensuring current good manufacturing 
practices and inspections. Currently, it has 31 
member countries, with the European Medicines 
Agency, the United Nations Population Fund, and 
the World Health Organization as 
partners/observers. 


Phase (1–10, SG) A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


PIC/S (SG, ST) Pharmaceutical Inspection Convention and 
Pharmaceutical Inspection Co-operation Scheme: 
Two international instruments between 
countries and pharmaceutical inspection 
authorities dedicated to standardizing and 
ensuring current good manufacturing practices 
and inspections. Currently, it has 31 member 
countries, with the European Medicines Agency, 
the United Nations Population Fund, and the 
World Health Organization as 
partners/observers. 


PPA (3, 4, AG, SG, ST) Private procurement agent: Undertakes a 
procurement process on behalf of a procuring 
entity using competitive bidding procedures and 
may or may not select the winning bid. 


Prequalification  
(of manufacturer/ 
supplier/bidder)  
(5–7, 9, AG, SG, ST) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Prequalification (of 
product) (6, SG, ST) 


A process of predetermining that a specific 
product (usually a pharmaceutical, device, or 
vaccine) of a specific manufacturer meets stated 
requirements. 
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Preshipment 
compliance (5, 6,  
9, 10, AG) 


Process by which the purchaser confirms the 
acceptability for shipment of the supplier’s 
commodity prior to shipment. There are three 
basic levels of preshipment compliance a 
purchaser can institute, ranging from document 
review to visual inspection up to full laboratory 
or physical testing of the commodity. 


Preshipment 
inspection (3–7, 9, 
SG, ST) 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Price (4, 7, AG,  
SG, ST) 


What the seller asks for an item. 


Procurement cycle 
(3, 5, AG, SG) 


The repeating sequence of steps in a 
procurement process, generally starting at the 
initial planning phase and ending at possession of 
the goods. 


Procurement 
method (1–3, 5–8, 
AG, SG) 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement option  
(3–6, 8, AG, SG, ST) 


Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Procurement 
requirements (6) 


A complete description of the product to be 
purchased, including technical attributes 
(especially manufacturing and quality assurance 
norms), program specifications (including 
packaging and packing), shipping terms, payment 
terms, port of delivery, delivery date, quantity, 
documentation, and any other relevant detail of 
the expected purchase. 


Procurement 
requisition (4–6, 9, 
AG, SG, ST) 


A document describing what is to be purchased 
and giving authority to do so. 


Procurement unit 
(2–7, 10, AG, SG, ST) 


Individuals organized around procurement duties 
within a larger entity. 
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Product neutral  
(2, 6, AG, SG) 


Specifications that use generic terms, relative 
characteristics, and performance requirements 
rather than brand names and superficial 
descriptions. 


Purchase order (2, 4, 
6, 8, AG, ST) 


A commercial document issued by a buyer 
(purchaser) to a seller indicating the type, 
quantities, and agreed prices for products or 
services the seller will provide to the buyer. 
Purchase orders usually specify additional 
conditions such as terms of payment, 
INCOTERMS for liability and freight 
responsibility, any inspection or testing 
procedures that may be required, and required 
delivery date. 


QA (1–10, AG, SG, ST) Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Qualification criteria 
(6, 7, AG, ST) 


An attribute that must be met or complied with 
that makes a competing firm fit to perform a 
specific contract. 


Quantification  
(1, AG, SG, ST) 


Process of estimating product quantities to 
supply adequate stocks according to standard 
medical and program guidelines. 


Registration  
(2, 3, 6–8, AG, SG, ST) 


A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


Request for 
Quotation  
(2, 5–9, ST) 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH (1–10, AG, SG, ST) Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
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when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


SBEF (7, ST) Standard Bid Evaluation Form: A World Bank 
document that outlines a step-by-step procedure 
for examining and evaluating bids. 


Schedule of 
Requirements (6–8, 
AG, ST) 


Part of bidding documents that describes the 
quantity of goods and expected delivery time. 


Sealed bids (2, 3, 5,  
6, 8) 


A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


Service delivery 
point (1) 


Any health facility that provides services directly 
to the customer. 


Shipping term  
(4, 6, 8) 


Generally an INCOTERM. 


SOPs (3, ST) Standard operating procedures: Provide a clear 
set of instructions, or steps, for procurement 
personnel to follow to ensure the procurement 
process is implemented in compliance with 
legislative and regulatory requirements and in 
keeping with good procurement practices. See 
Supplementary Topics, Section L: Standard 
Operating Procedures, for additional information. 


Special Conditions 
of Contract (6–8,  
AG, ST) 


Modifies or adds to General Conditions of 
Contract to suit specific goods and situations. 


Specification (1–9, 
AG, SG, ST) 


A definitive description of the commodity to be 
procured. 







 Combined Glossary 
 


Procurement Capacity Toolkit Combined Glossary-20 


 


Standard (2, 4, 5, 8, 9, 
AG, SG, ST) 


Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


STI (1) Sexually transmitted infection. 


Stringent regulatory 
authority (6, SG, ST) 


A national regulatory authority participating in 
the International Conference on Harmonisation 
of Technical Requirements for Registration of 
Pharmaceuticals for Human Use and its affiliates 
as defined by the Global Fund to Fight AIDS, 
Tuberculosis and Malaria, or those countries 
participating in the Pharmaceutical Inspection 
Convention and Pharmaceutical Inspection Co-
operation Scheme. 


Substantially 
responsive (6, 7)  


A bid that contains no material deviations from 
or reservations to the terms, conditions, and 
specifications in the bidding documents. 


Supplier (1–10, AG, 
SG, ST) 


The party that transfers goods out of its own 
control to a named recipient. 


Supply (1–10, AG,  
SG, ST) 


Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


Surety (7) A person or firm that is legally responsible for 
the debt, default, or delinquency of another. 


Target population 
(1, SG) 


The collection of individuals or regions that are 
to be investigated in a statistical study. 


TEC (7, AG) Technical evaluation subcommittee to the bid 
evaluation committee: A committee of technical 
experts that reviews bids for responsiveness to 
technical specifications. 


TFR (1) Total fertility rate: The average number of live 
births a woman would have if she survived to age 
49 and had births at the prevailing age-specific 
rates. 







 Combined Glossary 
 


Procurement Capacity Toolkit Combined Glossary-21 


 


Turnover (6) The amount of business transacted during a given 
period of time; for example, annual sales value. 


UNAIDS (2–4, 6, 9, 
SG, ST) 


Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic. 


UNFPA (1–6, 8, 9,  
SG, ST) 


United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


UNICEF (2, 4, SG, ST) United Nations Children’s Fund: A 
semiautonomous United Nations agency working 
for sustainable human development to ensure the 
survival, protection, and development of children. 
Operates a global supply service that contracts 
with manufacturers for large quantities of vaccine 
and other products which it then supplies in 
smaller quantities to individual clients in the 
public sector on a reimbursable, but not-for-
profit basis. 


United Nations  
(1–10, SG, ST) 


An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


USAID (1, 2, 4, ST) United States Agency for International 
Development: An independent federal 
government agency that receives overall foreign 
policy guidance from the Secretary of State. Its 
work supports long-term and equitable economic 
growth and advances United States foreign policy 
objectives by supporting economic growth, 
agriculture, and trade; global health; and 
democracy, conflict prevention, and humanitarian 
assistance. 
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USAID | DELIVER 
PROJECT (1, 2, 4) 


A United States Agency for International 
Development-funded project that strengthens 
supply systems for essential health commodities 
and works to ensure their sustainability. 


Use tax (4) A tax levied by governments on goods purchased 
elsewhere. Generally paid by the purchaser. 


Value added tax  
(4, 6, 10, ST) 


A tax levied by governments on values added 
resulting from an exchange of property; for 
example, from wholesale value to retail value. 
Generally paid by the seller (but passed along to 
the customer via sale price). 


Visual inspection  
(2, 5, 6, 9, AG, SG, ST) 


A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


Warranty (6–8, 10) A written guarantee given to the purchaser of 
health-sector goods by the manufacturer or 
dealer, usually specifying that the manufacturer 
will replace poor-quality goods free of charge for 
a stated period of time. 


WHO (1–7, 9, 10, AG, 
SG, ST) 


World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 
(2–6, SG, ST) 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 


World Bank (3–10, 
AG, SG, ST) 


The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


This module covers Element 4 of the reproductive health (RH) supply process. It describes a 
progression of activities and considerations that begin after procurement options have been 
assessed (Element 3) and end when a funded procurement requisition is handed over to a 
procurement unit. It is the final step in the program planning phase of the RH supply 
process.   


Module 4 is important to the RH supply process because it explains: 


• How to develop a reasonably accurate budget. 


• What can be done if funding falls short of the budget request. 


• How to communicate funded requirements to a procurement unit through a 
procurement requisition. 


The information in this module includes where to find reference pricing, how to use pricing 
guides, issues with pricing variables, what should be included in cost estimates, budgeting 
issues, funding shortfalls, budget adjustments, and developing Procurement requisitions. An 
instructive case study threaded through the module develops a budget, sets up some 
common problems, and describes a reasoning process that leads to a solution. At the end of 
the module, readers will find reference material, including checklists and forms, key 
documents, and a list of websites. A glossary and acronyms list follows. 
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Develop a budget using pricing research and factoring in pricing variables. 


• Adjust a budget in response to funding limitations. 


• Develop a procurement requisition. 
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C. Components, Considerations, and 
Challenges 


1. Components 
Each element of the RH supply process is made up of several components. Most 
components involve activities to be carried out by RH purchasers; some are dependent on 
activities performed by others. 


The main requirements of RH purchasers at Element 4 are: 


• Pricing research.  


• Assessment of pricing variables (distribution tiers, market segmentation). 


• Cost estimation.  


• Budgeting and budget adjustments. 


• Development of detailed procurement requisitions.  


A component of Element 4 that is dependent on the activity of others: 


• Funding. 


The components of Element 4 and their relationships to the other elements in the program 
planning phase are shown in Exhibit 4-1.   
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Exhibit 4-1   


Program Planning: Elements 1–4 


Note: The broken concentric line in the graphic indicates a second round of program 
planning decisions driven by funding issues.  
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2. Considerations 
The main considerations for Element 4 are: 


a. Overarching Principles of Quality and Timeliness 


• Ensuring high-quality products within the limits of available funding. 


• A decision process that does not create delays. 


b. Critical Component: Funding 


• Without funds available to pay for the required goods, procurement cannot go 
forward.  


• RH program and procurement personnel rarely have a role in funding other than to 
provide cost estimates and budget requests. 


• Deficiencies often trigger a second round of program planning decisions. 


c. Required Input From Other Elements  


• Items and quantities, as determined in Element 1. 


• Specifications, as determined in Element 2. 


• Possible procurement options, as determined in Element 3. 


d. Key Decision Points 


• What prices to use for cost estimates. 


• Budget based on cost estimates. 


• Items and quantities for purchase (within funding limits).  


• Delivery dates desired. 


e. Expected Output  


• Funded procurement requisition. 


• Procurement options authorized (for each item). 
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3. Challenges   
Two main challenges are inherent in Element 4: 


a. Developing Reasonably Accurate Cost Estimates for Each Item 


Cost estimates require information about: 


• Pricing—where to find it and how to use it. 


• Related costs—what should be added to price. 


• What is included in various (representative) prices. 


• What level of pricing is likely to be available to a specific RH purchaser for each 
item. 


A sample checklist of budgeting information is included in Section I as Form I-1-a. 


b. Maintaining the Principles of Good Public-Sector Procurement 


Information from pricing research must not be used to preselect a specific supplier—fair 
competition is required. However, an analysis of pricing information will influence the 
procurement options considered for each item (Element 3).   
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D. Pricing Research: Representative Pricing  
and Variables; How to Use Pricing Guide 


Pricing research is the important first step taken in the process of developing a reasonable 
cost estimate, which in turn will support the budget estimate. It requires three things: 
finding representative prices, understanding what is included in those prices, and exploring 
potential pricing variables. Pricing information for RH commodities can be found on 
websites and in hard copy, through direct inquiry, and from old invoices. However, this 
information is not straightforward. Websites provide an array of prices for the same 
commodity, and prices obtained from direct inquiry or old invoices may not be applicable to 
the current requirement. Thus, it is critical to understand what these prices represent and 
how to use them. 


1. Web-Based Resource: The International Drug Price 
Indicator Guide 


Of the web-based sources for representative pricing, the International Drug Price Indicator 
Guide, published and updated annually since 1986 by Management Sciences for Health 
(MSH), has proven to be one of the most useful for RH commodities. It was the resource 
used by PATH, the United Nations Population Fund (UNFPA), and the World Health 
Organization (WHO) in their jointly published Essential Medicines for Reproductive Health: 
Guiding Principles for Their Inclusion on National Medicines Lists.1 This section will use the MSH 
Guide to illustrate pricing research.  


The MSH Guide is available online at http://erc.msh.org/mainpage.cfm?file=1.0.htm&& 
module=DMP&language=English.  


Alternatively, the current edition can be ordered on CD-ROM or in hard copy via the link 
above. 


“Drug Price Search” pages are the central feature of the Guide. They provide a spectrum of 
prices from pharmaceutical suppliers and procurement agencies, as well as prices paid by 
representative government entities. In addition to a collection of specific price information, 
MSH notes high, low, and median prices, as well as high/low ratios. Reference prices are the 


                                                 


1 PATH, World Health Organization, United Nations Population Fund. Essential Medicines for Reproductive Health: 
Guiding Principles for Their Inclusion on National Medicines Lists. Seattle, WA: PATH; 2006. 



http://erc.msh.org/mainpage.cfm?file=1.0.htm&&%0Bmodule=DMP&language=English

http://erc.msh.org/mainpage.cfm?file=1.0.htm&&%0Bmodule=DMP&language=English
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medians of recent procurement supply prices offered by suppliers to developing countries 
for multisource products. An example Drug Price Search page is included in Exhibit 4-2.  


Exhibit 4-2 


Sample Drug Price Search Page 
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“Data Notes” pages provide information about sources and how prices were calculated. 
The Data Notes material is critical for establishing a corollary between pricing published in 
the Guide and the situation of the particular RH purchaser. Two Data Notes pages are 
included in Exhibit 4-3.  


Exhibit 4-3.a 


Sample Data Notes Pages 
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a. Commodity Prices 


Prices for a single item in the MSH Guide vary widely due to differences in volume, 
contracting and shipping conditions, application of administrative fees, and “supplier” or 
“buyer” designations. Thus, it is crucial for users to understand what each price represents 
and reference only those that most closely match their own requirements and 
circumstances.  


Most supplier prices found in the Guide do not include the majority of transportation 
charges, which are specific to a purchaser’s location, and handling fees are sometimes 
included, sometimes not. Prices collected from buyers (government agencies) usually do 
include all cost additions. Information about inclusion or exclusion of transportation costs 
and handling fees is located on the Guide’s Data Notes pages under “Price Sources.” 


b. Price Sources  


Five primary types of suppliers and buyers are used as price sources, including international 
development organizations and government agencies. The Guide does not include prices 
obtained directly from manufacturers; however, the United States Agency for International 
Development (USAID) and UNFPA prices represent manufacturer pricing for very high-
volume, multiyear contracts. 


A “Handling” column appears on the Price Sources pages for each entry. It lists a fee to be 
paid by the purchaser, expressed as a percentage of the total cost. However, not all fees are 
listed in this column; some are found only in the supplier’s “Detail” block. Where buyers 
instead of suppliers are listed in the Price Sources pages, the “Approximate Tender Value” 
replaces the Handling column. 


Price Sources pages, which are accessed through Data Notes, provide information by 
supplier. A “Price Type” column lists the INCOTERM for each entry, which allows the 
reader to figure out whether and how much freight is included in the price. A summary of 
INCOTERMS can be found in Section I.2.a.   


2. Direct Inquiry and Old Invoices  
Direct inquiry and old invoices are also useful sources for price information. For any direct 
inquiry, it is important to make clear to the supplier or manufacturer that the information 
requested is for a budget estimate only; there is no commitment on either side. Be specific 
about the basis (INCOTERM) and what else is included or would be charged (e.g., fees) and 
the approximate quantity planned. 
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For old invoices to be useful, it is important to take note of the INCOTERM under which 
the transaction took place, and how variables including distribution tier, market segment, 
and quantity affected the price. These variables are discussed below. 


3. Pricing Variables  
What level of pricing is likely to be available to a specific RH purchaser? Three variables 
normally influence the prices to which an RH purchaser has access: distribution tier, market 
segment, and quantity. Readers are encouraged to study and understand the following 
material before using any representative price for budgeting purposes. 


a. Distribution Tiers 


A “distribution tier” describes a supplier’s position in the chain of entities involved in 
distributing goods to purchasers. Original manufacturers are at the top level, and retail 
outlets are at the bottom in a commercial distribution chain. At each level below the 
manufacturer, purchasers can expect to pay a price increment in the form of fees, 
commissions, or profit margin. Generally, the lowest prices are found in large-quantity 
purchases made directly from a manufacturer, and the highest prices are found in small-
quantity purchases from local dealers and retail shops. Some products are available only 
through the international marketplace; others are available locally.   


Exhibit 4-4 divides the RH supply marketplace into four tiers based on proximity to the 
original manufacturer. Development agencies (such as UNFPA, the United Nations 
Children’s Fund [UNICEF], etc.) and international not-for-profit organizations serving the 
public sector, such as the IDA Foundation, are in the second tier.  
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Exhibit 4-4 


Distribution Tiers for RH Commodities 


Top Tier 
International manufacturers—Direct 


Local manufacturers—Direct 


 


Second Tier 
Regional/national representatives of international manufacturers 


Authorized local agents of international manufacturers 
International high-volume suppliers that maintain warehouses 


International agencies that negotiate prices and place orders for client organizations 
Authorized representatives of local manufacturers 


 


Third Tier 
Local traders 


Local stocking dealers 


 


Bottom Tier 
Retail outlets 


 
 


 


In pursuit of a realistic budget figure, RH purchasers must ask three important questions 
about distribution tiers:  


1. Which marketplaces (distribution tiers) offer each product?  


2. Which marketplaces are available to us? 


3. Which marketplaces could present a risk to product quality and safety?  


Marketplace offerings: Some goods are not sold at every distribution tier 
At the international level, manufacturers sometimes opt out entirely, relying instead on a 
network of regional and local representatives. Regional and local marketplaces themselves 
vary widely in their offerings and practices. Past experience and local knowledge are valuable 
resources, but may need to be augmented by fresh inquiry.   
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Marketplace access: Financial and regulatory issues can limit a purchaser’s access to 
marketplace offerings 
• Foreign exchange: For the most part, foreign exchange in a readily convertible 


currency is required for goods that must be imported, including goods that are 
purchased through a United Nations agency. If adequate foreign exchange is not 
available, the purchaser’s options are limited to national or, possibly, regional 
supply sources. 


• Funding organization requirements: A purchaser’s potential suppliers may be 
limited to manufacturers in a funder’s home country, or to purchasing through a 
United Nations agency specified in a loan or credit agreement. 


• National trade barriers: Some governments do not allow products similar to those 
produced locally to be imported. Some ban trade with specific countries altogether. 


• Regulatory licensing: This complex topic is covered in Supplementary Topics 
Section K: Regulatory Authorities. Pharmaceutical products (including 
contraceptives) subject to regulatory licensing cannot enter a country without it. 
Regulatory licensing can take a very long time, which in turn may delay the receipt 
of goods. Some governments do not accept bids or offers for drugs that have not 
already been licensed by their national regulatory authorities (NRAs). This limits 
competition and violates one of the principles of good public-sector 
procurement—a problem that remains to be solved. 


• Expenditure levels: What level of supplier (distribution tier) is likely to be 
interested at specific levels of expenditure. For very small quantities, RH 
purchasers may find only a local stocking dealer to be interested in the business. 
There is a price premium for purchasing so far down the line from the original 
manufacturer, which will have an impact on budget. 


• Credit arrangements: A supplier’s requirement for cash in advance may conflict 
with government procurement rules; open accounts may be the only viable option 
in the face of cash-flow problems. 


Marketplace risk: Product quality and safety can vary by distribution tier  
In general, it is best to purchase contraceptives as close to the manufacturer level as 
possible, considering both price and quality. Very low prices occurring at the third tier or 
lower are always a red flag. At these levels, it may be more difficult to ensure product 
quality. For example, it may be more difficult to trace products to their manufacturers and 
to obtain sufficient quantities with a long enough shelf life. It may also be difficult to obtain 
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storage history of the product, especially if purchased from a retailer; this can affect product 
quality if the product was not stored in good conditions. It may also be difficult to screen 
out counterfeit products at the local level.   


b. Market Segment  


In the commercial sector, “market segmentation” refers to the practice of dividing potential 
purchasers (the market) into defined groups (segments), usually for the purpose of target-
appropriate advertising. 


In the public sector, market segmentation is being used to help target discounted or 
subsidized RH commodities to the poorest, most vulnerable countries, based on economic 
data such as gross national income (GNI) per capita. United Nations organizations (UNFPA, 
UNICEF, WHO, the World Bank, etc.) divide countries into several economic bands: low-
income, lower-middle-income, upper-middle-income, and high-income, and reassess the 
GNI breakpoints on an annual basis. Economies are divided according to GNI per capita, 
calculated using the World Bank Atlas method. The groups are: low income, US$935 or 
less; lower middle income, US$936–3,705; upper middle income, US$3,706–11,455; and high 
income, US$11,456 or more (based on 2007 data from the World Bank). Countries can 
move in and out of these bands as their GNI per capita changes, and as a result of annual 
reclassification exercises. The United Nations system is not universal; private-sector 
organizations, for example, sometimes use a single economic point of US$1,000 or less GNI 
per capita for their targeting.  


The GAVI Alliance provides support to national governments to procure discounted 
vaccines through the GAVI Fund. Eligibility is determined by national income, and only 
countries with a GNI per capita of less than US$1,000 in 2003 qualify; currently, there are 
72 eligible countries (http://www.gavialliance.org/support/who/index.php). 


High-volume, multinational manufacturers will sometimes offer preferential public-sector 
prices directly to low-income countries using a similar scheme.    


Within market segmentation, only one important question needs to be answered in order 
to ensure realistic pricing for budgeting work: 


• For each product, is discounted pricing available to us? Eligibility for a United 
Nations agency supply service is an example of market segmentation. Using a 
United Nations supply service is discussed as a procurement option in Module 3. 
There may be volume requirements, and convertible currency is usually required. 



http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:20173256%7EisCURL:Y%7EmenuPK:64133156%7EpagePK:64133150%7EpiPK:64133175%7EtheSitePK:239419,00.html

http://web.worldbank.org/servlets/ECR?contentMDK=20421402&sitePK=239419#Low_income

http://web.worldbank.org/servlets/ECR?contentMDK=20421402&sitePK=239419#Lower_middle_income

http://web.worldbank.org/servlets/ECR?contentMDK=20421402&sitePK=239419#Upper_middle_income

http://web.worldbank.org/servlets/ECR?contentMDK=20421402&sitePK=239419#High_income

http://web.worldbank.org/servlets/ECR?contentMDK=20421402&sitePK=239419#High_income

http://unstats.un.org/unsd/snaama/glossResults.asp?Id=8

http://www.gavialliance.org/support/who/eligible/index.php

http://www.gavialliance.org/support/who/eligible/index.php

http://www.gavialliance.org/support/who/index.php
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c. Quantity 


The third pricing variable is quantity. Many suppliers are willing to offer a lower price for 
large-quantity orders. These “price breaks” and the levels at which they are available are 
always at the discretion of the manufacturer/supplier, so estimating is a challenge. A direct 
inquiry will often provide adequate information for budgeting purposes, but it must be 
understood that there is no commitment until a signed bid or quote is obtained. 
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E. Cost Estimating: Additions to Price 


Price and cost are two different things. Price is what the seller asks for an item. Cost is what 
the purchaser ultimately pays for the item, delivered to its facility. Cost—not price—is used 
for budgeting.  


There are several related expenses, such as freight and insurance, fees and commissions, 
inspection/testing, and other expenses, that should be added to “price” to arrive at a cost 
figure for budgeting purposes. These related expenses are discussed below. 


1. Freight and Insurance  
If not already included, freight and insurance expenses need to be estimated and added to 
the representative pricing chosen for budget estimates. INCOTERMS indicate which pays, 
the buyer or the seller. See Section I.2.a for additional information on INCOTERMS. 


Freight costs are based on: 


• Weight and dimensions of the cargo.   


• Modality (air, ocean, or truck). 


• Distance.  


Insurance costs are based on: 


• Value. 


• Modality. 


• Distance. 


• Extent of coverage desired. 


Freight as a percentage of commodity value for both air and ocean shipments from the 
United States to various destinations around the world can be found on the USAID | 
DELIVER PROJECT website. This website also provides dimensions and weights of shipping 
cartons, units per shipping carton, and average shipping lead time by air and by ocean, as 
well as other useful information about contraceptives. Note that insurance costs are not 
included on the site. 


The site location on the Internet is http:/www.deliver.jsi.com. Users must register and log in 
to use the site, and are granted access depending on their role and the information they 
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require. For commodities purchased through a United Nations agency, ocean/surface 
shipping and insurance costs are estimated at a rate of 15 percent of the value of the goods.   


2. Fees and Commissions 
Private procurement agents and international supply agencies, including United Nations 
agencies, charge fees for their services that range from 1 to 15 percent or more, depending 
on the complexity and value of the contract. For example, UNFPA charges a standard 5 
percent of the cost, plus freight, for its contraceptive supply services. Fees for large 
procurements are reduced. These fees must be taken into consideration when developing 
cost estimates.   


3. Inspection/Testing   
Preshipment inspection by an independent third party is recommended for all contraceptive 
items, as well as for some pharmaceuticals. This inspection examines goods as packed for 
shipment, confirming quantities, condition of packaging and contents, packing, markings, and 
documentation. Inspection services are available near most industrial centers and are 
reasonably priced, based on a daily rate plus travel distance.  


In addition, WHO recommends laboratory testing for every condom lot before shipment. 
This adds 7 to 11 percent to the cost of the product. The first shipments of oral 
contraceptives (OCs) and intrauterine devices (IUDs) should also be tested when an 
unfamiliar source provides them, or when there is a reason for concern (such as very low 
price). The cost increment is much less than for condom testing because far fewer units are 
required and the procedures differ. Inquiry is recommended.   


The purchaser contracts and pays for preshipment inspection and testing to ensure 
credibility. Details about condom testing are thoroughly discussed in The Male Latex Condom: 
Specification and Guidelines for Condom Procurement (WHO, 2003, see Section I.3.g). Details 
about other product testing can be found in Supplementary Topics, Section I: Product 
Inspection and Testing.   
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4. Additional Transaction Expenses 
A useful budget figure must include other related expenses in addition to basic price and 
freight estimates.  


a. Letter of Credit Fees 


International suppliers—when not requesting cash in advance—usually want a payment 
guarantee in the form of a letter of credit (L/C). Fees for opening an L/C are often based on 
value, but may also be based on a flat rate. Local inquiry is recommended. For additional 
information, see Supplementary Topics, Section C: Letters of Credit.   


b. Import Costs 


These vary from country to country and port to port, so local inquiry will be needed in 
order to estimate costs. Expenses taken into account for cost estimates include:  


• Import/export license fees. 


• Customs broker fees. 


• Port clearing fees. 


5. Taxes and Duties 
Public-sector imports—particularly for essential health commodities—are often exempt 
from tax and duty. However, this is not always the case, so local inquiry is needed. In 
particular, value added tax and use taxes are sometimes charged across the board, even 
though the funds may come out of one government pocket and go into another. 
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F. Budget Exercise: Case Study—Part One 


Developing an effective budget requires much more than a simple calculation of unit price 
applied to quantity requirements plus costs. It requires informed judgment based on detailed 
knowledge about the products and systems into which they will pass, and sometimes a good 
imagination. To demonstrate the reasoning and resources needed to produce a meaningful 
budget, this section uses an imaginary case study to take readers step-by-step through a 
budgeting process, incorporating some of the real-life situations and decisions faced by RH 
purchasers. It is based on a simple requirement for five common RH commodities and the 
detailed price/cost information mentioned above to arrive at a single budget figure. Exhibit 
4-5 on pages 4-27 and 4-28 is a budget worksheet constructed around part one of the case 
study. Its lines are numbered for easy cross-reference to the case study commentary. 


Case Study—Part One 


Setting: Ministry of Health, lower-middle-income country. The Director of Reproductive 
Health oversees four units in roughly the following hierarchy: Program Planning Unit, 
Procurement/Logistics Unit, Information and Education Unit, Service Delivery Unit. It is 
March. The annual budget request must be delivered to the Minister of Health by May 1, 
who will consolidate it with budget requests he receives from the other Directorates 
under his supervision and present a single figure to Parliament on June 1. By June 15, the 
Program Planning Unit will know how much money is available for the upcoming fiscal 


year, which begins on July 1. 


Senior personnel from Program Planning and Procurement/Logistics have teamed up to 
produce a draft budget for their director. This is their story: 


1. The five items shown in our worksheet represent product mix decisions made earlier 
by program personnel (defined in Element I): IUD, condom, OC, injectable, and 
“pharm 1” (a single pharmaceutical for illustration purposes).   


2. The probable source of each item takes three pricing variables into consideration: 
market segment, probable/possible distribution tier, and quantity, as well as local 
circumstances and past experience. This was our decision process: 


a. IUDs are readily available through local importers, and the government has 
asked us to use local enterprise whenever possible. 
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b. Under the terms of the development credit, condoms must be purchased 
through UNFPA. 


c. There is no local production of OCs in our country, so our OCs will likely come 
via an international stocking supplier or agency (second-tier supplier). In the past, 
we have tried to solicit bids from international OC manufacturers, but for one 
reason or another, they have not been interested. In addition, local traders and 
stocking dealers probably do not have enough capacity to handle our volume 
requirements, so second-tier suppliers are our most likely source.  


d. Manufacturers of injectable contraceptives have been happy to supply the 
government directly in the past, so we are going to assume this will not change 
and that one of them will be the source for new supplies. 


e. Local retailers stock the pharmaceutical we require. It is needed only in small 
quantities at various delivery points over a period of 18 months, and the total 
monetary value is far less than any requirement for competitive bidding. Given 
these particulars, local retailers are our most likely source. 


3. We estimated the price per unit for each product and noted the applicable 
INCOTERM (which indicates whether or not freight [and insurance] costs are 
included) as follows: 


a. US$5.50 DDP (delivered duty paid) per IUD is based on buyer prices shown in 
the MSH International Drug Price Indicator Guide. This number is a little lower than 
the median price listed for IUDs because we think shipping costs will be less (we 
are located much closer to Europe than the source country used in the MSH 
Guide). In addition, we intend to calculate fees separately, whereas the source-
country figure most likely includes them. 


b. US$0.02 FOB (free on board) per condom is based on UNFPA prices shown in 
the Guide. We know UNFPA ships CIF (cost, insurance, and freight), but charges 
its clients separately for all shipping costs; thus, we have used FOB as the 
operational INCOTERM. 


c. US$0.35 EXW (ex-works) per OC cycle is the median supplier price shown in 
the MSH Guide. We chose EXW for an INCOTERM in accordance with the 
practice of most second-tier stocking suppliers that contributed to the Guide. We 
found this information in the Data Notes section of the website on a page titled 
“Price Sources.” It was not with the buyer and supplier prices.  
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d. US$1.59 CIF per injectable dose is based on a median buyer price listed in the 
MSH Guide. This is quite a bit higher than the listed supplier prices, but it is 
probably in the ball park, as some expensive air freight is going to be necessary 
due to our low stock levels. 


e. US$0.02 per dose of the single pharmaceutical we need is based on old purchase 
orders and invoices for the same drug purchased locally. It takes into 
consideration an expected price increase. 


4. The quantity required for each product in millions of units comes from requirements 
as they were defined in Element I under product mix: IUDs, 0.08 M (80,000); 
condoms, 75 M; OCs, 14 M; injectables, 2.5 M; pharm I, 0.8 M (800,000). 


5. We calculated subtotals (unit price x quantity) so that it would be easy to work out 


fees, freight, and other cost additions referenced in percentages, and later, to 
calculate for ourselves an overall percentage increment of cost over price. Last year, 
this percentage helped us justify our budget requirements to our health minister. He 
had done a little math using prices published by UNFPA and thought we were out of 
line. The numbers we have entered on line 5 of our current worksheet are: IUDs, 
US$440,000; condoms, US$1,500,000; OCs, US$4,900,000; injectables, 
US$3,975,000; pharm 1, US$16,000. 


6. The service and administrative fees we expect to pay to suppliers is based on the 
percentage of value in line 5. Fees anticipated for IUDs are at 1.5 percent; condoms, 
5 percent; and OCs, 1 percent. These estimates are based on information in the Data 
Notes section of the International Drug Price Indicator Guide website. Look for a page 
titled “Price Sources.” No fees should be required for injectables if they come 
directly from a manufacturer. Likewise, no fees should accrue on local retail 
purchases of pharm 1. 


7. We have used a figure of US$1,200 per inspection. (Editor’s note: Inquiry to inspection 
firms should be made on a case-by-case basis.) We think IUDs will probably require 
only one preshipment inspection. Condoms will require six inspections, one for each 
anticipated shipment of 12.5 M pieces. Early on, we found that our warehousing and 
distribution system cannot effectively handle more than 12.5 M condoms at one time, 
so we now divide our annual requirement into multiple shipments of this number or 
fewer. OCs will also require six deliveries, thus six inspections, due to similar 
warehousing and distribution constraints. Injectables can come in one delivery, 
requiring only one inspection. There will be no third-party inspection of 
pharmaceuticals obtained from local retailers. 
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8. UNFPA will have each lot of condoms in each shipment tested to WHO standards 
and charge the cost to us. We estimated this at 9 percent of the price, which falls 
neatly between the 7 and 11 percent commonly quoted. We might have to test OCs 
as well, but to a much lesser extent, so we have estimated that cost at 1.5 percent of 
the price.  


9. We expect to open L/Cs for the OCs and injectables at the local correspondent 
institution of a well-known multinational bank. These will cost about US$1,000 each. 
The condom purchase will not require an L/C, as it will come through the UNFPA 
system, which requires cash in advance. Local importers and traders that will likely 
sell IUDs to us generally want a down payment and will accept the balance “on 
account” in local currency. Local retailers (pharm 1 supplier) are usually paid in cash, 
although some request purchase orders and pay vouchers. 


10. We are basing our freight/insurance obligations on INCOTERMS and a percentage of 
price: 


a. IUDs: The INCOTERM we used (DDP) includes freight costs, so we entered N/A 
(not applicable) in our worksheet.   


b. Condoms: The INCOTERM we used (FOB) does not include freight costs. 
UNFPA will require us to deposit 15 percent of the value of the condoms we 
purchase through them to cover freight; this works out to US$225,000. If there is 
anything left after UNFPA pays our bills, it will be credited back to us. Since we 
have to pay out the money initially, we are including the whole amount in our 
budget request.  


c. OCs: The INCOTERM we used (EXW) does not include freight costs. To 
estimate, we could calculate approximate weights and dimensions, assume the 
OCs will come from Western Europe, and obtain a budget figure from a local 


freight forwarder. But, it was late at night when we did this budget, so we 
decided to use a percentage from the material published on the USAID | 
DELIVER PROJECT website. We chose 6 percent, based on ocean freight and a 
similar destination: US$294,000. 


d. Injectables: The INCOTERM we used (CIF) includes freight costs, so we entered 
N/A in our worksheet. 


e. Pharm 1: The price we used is for local retail supply, so we entered N/A for 
freight. 
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11. We expect to apply for import licenses for OCs and injectables, but not for 


condoms, since our government exempts this product from import fees and taxes as 
part of its strong campaign against HIV/AIDS. Each of the two required import 
licenses will cost US$150. IUDs will be imported as well, but the import license is 
included in local importer pricing (DDP).  


12. We expect to pay a local customs broker about US$900 per shipment to clear our 
condoms, OCs, and injectables. Condoms x 6 shipments = US$5,400; OCs x 6 
shipments = US$5,400; injectables x 1 shipment = US$900. The cost of a customs 
broker for the IUD shipment is included in local importer pricing (DDP). 


13. We are estimating port clearing fees at US$1,500 per shipment based on past 
experience. Condoms x 6 shipments = US$9,000; OCs x 6 shipments = US$9,000; 
injectables x 1 shipment = US$1,500. 


14. We expect to hire private trucks for transporting the OCs and injectables from the 
port to our initial warehousing/distribution center. The government will provide 
transport for our condom shipments at no cost to our budget, as part of its campaign 
against HIV/AIDS. Delivery of each shipment to our initial distribution centers will 
add US$5,000 per shipment, as we must hire trucks. The cost to transport the IUD 
shipment to our initial distribution centers is included in local importer pricing 
(DDP). 


15. A 0.01 percent import tax will be payable on the OCs and injectables: OCs at 
US$490; injectables at US$398. The import tax on condoms is waived due to the 
HIV/AIDS campaign, and it is already included in the local importer pricing for IUDs 
(DDP). 


16. Starting next year—the year our RH commodities will begin arriving—the 
government will begin charging a use tax of 2 percent across the board on goods 


originating outside the country. This is part of a solution worked out with the 
International Monetary Fund to foster financial strength and independence through a 
sustainable tax base. We applied for an exemption on the basis of critical health 
goods, but were denied. However, condoms will be exempt as part of the HIV/AIDS 
campaign. Thus, our budget entries are: IUDs, US$8,800; condoms, exempt; OCs, 
US$98,000; injectables, US$79,500; pharm 1, N/A. 


17. We calculated budget totals for each item: (a) IUDs, US$456,600; (b) condoms, 
US$1,956,600; (c) OCs, US$5,467,740; (d) injectables, US$4,064,648; pharm 1, 
US$16,000. 
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18. We then applied a contingency reserve of 10 percent to each item to cover 
unanticipated deviations and events. UNFPA will require us to deposit a 10 percent 
contingency amount with our advance payment for condoms, so if our current 
budget number is reduced later, we will need to make sure the full 10 percent 
UNFPA contingency amount is still available. Our worksheet entries on the 
contingency are: IUDs, US$45,660; condoms, US$195,660; OCs, US$546,774; 
injectables, US$406,465; pharm 1, US$1,600. 


19. Finally, we calculated a grand total for our worksheet budget: US$13,157,747.  


20. The Director of Reproductive Health reviewed our work and congratulated us on an 
excellent job. She intends to submit our final number to the Minister of Health for 
the department’s annual budget request, but she thinks we should anticipate some 
cuts. 


 


 







 
 
 


Exhibit 4-5 
4 


Worksheet I: Initial Budget (in US dollars) 
1  IUD  Condom  OC  Injectable  Pharm 1   


2 Probable Source Local Importer  UNFPA  Int’l Stocking  Mfg. Direct  Local Ret   


      Supplier/Agency     Total 


             


3 Estimated Price/Unit $5.50  DDP $0.02  FOB $0.35  EXW $1.59 CIF $0.02 N/A  


4 Qty in Millions 0.080 M 75 M 14 M 2.5 M 0.8 M  


5 Subtotal $440,000    $1,500,000    $4,900,000    $3,975,000   $16,000   $10,831,000  


6 Service Fees/Val $6,600  1.5% $75,000  5.0% $49,000  1.0%   N/A  $130,600 


7 Pre shipment Inspection $1200 $1,200 x1 $7,200 x6 $7,200  x6 $1,200 x1 N/A  $16,800 


8 Testing Included  $135,000  9.0% $73,500  1.5%   N/A  $208,500  


9 L/C N/A  N/A  $1,000   $1,000  N/A  $2,000  


10 Shipping and Insur Included  $225,000  15.0% $294,000  6.0% N/A  N/A  $519,000  


11 Import License Included    $150  $150  N/A  $300 


12 Customs Broker $900 Included  $5,400 x6 $5,400 x6 $900 x1 N/A  $11,700 


13 Port Clearing Fees $1500 Included  $9,000 x6 $9,000 x6 $1,500 x1 N/A  $19,500  


14 Delivery $5000 Included  free  $30,000  x6 $5,000  x1 N/A  $35,000  


15 Import Taxes Included  waived  $490  0.01% $398 0.01% N/A  $888  


16 Use Tax $8,800  2.0% waived  $98,000  2.0% $79,500  2.0% N/A  $186,300  


             


17 Total $456,600    $1,956,600    $5,467,740    $4,064,648   $16,000   $11,961,588  


18 Contingency $45,660  10% $195,660  10% $546,774  10% $406,465  10% $1,600  10% $1,196,159  


            $13,157,747  
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Worksheet I: Initial Budget (in US dollars) 
1  IUD  Condom  OC  Injectable  Pharm 1   


19 Grand Totals $502,260  $2,152,260  $6,014,514  $4,471,113  $17,600  $13,157,747 


             


20 BUDGET: $502,260  $2,152,260  $6,014,514  $4,471,113  $17,600  $13,157,747 
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G. Funding and Budget Adjustment: Case 
Study—Part Two 


In many RH commodity procurement situations, there is not enough money to go around, 
whether it pertains to an entire health ministry or to a small nongovernmental organization 
(NGO) being supported by donations, or something in between. When funding is less than 
the budget request, careful choices must be made about where to cut. It may be necessary 
to back up and reassess each element of the program planning phase, including product mix, 
quantities, and delivery dates. Refer back to Exhibit 4-1; the second round is indicated by a 
broken line. Finding additional funds or subsidies is another possible solution.   


What follows is a continuation of the imaginary case study presented in Section F. It 
describes a budget adjustment process that incorporates options mentioned above and 
several others, without reducing the months of coverage yield. It is accompanied by a 
revised budget worksheet (see Exhibit 4-6 on pages 4-32 and 4-33). 


Case Study—Part Two 


1. The Minister of Health has conveyed bad news to our Director of Reproductive 
Health: We must reduce our budget by approximately 20 percent. That amounts to 
more than US$2.6 million! We have decided to go back over our budgeting 
worksheet and play “what if” to find out how close we can get to our target savings 


of US$2,642,532. We will look first at big numbers, beginning with the most flexible.   


2. Contingency reserve (line 18): Clearly, we cannot entirely delete our contingency 
reserve of approximately US$1.2 million, as UNFPA will require us to deposit 
US$200,498 with our advance payment, and we need to keep something for 


fluctuation in the other products. We decide to reduce the contingency reserve on 
other items to 2 percent, for a savings of US$800,523.   


3. Product mix: Next, we asked our program specialists if they can find any flexibility in 
the product mix or quantities they had projected for us, especially in the two highest 
expenditure groups—OCs and injectables. They are aware that injectables are much 


more expensive than OCs for the same coverage and had planned to begin shifting 
away from them as much as possible next year. Given our current budget problem, 
they agreed to move up the start of their campaign by 1 year, reducing injectables by 
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500,000 units and increasing OCs by the same amount (line 4). This will net a savings 
of US$619,950.   


4. Inventory: The inventory situation for injectables looks better in light of the new 
plan. If procurement takes place promptly, air freight will probably not be required, 
allowing us to estimate a lower cost. We originally used a median buyer price from 
the MSH International Drug Price Indicator Guide to estimate for injectables, but now 
we are looking at what we could “save” budget-wise if we use the “Highest supplier 
price” from the guide instead. A difference of US$0.43 per unit x 2 M units = 
US$860,000! Cost additions calculated as a percentage on our worksheet (such as 
shipping and tax) will net a bit more savings as well when we refigure the numbers, 
but we will need to change the INCOTERM for injectables from CIF (which includes 
freight costs) to EXW (which does not include freight costs), for an add-back for 


estimated freight.   


5. Probable source: After realizing such a big savings by switching the supplier 
assumption for injectables, we searched for other possibilities. We originally used 
local importer pricing for IUDs (US$5.50 DDP), since the government had requested 
us to use local businesses whenever possible. But, in comparing the local importer 
price against the supplier pricing in the Guide, we can see strong justification for going 
outside our local marketplace. Using a high median price of US$3.16 EXW, we can 
“save” at least US$2 per unit x 80,000 units = US$160,000! Of course, we will need 
to add back freight and other costs the local importer would have paid. 


6. Donation: We are feeling very lucky. A bilateral donor has just offered to provide us 
with 250,000 cycles of WHO-prequalified OCs to help us meet our target coverage 
for next year. That is worth almost US$100,000. It could not come at a better time! 


7. Final strategy: We will let the remaining deficit of US$191,095 stand and wait until 


later in the year to see how things go budget-wise before deciding how to cover it. In 
the mean time, we will write the OC contract for around 90 percent of the 
estimated requirement (which will keep us within budget) and include a provision for 
increasing the quantity by 10 percent at the same price.   


8. Back-up plan: It is unlikely that the entire freight and contingency amounts we will 
pay in advance to UNFPA for condoms will be fully utilized. UNFPA frequently settles 
these accounts in goods rather than cash refunds, so we could request our credit 
balance in OCs. 
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9. Safety net: If we write every contract with a clause that allows us (the purchaser) a 
quantity fluctuation of plus or minus 10 percent (or 15 percent), we could transfer 
part of the commodity requirement to the following year’s budget.  
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Worksheet 2: Revised Budget—"What If?" (in US dollars) 
1  IUD  Condom  OC  Injectable  Pharm 1   


2 Probable Source Local Importer  UNFPA  Int’l Stocking Mfg. Direct  Local Ret   


      Supplier/Agency     Total 


      plus 250K donation in kind     


3 Est Price/Unit $3.16  EXW $0.02  FOB $0.35 EXW $1.16 FOB $0.02 N/A  


4 Qty in Millions 0.080 M 75 M 14.5 M 2 M 0.8 M  


5 subtotal $252,800    $1,500,000   $5,075,000   $2,320,000   $16,000   $9,163,800 


6 Service Fees/Val $3,792  1.5% $75,000 5% $50,750 1%   N/A  $129,542 


7 Preshipment Inspection $1200 $1,200 x1 $7,200 x6 $7,200 x6 $1,200 x1 N/A  $16,800 


8 Testing $3,792  1.5% $135,000 9% $76,125 1.5%   N/A  $214,917 


9 L/C $1,000  N/A  $1,000  $1,000  N/A  $3,000  


10 Shipping and Insur $15,168  6% $225,000 15% $304,500 6% $139,200  6% N/A  $683,868 


11 Import License $150     $150  $150  N/A  $450 


12 Customs Broker $900 $900  x1 $5,400 x6 $5,400 x6 $900 x1 N/A  $12,600 


13 Port Clearing Fees $1500 $1,500  x1 $9,000 x6 $9,000 x6 $1,500 x1 N/A  $21,000 


14 Delivery $5000 $5,000  x1 Free  $30,000  x6 $5,000  x1 N/A  $40,000 


15 Import Taxes $25  0.01% Waived  $508 0.01% $232  0.01% N/A  $765 


16 Use Tax $5,056  2.0% Waived  $101,500 2% $46,400  2% N/A  $152,956 


            $10,439,698 


17 Total $290,383    $1,956,600   $5,661,133   $2,515,582   $16,000   $10,439,698 


18 Contingency $5,808  2% $195,660 10% $113,223 2% $50,312  2% $320  2% $365,323 
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Worksheet 2: Revised Budget—"What If?" (in US dollars) 
1  IUD  Condom  OC  Injectable  Pharm 1   


19 Adjusted Totals $296,191  $2,152,260  $5,772,454  $2,565,894  $16,320  $10,803,119 


 Original Totals $502,260  $2,152,260  $6,014,514  $4,471,113  $17,600  $13,157,747 


 Savings $206,069  $0  $242,060  $1,905,219  $1,280  $2,354,628 


             


      Target Savings: $2,642,532     $287,904 


            Deficit 
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H. Procurement Requisition: Case Study— 
Part Three 


Once a final budget is confirmed and funded, it is time for the RH program unit to produce 
a document that will accurately inform purchasing activity to follow. A formal, written 
procurement requisition: 


• Reflects decisions made during program planning, including procurement options. 


• Communicates requirements and preferences. 


• Authorizes purchasing activity. 


• Assigns purchasing responsibility to a specific unit or division (if not already pre-
assigned). 


• Establishes timeline parameters (start and end dates). 


Two cautions should be observed at this critical linkage between program planning and the 
procurement process:  


1. Set a Realistic Delivery Schedule 
A public-sector competitive procurement process can typically require 8 to12 months from 
receipt of funding to products received, and sometimes longer, depending on complexity, 
value, and number of approvals required. Exhibit 4-7 identifies the approximate range of 
time that may be required by the major activities in the procurement process, from 
procurement planning to shipping and receipt. Please note that these steps are part of an 
overall process that can typically take 12 to 18 months. See Module 5 for more information 
about timeline development.   
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Exhibit 4-7   


Representative Timeline for Public-Sector Procurement Process Activities 


Process step Minimum time Maximum time 
Release of funding   


Finalization of bidding documents 2 weeks 4 weeks 


Bidder development of proposal 6 weeks 8 weeks 


Evaluation and selection 4 weeks 6 weeks 


Approval 2 weeks 4 weeks 


Contract award 2 weeks 4 weeks 


Manufacturing 8 weeks 12 weeks 


Shipping 4 weeks 6 weeks 


Contingency period 4 weeks 8 weeks 


Total time required 8 months 12 months 


2. Communicate Source-Neutral Requirements 
The request form should not reveal any likely source of goods derived through pricing and 
costing exercises, or mention a specific supplier. Good public-sector procurement practice 
requires fair competition based on source-neutral requirements. In the private sector, 
however, it is not unusual to find suggested sources included with procurement requests. 


RH procurement almost always involves contraceptives with varying characteristics. For the 


sake of clarity, this learning module uses an “Item Procurement Requisition” for each 
product and a “Summary Procurement Requisition” to combine all the item requests 
assigned to a particular procuring entity. (Corresponding item requests should be attached 
to the summary.) The item request form can also be used for multiple products with similar 
characteristics. Each item request provides a reference price. The summary request, on the 
other hand, provides an estimated cost and an approved budget amount for the various 
individual items in the summary. Both require an authorizing signature. Blank forms for each 
can be found in the reference section (Section I, Forms I-1-b and I-1-c). 


What follows is the conclusion of our imaginary case study. It narrates the development of 
an Item Procurement Requisition using a requirement for OCs. Exhibit 4-8 on pages 4-40 
and 4-41 is a completed Item Procurement Requisition form constructed around the case 
study. Its lines are numbered for easy cross-reference to the commentary. 
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Case Study—Part Three 


1. We will assign this procurement activity to our own RH Procurement/Logistics Unit, 
as it has had some experience with purchasing contraceptives from international 
sources.  


2. Our name. 


3. The date we entered here is the date the procurement requisition is written. 


4. Emily Risari is our liaison with the RH Procurement/Logistics Unit. She has been 
through several budget cycles in this capacity and will be available to answer any 
questions the procurement officers may have about our requirements. She will also 
monitor progress and let us know if we should expect any problems with delivery 
dates.   


5. Emily’s telephone number. 


6. We are entering just one product in the item list—our Stock Reference #C-54, Oral 
Contraceptive in Single-Cycle Packets. We have reduced our quantity requirement, 
per budget shortfalls, to 14.25 M units. The reference price we are giving the RH 
Procurement Unit (US$0.35) does not include freight, fees, or taxes. 


7. Our item description is very short; we only need enough here to identify the 
procurement.   


8. No. We are not yet ready to submit the full technical specification; however, it is 
critical to us because it will become part of the contract and spell out exactly what 
we expect to receive, nothing more, nothing less. It will describe the packaging we 
want, as well as all printing and patient inserts. This year, we are changing the 
package design a little and adding some multilingual instructions. These changes have 
to be approved at several levels (including our NRA), and we are waiting for 
approval. It should arrive within 2 weeks.  


9. We provided estimated weights and dimensions for two reasons: (a) freight 
estimating—particularly inland freight, as we will need to hire trucks; and (b) 
warehouse planning. We obtained our figures from the USAID | DELIVER PROJECT 
website’s “Contraceptive Fact Sheets.” 


10. Yes. It is important for the procurement unit to know that an import license will be 
required, so it can be mentioned in the bidding documents. 
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11. Yes. We are always concerned about protecting ourselves from poor-quality or 
dangerous products. WHO recently established a prequalification program that 
examines specific products and manufacturers and lists those that meet its criteria. 
This is one way of helping to ensure quality, so we are requiring it for any OC 
offered to us. 


12. Yes. We want to make sure everything looks acceptable before shipments leave the 
manufacturer, so we now require preshipment inspection. These are visual checks to 
make sure there are no slip-ups in printing, packaging, quantities, documents, etc. 
Before we started doing this, we experienced a stock-out while waiting for 
replacement goods, an exercise that took 4 months.  


13. To be determined. We probably will not need preshipment testing since we are 
requiring WHO prequalification. But, we want to make this decision later, after bids 


are evaluated.  


14. Yes. OCs are regulated by NRAs worldwide, including our own.  


15. 14.25 M OC cycles is far too much for our warehousing facilities to handle at one 
time, so we are dividing the annual requirement into six deliveries spaced 2 months 
apart. Two of the six deliveries can go directly to regional warehouses, and we will 
schedule these in the middle to give our distribution system a chance to make room 
for additional stock at the central level—all practical decisions. The question is: 
When should the deliveries start? One consideration is the length of time required 
between initiation of procurement activity (now) and the first delivery. We know it 
will take about 8 months before any delivery is possible. The second consideration is 
stock-on-hand—how long it will last. The RH logistics team estimates about 12 
months. That works out to 8 months for delivery plus 4 months of buffer stock. This 
is just about right, so we will target the first delivery for March 1, 2008 (8 months 


from now). 


16. No. We will not accept partial shipments. We do not want to do business with 
suppliers that cannot provide enough product to meet our six-part delivery schedule. 


17. “Ship to” reflects our full legal identification: Ministry of Health, Republic of Dharma 
[fictitious name], and Directorate of Reproductive Health.  


18.  “Ship via”: We specified ocean carrier to our main port as the most likely and most 
economical choice, although we may amend this later, after a supplier is chosen. 
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19. Special handling requirements: Heat and moisture can damage OCs. If we do not 
indicate a requirement, our goods may end up on an unprotected deck of a cargo 
ship in rough waters.  


20. Shipping marks help identify specific cargo at the receiving warehouse as well as in 
transit. Generic names and expiry dates are especially helpful when dealing with 
pharmaceuticals. 


21. Notify party and contact information: Emily’s name and contact information are on 
this line, as she will coordinate the customs clearing and receiving activities for us. 


22. We will pay for these goods with a commercial L/C. That allows us to earn interest 
on our funds up until the supplies are shipped and the L/C is paid. It also provides us 
with a tool for enforcing quality standards as well as the shipping schedule. 


23. The INCOTERM we prefer is CIP, meaning carriage (freight) and insurance costs are 
paid by the seller. (For bidding and contract purposes, they are included in the price 
of the goods.)  


24. Procurement options: We think competitive bidding is going to result in the best 
price. And our government regulations require it for contracts in excess of 
US$500,000—a threshold we far exceed on this procurement. 


25. Source of funding: Last year, we worked with World Bank credits, but we have 
“graduated.” This year, we will purchase OCs with government revenue funds. We 
think the experience of working under strict World Bank procurement guidelines will 
contribute to a successful procurement this year.  


26. Applicable regulations: Our own Public Procurement Regulations 2002 are quite 
similar to the World Bank’s procurement guidelines, so there should be very little 
adjustment necessary. They are both based on widely held standards for good public-


sector procurement. 


27. Foreign exchange is available, but it will need to be reserved early in the 
procurement process. This is an important issue for us because there was a time 
when we did not have access so we could not purchase goods from the international 
marketplace. Emily is aware of the current circumstances and will begin facilitating 
the necessary conversion immediately. 


28. Special instructions: (a) We want to review the draft bidding documents and approve 
them before they are made available to potential suppliers. We will also take this 
opportunity to have a technical expert review the specifications one more time. (b) 
Because our budget for OCs is a little less than we think we will need, we want the 







4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-39 


option of deferring a portion of the requirement to the next budget year. Thus, the 
contract should allow +/- 10 percent quantity fluctuation. 


29. Signatures: The Director of Reproductive Health must authorize any procurement 
more than US$500,000, so her signature will appear on this line. 


30. We will fill out an Item Procurement Requisition for each of the remaining four 
commodities we plan to assign to the RH Procurement/Logistics Unit and combine all 
five into a Summary Procurement Requisition. The summary request will include an 
approved budget for the five items. 
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Exhibit 4-8  


Completed Item Procurement Requisition 


PROCUREMENT REQUISITION 
 


(1) To: RH Procurement/Logistics Unit 
 
(2) Program Submitted By: RH Program Planning Unit  
 
(3) Date: July 1, 2009 
 
(4) Program Contact Person: Emily Risari  
 
(5) Program Contact’s Telephone, Fax, Email: 62 74390 (tel), 62 74369 
(fax), erisari@moh.gov 
 
(6) Item: 


Product Name ID # Unit 
Unit of 
Measure Quantity 


Reference 
Price* 


Total 
Cost 


Oral 
Contraceptive C-54 Cycle 


Packet Each 14.25M US$0.35  US$4,987,500 


 *with freight, fees, taxes 
(7) Item Description: [short version]  
     Combined estrogen/progestin low-dose monophasic oral    
     contraceptive. Each monthly packet shall contain 28 tablets (28 days);    
     7 tablets shall contain ferrous fumarate (iron).  


  
(8) Full Technical Specification Attached: No      


 If “No,” Current Disposition and Date Expected:  
 Awaiting review/approval of technical expert—due July 15, 2009 
 
(9) Estimated Weight/Dimensions /100 Units: 1.52#; 0.1175 cu. ft.  
 
(10) Import License Required: Yes 


 
Quality Assurance Provisions:  
(11) WHO Prequalification Required? Yes 
 
(12) Preshipment Inspection Required? Yes 
 
(13) Preshipment Testing Required?  To be determined 
 
(14) Regulatory Licensing Required?  Yes 
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(15) Delivery Schedule: 
 Number of Deliveries: 6 


Date  Quantity   Location/Ultimate Consignee 
1. 3-1-09  2.375 M  Central Warehouse 
2. 5-1-09  2.375 M  Central Warehouse 
3. 7-1-09  2.375 M  Regional Warehouse 


 4. 9-1-09  2.375 M  Regional Warehouse 
 5. 11-1-09 2.375 M  Central Warehouse 
 6. 1-1-10  2.375 M  Central Warehouse 


  
(16) Partial Shipments Allowed? No 
  
Shipping Instructions: 
(17) Ship To: Ministry of Health, Government of Dharma [fictitious name] 
(18) Ship Via: Ocean Carrier to Port of Dharma, Republic of Dharma 
(19) Special Handling Requirements: Protect from heat and moisture   
(20) Shipping Marks: Generic Name; Contract No.; Lot No.; Expiry Date  
(21) Notify Party and Contact Information: Emily Risari; Phone: 62 74390 


 
(22) Payment Terms Authorized: Letter of credit (open at First National 
Bank) 
 
(23) Preferred Delivery Terms: CIP Port of Dharma 
 
(24) Procurement Option(s) Authorized: Competitive Bidding   
 
(25) Source of Funding: Government Budget 


  
(26) Applicable Regulations/Guidelines:  
       Public Procurement Regulations 2002 
 
(27) Foreign Exchange Available? Yes 


  
(28) Special Instructions: 


 a. Submit bidding documents draft to Emily Risari for approval prior to 
release 


 b. Contract to allow for +/- 10 percent quantity fluctuation 
 
________________________________________________________ 


 
Procurement authorized by: ____________________ Date: _________ 
 
Authorizing signature: _______________________________ 


 







4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-42 


I. Reference Material 


1. Checklists and Forms 
a. Budgeting Information Summary   


This form incorporates basic information needed for budget development and provides a 
way to keep track of what is currently on hand and what is yet to be gathered for each item. 
It is an example only; individual countries and organizations should modify it to suit their 
individual circumstances.  


Form I-1-a 


Budgeting Information Summary 
Item: 


Budget Year: 


Quantity: 


Delivery Date(s): 


CHECKLIST 


  Comments 


Specifications—Clear and Complete   


Procurement Options Indicated   


Old Invoices Available?   


Preshipment Inspection Probable?   


Preshipment Testing Probable?   


Letter of Credit Likely?   


Taxes Payable?   


Import License Required?   


Regulatory License Required?  


Customs Broker Required?  


Port Clearing Fees Applicable?  


PRICING VARIABLE ASSESSMENT 


 Y N Comments 


Discounted Pricing Available?    


Quantity Discount Possible?     


Distribution Tier(s) Available (circle)  1   2   3   4 
Special Instructions  


(loan agreements on source, government requests, etc.) 
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b. Item Procurement Requisition 


This form transmits requirements and information from the requesting unit to the procuring 
entity. It represents a critical link between the program planning phase and the procurement 
process phase of RH supply for a single item.   


Form I-1-b 


PROCUREMENT REQUISITION 
 


To:  
 
Program Submitted By:  
 
Date:  
 
Program Contact Person:  
 
Program Contact’s Telephone, Fax, Email:  
 
 
Item: 


Product Name ID # Unit 
Unit of 
Measure Quantity 


Reference 
Price* 


Total 
Cost 


      
 
 
 


 *with freight, fees, taxes 
1. Item Description: [short version] 


 
 
 
 
 
Full Technical Specification Attached:  Yes No     [circle one] 
If “No,” current disposition and date expected: 


 
 


Estimated Weight/Dimensions /100 Units:  
 
Import License Required:  Yes No [circle one] 
  


2. Quality Assurance Provisions:  
  WHO Prequalification Required? Yes No     [circle one] 


Preshipment Inspection Required? Yes No     [circle one] 
 Preshipment Testing Required? Yes No     [circle one] 
 Regulatory Licensing Required?   Yes No     [circle one] 
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3. Delivery Schedule: 
Number of Deliveries: ____ 


Date  Quantity   Location/Ultimate Consignee 
1. 
2. 
3. 


  
 Partial Shipments Allowed?     Yes   No [circle one] 


 
4. Shipping Instructions: 


Ship To:  
Ship Via: 
Special Handling Requirements: 
Shipping Marks:  
Notify Party and Contact Information:  
 


5. Payment Terms Authorized: [circle one or more] 
L
   
etter of Credit (open at xxx bank) Open Account 


C
   


ash in Advance (United Nations agency only)  Down Payment 


Other [explain]: 
 


6. Preferred Delivery Terms: [INCOTERM] 
 


7. Procurement Options Authorized: [circle one or more] 
Competitive Bidding  United Nations Agency 


  


Catalog Supply Service  Other [explain] 
 


8. Source of Funding: 
Applicable Regulations/Guidelines: 


 
 
 
9. Foreign Exchange Available? Yes No [circle one] 


 
10. Special Instructions: 


[Example: 
Submit bidding document draft to xxxx for approval prior to release 
Contract to allow +/- 10 percent quantity fluctuation] 
 
_________________________________________________________ 


 
Procurement authorized by: _____________________ Date: _________ 
 
Authorizing signature: _______________________________ 
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c. Summary Procurement Requisition 


This form combines single-item requirements assigned to a particular procuring entity with 
an approved budget amount.  


Form I-1-c 
 


SUMMARY PROCUREMENT REQUISITION 
 


Multiple Items Per Attached Form 
 


Date: Project Reference: 
Submitted By: Source of Funding: 
 Budget Year: 
Approved By: [signature] Accounting Reference: 
 Budget Available: 
Items:  


 Product Name ID # Quantity Unit Total Est. Cost 
1      
2      
3      
4      
5      
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2. Documents 
a. Summary of INCOTERMS  


Several other documents are mentioned in the text, but they are not necessary for 
price/cost estimating.  


 


INCOTERMS SUMMARY 


 


A. Group E: Departure Term 
1. EXW (ex-works)…named place: The buyer bears all costs and risks 


involved in taking the goods from the seller’s premises to the desired 
destination.   


B. Group F: Shipment Terms—Main Carriage Paid By Buyer  
2. FCA (free carrier)…named place: The seller fulfills its obligation to deliver 


when it has handed over the goods, cleared for export, into the charge of 
the carrier named by the buyer. 


3. FAS (free alongside ship)…named port of shipment: The seller fulfills its 
obligation to deliver when the goods have been placed alongside the 
vessel on the quay (wharf) or in lighters at the named port of shipment. 
From that moment, the buyer bears all costs and risks of loss of or 
damage to the goods. 


4. FOB (free on board)…named port of shipment: The seller fulfills its 
obligation to deliver when the goods have passed over the ship’s rail at 
the named port of shipment. From that moment on, the buyer bears all 
costs and risks of loss of or damage to the goods. 


C. Group C: Shipment Terms—Main Carriage Paid By Seller  
Under Group C terms, there are two critical division points, one for the division 
of costs, the other for the division of risks. Costs are assumed by the seller 
until the destination point. Risks are transferred to the buyer at the point of 
shipment. 


 
5. CFR (cost and freight)…named port of destination: The seller pays the 


costs and freight necessary to bring the goods to the named port of 
destination, but the risk of loss or damage to the goods, as well as any 
additional costs due to events occurring after the time the goods have 
been delivered on board the vessel, is transferred from the seller to the 
buyer when the goods pass the ship’s rail in the port of shipment. 
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6. CIF (cost, insurance, and freight)…named port of destination: The seller 
has the same obligations as under CFR but with the addition that it has to 
procure marine insurance against the buyer’s risk of loss of or damage to 
the goods during the carriage.   


7. CIP (carriage and insurance paid to)…named place of destination: The 
seller has the same obligations as under CIF but with the addition that 
the seller has to procure cargo insurance against the buyer’s risk of loss 
of or damage to the goods during the carriage.  


D. Group D: Arrival Terms 
8. DAF (delivered at frontier)…named place: The seller fulfills its obligation 


to deliver when the goods have been made available, cleared for export 
at the named point, and placed at the frontier, but before the customs 
border of the adjoining country.   


9. DES (delivered ex ship)…named port of destination: The seller bears all 
the costs and risks involved in bringing the goods to the named port of 
destination.   


10. DEQ (delivered ex quay)…named port of destination: The seller bears all 
risks and costs involved in bringing the goods to the named port of 
destination and discharging the goods on the quay, including duties, 
taxes, and other charges of delivering the goods thereto. 


11. DDU (delivered duty unpaid)…named place of destination: The seller 
bears costs and risks involved in bringing the goods thereto (excluding 
duties, taxes, and other official charges payable upon importation), as 
well as the costs and risks of carrying out customs formalities.   


12. DDP (delivered duty paid)…named place of destination: The seller bears 
risks and costs, including duties, taxes, and other charges of delivering 
the goods thereto. 
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3. Websites 
a. The International Drug Price Indicator Guide  


This guide has been published by MSH since 1986 and provides a spectrum of prices from 
pharmaceutical suppliers and procurement agencies (such as the IDA Foundation) based on 
their current catalogs or price lists. It also contains prices obtained from international 
development organizations and government agencies. 


Look up drug/contraceptive prices at http://erc.msh.org/mainpage.cfm?file=1.0.htm&module 
=DMP&language=English. 


Alternatively, you can order the 2008 guide on CD-ROM at http://www.msh.org/resource-
center/ebookstore/product.cfm?p=33. 


b. Cost-Estimate Strategy for Reproductive Health Commodity Management 


The Health Manager’s Toolkit, produced by MSH, includes a cost-estimating document. 
Description and ordering information are available online at http://erc.msh.org/mainpage. 
cfm?file=4.10.htm&module=toolkit&language=English. 


c. Reproductive Health Interchange (RHInterchange) of the Reproductive 
Health Supplies Coalition 


The Reproductive Health Supplies Coalition is a global partnership of public, private, and 
nongovernmental organizations dedicated to ensuring that all people in low- and middle-
income countries can access and use affordable, high-quality supplies to ensure their better 


reproductive health. Quantity and value information for donor-supported contraceptives 
can be found at http://www.rhsupplies.org/resources/rhinterchange.html.  


d. United Nations Web Buy  


This procurement portal maintained by the Inter-Agency Procurement Services Office 
provides benchmark prices for cost comparison of local markets. It includes Global Fund to 
Fight AIDS, Tuberculosis and Malaria drugs and health care equipment, but is not applicable 
for contraceptives, except—possibly—condoms. Users must register to use the site. Enter 
through https://www.unwebbuy.org/. 


e. USAID | DELIVER PROJECT  


The USAID | DELIVER PROJECT website is a source for multiple types of information about 
contraceptives provided by USAID:  


• USAID contraceptive catalog: brand names, prices, and basic specifications. 



http://erc.msh.org/mainpage.cfm?file=1.0.htm&module%0B=DMP&language=English

http://erc.msh.org/mainpage.cfm?file=1.0.htm&module%0B=DMP&language=English

http://www.msh.org/%0Bresource-center/ebookstore/product.cfm?p=33

http://www.msh.org/%0Bresource-center/ebookstore/product.cfm?p=33

http://erc.msh.org/mainpage.%0Bcfm?file=4.10.htm&module=toolkit&language=English

http://erc.msh.org/mainpage.%0Bcfm?file=4.10.htm&module=toolkit&language=English

http://www.rhsupplies.org/resources/rhinterchange.html

https://www.unwebbuy.org/
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• Freight as a percentage of commodity value. 


• Basic information by type, including recommended storage conditions, visual 
indicators of potential quality problems, special considerations (such as do not 
expose to direct sunlight or florescent light), donors, manufacturer/brand/shelf life, 
primary/secondary packaging presentation, units per shipping carton, dimensions 
and weights of shipping cartons. 


• Average shipping lead time by air and by ocean.  


• The site location on the Internet is http://www.deliver.jsi.com. It requires a login. 
Users register and are granted access depending on their role and the information 
they require.  


f. Policy and Programming Options for Reducing the Procurement Costs of 
Essential Medicines in Developing Countries  


Information about hidden costs: Levison L, Boston University School of Public Health; 2003. 


http://dcc2.bumc.bu.edu/richardl/IH820/Resource_materials/Web_Resources/Levison-


hiddencosts.doc  


g. Inspection and Testing 


The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/UNFPA/Joint United Nations Programme on HIV/AIDS [UNAIDS], 
2003)   
This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of quality assurance for condoms 
consistent with high-volume purchases, the needs of different populations, harsh 
environmental conditions, and the probability of less-than-ideal storage conditions. It 
recommends the prequalification of primary manufacturers and lot-by-lot compliance testing 
prior to shipping condoms from the country of manufacture. The document also provides a 
list of manufacturers and testing laboratories for informational purposes only. Appearance on 
this list does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


 



http://www.deliver.jsi.com/

http://dcc2.bumc.bu.edu/richardl/IH820/Resource_materials/Web_Resources/Levison-hiddencosts.doc

http://dcc2.bumc.bu.edu/richardl/IH820/Resource_materials/Web_Resources/Levison-hiddencosts.doc

http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/





4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-50 


J. Learning Evaluation 


1. What is usually the first step taken in the process of developing a reasonable cost 
estimate for RH commodities? 


2. What types of resources are available for finding RH commodity price information? 


3. What three principal variables normally influence the prices to which an RH purchaser 
has access? 


4. For each of the four distribution tiers for RH commodities, provide an example of the 
type of supplier found at each tier.  


5. In developing a realistic RH commodity budget, what three important questions should 
an RH purchaser ask about distribution tiers? 


6. Identify some of the financial and regulatory issues that can limit an RH purchaser’s 
access to marketplace offerings. 


7. Describe the difference between price and cost. Which is used for budgeting? 


8. What related expenses should be added to “price” to arrive at a cost figure for 
budgeting purposes? 


9. Where can the RH purchaser find freight cost information? 


10. If available funding for RH commodities is less than the original budget request, what 
steps can the RH purchaser take to bring the budget closer to the available funding? 


11. Once a final budget is confirmed and funded, what purposes does preparing a formal, 
written procurement requisition serve? 


12. What two cautions should the RH purchaser keep in mind in preparing a procurement 
requisition? 
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Learning Evaluation Answers 
1. Pricing research is the important first step taken in the process of developing a 


reasonable cost estimate. See Section D. 


2. The most current pricing information can be found on the Internet. The MSH 
International Drug Price Indicator Guide and the Reproductive Health Interchange are two 
excellent sources of information on RH commodity pricing. See Sections D.1 and I.3.c. 


3. Distribution tier, market segment, and quantity are the three principal variables that 
influence prices an RH purchaser will obtain. See Section D.3. 


4. For each of the four distribution tiers for RH commodities, provide an example of the 
type of supplier found at each tier.  


 (Exhibit 4-4) 


Distribution Tiers for RH Commodities 


Top Tier 
International manufacturers—Direct 


Local manufacturers—Direct                           


 


Second Tier 
Regional/national representatives of international manufacturers 


Authorized local agents of international manufacturers 
International high-volume suppliers that maintain warehouses 


International agencies that negotiate prices and place orders for client organizations 
Authorized representatives of local manufacturers 


 


Third Tier 
Local traders 


Local stocking dealers 


 


Bottom Tier 
Retail outlets 
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5. The three important questions to ask about distribution tiers are: 


• Which marketplaces (distribution tiers) offer each product?  


• Which marketplaces are available to us? 


• Which marketplaces could present a risk to product quality and safety?  


See Section D.3.a. 


6.  Financial issues include the availability of foreign exchange, restrictive funder 
requirements, and a multitude of credit issues. Regulatory issues include restrictions on 
products that are not already registered, as well as national trade barriers, such as 
limitations on importing products where national manufacturers exist. See Section D.3. 


7. Price and cost are two different things. Price is what the seller asks for an item. Cost is 
what the purchaser ultimately pays for the item, delivered to its facility. Cost—not 
price—is used for budgeting. See the introduction to Section E. 


8. If not already included, freight and insurance expenses need to be estimated and added 
to the representative pricing chosen for budget estimates. INCOTERMS indicate which 
pays, the buyer or the seller. Freight costs are based on weight and dimensions of the 
cargo, modality (air, ocean, or truck), and distance. Insurance costs are based on value, 
modality, distance, and extent of coverage desired. See Section E.1. 


9. Freight as a percentage of commodity value for both air and ocean shipments from the 
United States to various destinations around the world can be found on the USAID | 
DELIVER PROJECT website. The site location on the Internet is http://www.deliver.jsi. 
com.  


 For commodities purchased through a United Nations agency, ocean/surface shipping 
and insurance costs are estimated at a rate of 15 percent of the value of the goods. See 
Section E.1. 


10. In many RH commodity procurement situations, there is not enough money to go 
around, whether it pertains to an entire health ministry or to a small NGO being 
supported by donations, or something in between. When funding is less than the budget 
request, careful choices must be made about where to cut. It may be necessary to back 
up and reassess each element of the program planning phase, including product mix, 
quantities, and delivery dates. Refer back to Exhibit 4-1; the second round is indicated by 



http://www.deliver.jsi.%0Bcom/

http://www.deliver.jsi.%0Bcom/





4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-53 


a broken line. Finding additional funds or subsidies is another possible solution. See the 
introduction to Section G. 


11.  A formal, written procurement requisition serves to: 


• Reflect decisions made during program planning, including procurement 
options. 


• Communicate requirements and preferences. 


• Authorize purchasing activity. 


• Assign purchasing responsibility to a specific unit or division (if not already 
preassigned). 


• Establish timeline parameters (start and end dates). 


 See Section H. 


12. Two cautions should be observed at this critical linkage between program planning and 
the procurement process:  


• Set a realistic delivery schedule. 


• Communicate source-neutral requirements to allow for fair, unbiased 
competition.  


See Sections H.1 and H.2. 







4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-54 


K. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Percentage of major RH commodities (e.g., IUDs, condoms, OCs, etc.) in which 
pricing research was conducted to estimate the budget. 


2. Percentage of times the cost estimate identified and incorporated all other related 
cost expenses (e.g., freight and insurance, fees and commissions, inspection and 
testing, or taxes) for RH focus products. 


3. The delivery schedule proposed for the budget estimate incorporates factors such 
as stock-on-hand, rate of consumption, and warehouse space. 


4. A process exists to manage budget reductions, and the basis for the reduction 
decisions is documented.  


5. Accuracy of the cumulative procurement plan budgetary cost estimates for all RH 
focus products compared to actual contract product costs. 
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L. Glossary and Acronyms 


Agent A supply term for an independent contractor 
authorized by a manufacturer to promote and 
sell the manufacturer’s products within a 
designated geographic area. Often, an agent will 
contract to represent several manufacturers of 
noncompeting products. 


AIDS Acquired Immunodeficiency Syndrome. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


CFR Cost and freight: Title and risk insurance cost 
pass to buyer when delivered on board the ship 
by seller, which pays the transportation cost to 
the destination port. 


CIF Cost, insurance, and freight: Title and risk pass to 
buyer when delivered on board the ship by seller, 
which pays transportation and insurance costs to 
destination port. 


CIP Carriage (freight) and insurance paid to: Costs 
paid to the named destination by the seller. Title 
and risk pass to buyer when delivered to carrier. 


  


 







4 Budget, Funding, and Procurement Requisition 
 


Procurement Capacity Toolkit 4-56 


Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing A methodology of prescribed inspection and 
testing procedures applied to a product to 
ensure the product meets its defined 
specifications and/or performance requirements. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Consumption What individuals and households are able to 
utilize. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Cost What the purchaser ultimately pays for an item, 
delivered to its facility. Cost, not price, is used 
for budgeting. 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


DAF Delivered at frontier: Title, risk, and 
responsibility for import clearance pass to buyer 
when delivered to named border point by seller. 


DDP Delivered duty paid: Title and risk pass to buyer 
when seller delivers goods to named destination 
point cleared for import. 


DDU Delivered duty unpaid: Seller fulfills its obligation 
when goods have been made available at the 
named place in the country of importation. 


DEQ Delivered ex quay (duty paid): Title and risk pass 
to buyer when delivered on board the ship at the 
destination point by the seller, which delivers 
goods on dock at destination point cleared for 
import. 
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DES Delivered ex ship: Title, risk, and responsibility 
for vessel discharge and import clearance pass to 
buyer when seller delivers goods on board the 
ship to destination port. 


Distribution tier A supplier’s position in the chain of entities 
involved in distributing goods to purchasers. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


EXW Ex-works: The buyer bears all costs and risks 
involved in taking the goods from the seller’s 
premises to the desired destination. 


FAS Free alongside ship: Title and risk pass to buyer, 
including payment of all transportation and 
insurance costs, once delivered alongside ship by 
the seller. 


FCA Free carrier: Title and risk pass to buyer, 
including transportation and insurance costs, 
when the seller delivers goods cleared for export 
to the carrier. Seller is obligated to load the 
goods on the buyer’s collecting vehicle. It is the 
buyer’s obligation to receive the seller’s arriving 
vehicle unloaded. 


FOB Free on board: The seller fulfills its obligation 
when the goods pass over the ship’s rail at the 
named port of shipment. 
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Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


GAVI Alliance A global health partnership whose members 
work together to save lives by increasing access 
to vaccines in 70 of the poorest countries around 
the world. 


Global Fund to Fight 
AIDS, Tuberculosis 
and Malaria 


An innovative approach to health financing 
supported by public-private partnership. Offers a 
price-reporting mechanism, quality assurance 
information, and a compliance list. 


GNI Gross national income. 


HIV Human Immunodeficiency Virus. 


IDA Foundation Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists.  


INCOTERMS Rules for interpretation of the most commonly 
used terms in foreign trade to describe how 
goods will be shipped, who is responsible for 
them at each stage of the process, and who pays 
which costs. Published by the International 
Chamber of Commerce. 


Injectable Injectable contraceptive. 


International supply 
service 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished 
or project to be realized. 


IUD Intrauterine device. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
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deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Lot-by-lot Applicable to each manufacturing lot (batch). 


Manufacturer’s 
(Bidder’s) 
representative 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


Market 
segmentation  


The practice of dividing potential purchasers (the 
market) into defined groups (segments) based on 
specific selection criteria. 


Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


MSH Management Sciences for Health: A nonprofit 
international health organization with a mission 
to save lives and improve the health of the 
world’s poorest and most vulnerable people by 
closing the gap between knowledge and action in 
public health. 


N/A (n/a) Not applicable. 


NGO Nongovernmental organization: Usually involved 
in providing services to or alongside government 
entities. Often financed through projects using 
donor funds. 


NRA National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended 
for use in the country are safe, potent, and 
effective. 
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OC Oral contraceptive. 


Offer Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Pay voucher A document authorizing disbursement of cash to 
cover a liability. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Price What the seller asks for an item. 


Private 
procurement agent 


Undertakes a procurement process on behalf of 
a procuring entity using competitive bidding 
procedures and may or may not select the 
winning bid. 


Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Procurement 
requisition 


A document describing what is to be purchased 
and giving authority to do so. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 


Purchase order A commercial document issued by a buyer 
(purchaser) to a seller indicating the type, 
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quantities, and agreed prices for products or 
services the seller will provide to the buyer. 
Purchase orders usually specify additional 
conditions such as terms of payment, 
INCOTERMS for liability and freight 
responsibility, any inspection or testing 
procedures that may be required, and required 
delivery date. 


Quality assurance See Supplementary Topics, Section H: Product 
Quality Assurance. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Shipping term Generally an INCOTERM.  


Specification A definitive description of the commodity to be 
procured. 


Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNAIDS Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
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United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic. 


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


UNICEF United Nations Children’s Fund: A United 
Nations agency working for sustainable human 
development to ensure the survival, protection, 
and development of children. Operates a global 
supply service that contracts with manufacturers 
for large quantities of vaccine and other products 
which it then supplies in smaller quantities to 
individual clients in the public sector on a 
reimbursable, but not-for-profit basis. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


USAID United States Agency for International 
Development: An independent federal 
government agency that receives overall foreign 
policy guidance from the Secretary of State. Its 
work supports long-term and equitable economic 
growth and advances United States foreign policy 
objectives by supporting economic growth, 
agriculture, and trade; global health; and 
democracy, conflict prevention, and humanitarian 
assistance. 


USAID | DELIVER 
PROJECT 


A United States Agency for International 
Development-funded project that strengthens 
supply systems for essential health commodities 
and works to ensure their sustainability. 
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Use tax A tax levied by governments on goods purchased 
elsewhere. Generally paid by the purchaser.  


Value added tax A tax levied by governments on values added 
resulting from an exchange of property; for 
example, from wholesale value to retail value. 
Generally paid by the seller (but passed along to 
the customer via sale price). 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


This module covers Element 2 of the reproductive health (RH) supply process. It describes 
the considerations and processes necessary to develop technical specifications, which will 
help ensure delivery of a high-quality product that best meets the needs of the end user. 
Specification development is the second step in the program planning phase, which begins 
with defining requirements and proceeds with the selection of a procurement method and 
budgeting, after specification development is complete. 


Purchasers of RH commodities are uniquely positioned to ensure the quality of products 
they purchase. The primary tool they use to do this is the technical specification. Well-
written and complete specifications help ensure that purchased products are made with 
high-quality raw ingredients, in current good manufacturing practices (cGMP)-certified 
facilities, tested according to international standards, packaged in compliance with national 
requirements, stored under conditions that do not compromise their quality, and delivered 
to end users in good condition.  


Specifications can be used to define a variety of areas, such as product information (quantity, 
size, color, and registration), manufacturing requirements (standards for raw materials and 
cGMP certification), testing requirements, and packaging and shipping requirements—all 
details that when taken as a whole, ensure product quality and acceptability to the end user. 


While the focus of this module is on specifications, it is important to note the role that 
standards can play in specification development. Standards for products are traditionally 
developed and published by international and national regulatory authorities or standards 
bodies to establish the minimum level of performance and safety requirements for the 
product. Standards also generally specify methods of use when carrying out basic tests for 
quality verification.    


The purchaser can incorporate a standard into a specification by reference to establish the 
minimum level of performance and safety required; however, the purchaser can also 
demand a higher level of product quality by including more detailed quality assurance (QA) 
requirements in the specification.  
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Describe how specifications support the QA process. 


• Cite methods for developing specifications. 


• Develop the format and critical content of specifications. 


• Locate available resources for RH commodity specifications.
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C. Components, Considerations, and 
Challenges 


1. Components 
Each element of RH supply is made up of several components. Most components involve 
activities to be carried out by RH purchasers; others are dependent on activities performed 
by others. 


The main requirements of RH purchasers at Element 2 are: 


• Understanding of international and national quality standards for each RH 
commodity, including international testing requirements. 


• Knowledge concerning national registration status, including expiry dates of current 
registered products and new products under registration. 


• Management of the process to ensure that specifications are complete, 
comprehensive, and accurate, including obtaining input from all relevant 
governmental bodies, technical specialists, and program staff. 


A component of Element 2 that is dependent on the activity of others: 


• Product selection and quantity, as determined in Element 1. 


2. Considerations 


The main considerations for Element 2 are: 


a. Overarching Principles of Quality and Timeliness 


• Safety, efficacy requirements, and QA criteria must be clearly stated in the 
specifications. 


• Specifications must be defined at the front end of the procurement process. Timely 
release of specifications is required to prevent delays in procurement. 


b. Critical Component: Approval of Specifications 


• Without completed and approved specifications, procurement cannot go forward.  


c. Required Input From Other Elements 


• Items, quantities, and delivery dates desired, as determined in Elements I and 4. 
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d. Key Decision Points 


• Methods for development of product specifications. 


• Format and content: product information, QA requirements, and packaging and 
shipping requirements. 


e. Expected Output 


• Completed and approved specifications ready to be included in bidding documents. 


3. Challenges 
Three main challenges are inherent in Element 2: 


• Establishing a clear and effective process for developing specifications that ensures 
participation and approval of all relevant parties. 


• Presenting requirements in a concise, thorough, and easily understood manner. 


• Ensuring that technical specifications are “product neutral” through the use of 
generic terms and relative characteristics. 
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D. Technical Specifications 


Technical specifications are one of the most important elements of procurement: 


• They provide detailed information to suppliers about the goods to be purchased. 


• They are the benchmarks against which the purchaser will judge the technical 
responsiveness of suppliers’ bids. 


• They form the basis for the contractual obligation of the supplier to the purchaser.  


• They are the criteria against which the purchaser will determine the acceptability of 
specific goods prepared by the supplier for shipment.  


Technical specifications must be clear, accurate, and complete; otherwise, the procurement 
will not be able to proceed on schedule and the entire procurement process may need to 
be cancelled. For example:  


• Questions raised by suppliers can force the procuring entity to delay the deadline 
for bid submission to accommodate amendments to the bidding documents. 


• A significant number of suppliers may misunderstand the requirements and quote 
items that do not meet program needs, forcing the procuring entity to reject all 
bids and restart the process. 


• It may be impossible for the evaluation committee to correctly identify a winning 
bid, and if one is chosen for any other reason than what is specifically stated in the 
bidding documents, supplier protests may result.  


• Goods that do not meet program needs may be delivered because the supplier is 
under no obligation to supply goods other than what is specifically described in the 
technical specifications included in the contract. 


Under any of the above scenarios, time and resources will be wasted—at a minimum, the 
delivery schedule will be delayed. More importantly, needs will not be met, legal problems 
may ensue, misprocurement may be declared, and funding may be lost. 


In addition to specifications that are clear, accurate, and complete, public-sector 
procurement requires that specifications be prepared in a way that will encourage maximum 
competition. They must be “product neutral.” In other words, they must use generic terms, 
relative characteristics, and performance requirements rather than brand names and 
superficial descriptions. If there is no way to avoid stating a brand name, it must be followed 
by “or equivalent.” Nonfunctional requirements such as color and exact dimensions must 
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have strong justification and may not be used simply to eliminate all but a specific brand. 
Specifications must be written in industry-standard vocabulary so there is no question about 
what is required.    


A well-designed, comprehensive procurement specification is a health program’s first line of 
protection against: 


• Counterfeit products.  


• Shelf-life limitations: expired or near expiry date products sold at very low prices, 
usually by unscrupulous middlemen.  


• Deterioration due to temperature extremes during transit. 


• Substandard products due to poor manufacturing processes. 


• Mix-ups in warehouses or health facilities due to unclear labeling.  


 







2 Specifications 
 


Procurement Capacity Toolkit 2-8 


E. Methods for Development of Product 
Specifications 


It can be challenging for some procurement units to determine how to develop or obtain 
appropriate specifications, and/or to decide who should prepare them. Considering the 
depth of knowledge and specialized information required for writing effective, unambiguous 
procurement specifications, it is a job best done by a person with specific technical 
expertise. Program staff are aware of their requirements from the standpoint of using a 
product, but they may not be familiar with the scientific terms and product and performance 
characteristics needed to accurately describe it.   


The role of procurement staff in specification development involves gathering information, 
facilitating communication between technical personnel and end users, consulting with 
technical experts, and placing the completed specification in the bidding documents and 
Requests for Quotation that are released to suppliers. Writing the actual specifications is 
not a job for procurement officers.  


Procurement staff also should be aware of the registration status of the RH products they 
are procuring. Most RH products that are imported must be approved by the regulatory 
authority of the exporting country as well as the regulatory authority of the importing 
country. A specification should identify the national regulatory requirements with which the 
RH product will be required to comply. If an RH product has not been approved 
(registered) by the national regulatory authority of the importing country, the time required 
to secure this approval can be significant, and the procurement staff will need to factor 
additional time for regulatory approval into their planning timeline. For additional 
information on the role of the national regulatory authority in the procurement process, see 
Supplementary Topics, Section K: Regulatory Authorities. 


Specifications that have been developed in the past and preserved in a file or database for 
future use are very convenient; however, a technical expert should be asked to review them 
to make sure they accurately and completely reflect the current requirement before they are 
adopted for use in a procurement action. Many draft specifications for RH commodities are 
readily available, either in-country from earlier procurements or provided by the World 
Health Organization (WHO) and the United Nations Population Fund (UNFPA). These can 
provide an excellent starting place. The more challenging aspect may be the organization of 
the development process itself.  
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There is not a single recognized best practice for specifications revision or development, 
although most countries use similar approaches that rely heavily on input from varied 
contributors. A 2006 survey carried out by the United States Agency for International 
Development (USAID) DELIVER | PROJECT identified various methods used to develop 
product specifications in USAID priority countries.1 A theme common to all approaches is 
the inclusion of program staff. The following summarizes the process in select countries: 


Egypt: The logistics unit prepares technical specifications. Typically, the product 
specifications have been in circulation for years and need only be reviewed by 
experts in the particular field. Recently, specifications for family planning products 
were developed with technical assistance from the DELIVER PROJECT.  


Ghana: The procurement and supply division in the Ministry of Health works with 
each program unit (e.g., maternal and child health and tuberculosis) to develop 
specifications. 


Jordan: The contraceptive specification committee—with members representing 
the logistics unit in the maternal and child health department, the Jordan food and 
drug administration, the RH program, and others—are responsible for developing 
contraceptive product specifications. 


Mali: A commission establishes product specifications for all essential medicines. 
The commission meets semiannually and includes representatives from all technical 
departments of the Ministry of Health. 


Nepal: Program managers prepare specifications and quantify needs in 
collaboration with the logistics management division. In some cases—for example, 
malaria drugs—a technical subcommittee is assigned.  


Nicaragua: The Directorate of Health Resources guides all drug and nondrug 
consumables. A technical unit within the directorate works with program staff to 
prepare the specifications.  


The key to a successful process is ensuring that both technical experts and program staff are 
included in the development process and that all parties are given ample time and 
opportunity for clear communication.


 
1 Rao R, Mellon P, Sarley D. Procurement Strategies for Health Commodities: An Examination of Options and Mechanisms 
Within the Commodity Security Context. Arlington, VA: United States Agency for International Development DELIVER 
PROJECT; 2006. 
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F. Format and Content 


Failure to develop accurate specifications can result in the procurement of unsuitable 
products. A set of precise and clear specifications is a prerequisite for bidders to respond 
realistically and competitively to the requirements of the purchaser. The specification format 
should be comprehensive so that all important product features and requirements are 
addressed. The specification content should be clear and accurate to ensure the required 
product obtained is of good quality.    


1. Format 
Potential suppliers are required to comply in full with all stated product specifications. To 
avoid confusion or misunderstanding, specifications should be presented in a manner that 
clearly categorizes and delineates all requirements. Sample specifications showing examples 
of format and presentation are included in Section G of this module. 


2. Content 
Content of technical specifications can be divided into three broad categories: product 
information, QA provisions, and packaging requirements. Specific details to be addressed 
within each category will differ for each commodity; however, the following can be used as a 
general outline.  


a. Product Information 


• Generic name or international nonproprietary name. 


• Presentation, strength, and quantity in each container. 


• Color and size. 


• Regulatory requirements:  


– Certificate of licensing. 


– Compliance with cGMPs. 


– Quality certification of all raw materials. 


– WHO prequalification (if required). 


– Lots per order. 


– Shelf life. 
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b. Quality Assurance Provisions 


• Documentation: all documents, such as manufacturing records and Certificate of 
Analysis, to be provided by the manufacturer. 


• Inspection by the purchaser: the rights and timing for inspection of goods, if 
requested by the purchaser. 


• Sampling procedures: the steps of the product sampling procedure, if requested by 
the purchaser. 


• Sample retention: the manufacturer’s requirements to retain samples from 
manufacturing lots. 


c. Packaging and Shipping Requirements  


• Primary container: requirements of the primary container specific to the 
commodity. 


• Labeling: all information to be included on the product label, including but not 
limited to: 


– Product/brand name. 


– Lot/batch number. 


– Expiration date (month and year). 


– Date of manufacture. 


– Manufacturer’s name and address. 


– Contents and quantity, including tablet formulation (amounts of active 
ingredients per tablet). 


– Drug registration number (if applicable). 


– Brand or company logo. 


– Country of origin. 


• Product information sheets: language, quantity, and placement of product 
information sheets for consumers and physicians. 


• Inner boxes: packaging material, size, and quantity of inner boxes. 


• Exterior shipping cartons: type and strength of cartons necessary to protect 
commodities during shipment. 


• Markings: markings and information required on inner and outer cartons. 
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G. Sample Specifications 


1. Checklist  
 


 


Checklist of Elements for Inclusion in Specifications 
for Pharmaceuticals and Contraceptives 


� Description: Generic name (INN); Type of product; Intended use 


� Formulation (drug content): Pills & Injectables 


� Materials: Condoms & IUDs 


� Presentation: Dosage form; Dosage size 


� Filling Volume (as applicable) 


� Identification (markings): Marking/labeling of product 


� Primary Packaging: Materials and description; Package layout/dimensions; Markings; 
Special labeling/logo (if desired) 


� Overpacking (cartons): Materials and description; Markings 


� Exterior Packing (for shipping): Materials and description; Markings 


� Shelf Life: In months or years; Stability/storage temperature; Months remaining upon 
receipt in-country 


� Printed Materials: Language; Patient inserts; Physician inserts; Special instructions 


� Regulatory Requirements 


� Quality Assurance Requirements: Pharmacopoeia standard (if applicable) 


� Documentation: Test data; Certificate of Analysis; Regulatory certificates 


� Quality Compliance Provisions: Preshipment inspection (of physical attributes); 
Preshipment sampling and testing (for analysis of suspect products) 


INN: International nonproprietary name. 
IUD: Intrauterine device. 
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2. Documents 
Exhibit 2-1 


Sample Technical Specifications: Oral Contraceptives (with visual inspection 
guidelines) 


The following is a sample format for use in devising procurement specifications for oral 
contraceptives. Examples of actual product specifications are in italics. When preparing 
procurement specifications, appropriate product specifications should be substituted for the 
italicized examples. This sample is designed to be used in conjunction with bidding and 
contract documents. 


Information for submission of samples 


The sample oral contraceptives submitted by the Bidder in response to this Invitation for 
Bids must be exactly the same2 as would be supplied if a contract were awarded to the 
Bidder. The packets containing the product need not have a printed logo as stipulated under 
Clause 1.12 of this specification; however, other information as stipulated under the 
aforementioned clause must be furnished. For sample submission only, this information 
(logo optional) may be printed on a sticker and affixed to the packets containing the 
product. 


1. Requirements 


Oral contraceptive tablets in accordance with the following specifications: 


• Twenty-eight (28)-day cycle package consisting of twenty-one (21) oral contraceptive norgestrel 
and ethinylestradiol tablets and seven (7) ferrous fumarate tablets. 


Contraceptive tablets: 21 


Each tablet shall contain 0.03 mg of ethinylestradiol and 0.3 mg of norgestrel. 


Spacing tablets: 7 


Each tablet shall contain 75 mg ferrous fumarate. 


1.1 Product and Brand Names 


Product name: ________________________________________________________ 


Brand names: _________________________________________________________ 


                                                 
2 For example, same tablet shape, color, weight, ingredients, and identification imprint; same blister pack size, material, 
text, and identification markings; same inner box size, material, text, and identification markings. 







2 Specifications 
 


Procurement Capacity Toolkit 2-14 


                                                


1.2 Raw Materials 


Oral contraceptives offered under this purchase description shall be produced from 
validated raw materials obtained from a licensed manufacturer or its authorized distributor.3 


1.3 Registration Requirements 


Oral contraceptives offered under this purchase description shall be currently registered in 
the country of destination and approved by ________________ (local regulatory authority). 


1.4 Certificate of Licensing Status 


Oral contraceptives offered under this purchase description shall be licensed for marketing 
by the drug regulatory authority of the country of origin. Prior to award of the Contract, 
the successful offeror(s) may be required to submit a “statement of licensing status of 
pharmaceutical product(s)” as provided under the World Health Organization (WHO) 
Certification Scheme on the Quality of Pharmaceutical Products Moving in International 
Commerce.4 


1.5 No Objection Certificate 


In the case of goods of foreign origin, oral contraceptives offered under this purchase 
description shall have been awarded a No Objection Certificate by _______________ 
(local regulatory authority) on behalf of any local manufacturer(s) of the importing country. 


1.6 Compliance With Current Good Manufacturing Practices 


The Supplier must be able to provide certification that the oral contraceptives are 
manufactured according to WHO current good manufacturing practices (cGMPs). Such 
certification can be found in the WHO Certification Scheme “Certificate of Pharmaceutical 
Product.” Supplier also must be able to provide copies of its annual cGMP audit reports. 


 
3 Because the raw materials that make up both active and inactive ingredients are of great importance for final product 
bioavailability and stability, current good manufacturing practices require that manufacturers validate vendors for all 
raw materials. A typical validation includes, but is not limited to, these areas: 


• Manufacturing records and procedures for raw materials synthesis, processing, packing, and storage. 
• Quality control records and procedures for the raw materials, in-process, and final product. 
• Plant certification by local regulatory authorities (such as commerce, industry, health, labor, environment) as 


required. 
• Certification of workers’ training in current good manufacturing practices and safety protection. 
• Records demonstrating raw materials with the required physical and chemical characteristics. 


4 Available at: http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/index.html. 
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1.7 WHO Certification—Movement in International Commerce 


The Supplier must be able to provide documentation indicating that the manufacturer of the 
product has received confirmation from the Ministry of Health of the country of 
manufacture that the pharmaceutical meets the requirements in the WHO Certification 
Scheme. 


1.8 Shape and Dimensions 


Tablets shall be of the shape and dimensions of the Bidder’s normal, standard commercial 
tablet. 


1.9 Colors 


Contraceptive and ferrous fumarate (or inert, if applicable) tablets shall be similar to Bidder’s 
normal, standard commercial tablets. 


1.10 Tablet Markings 


Each tablet shall bear the identifying imprint of its manufacturer. 


1.11 Packaging 


1.11.1 Monthly Cycle Presentation 


Each individual tablet shall be enclosed in a transparent blister pack of thermoformed polymer, with 
a minimum thickness of 0.1905 mm (.0075 inch) backed with aluminum foil, minimum thickness 
0.0178 mm (0.0007 inch). Variations must be proven scientifically comparable by means of stability 
data. 


The size of the package shall not be less than 57.15 mm (2.25 inches) x 82.55 mm (3.25 inches). 
Thicker polymer or foil or the addition of a card to either the front or the back of the package (in 
addition to the minimum polymer or foil) is acceptable.  


1.11.2 Mounting 


Tablets shall be mounted on four (4) rows of seven (7) tablets per row. Contraceptive tablets shall 
precede the ferrous fumarate tablets (or inert tablets, if applicable). 


1.12 Identification Markings on Individual Blister Packs 


Each individual blister pack shall have the following information: 


• Product/brand name. 


• Lot/batch number. 
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• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


• Arrow indicating sequence of tablets. 


• Contents and quantity, including tablet formulation (amounts of active ingredients per 
tablet). 


• Drug registration number (if applicable). 


• Family planning logo (if applicable). 


• Made in ____________________. 


• Product use and storage instructions (accompanying the blister pack). 


1.12.1 Printing and Layout 


On the front of each monthly cycle above the first row of tablets and in the left-hand corner, the 
trade or brand name of the product shall be printed in precision full registration. In parentheses, in 
reduced lettering (smallest type no less than 1 mm high) and below the product or brand name, 
shall be printed “Family Planning Pills.” Sequence of administration shall be clearly indicated by an 
arrow/line pathway on the unit. 


The month and year of expiration and the lot/control number shall be shown in Arabic numerals; for 
example, 6/11 will indicate the product expires in June 2011. Debossing is acceptable for these 
numbers. 


The tablet formulation and a “copy control code” (evidence that artwork/packaging has been 
approved by all parties) shall be printed on the individual packet and may be printed on the reverse 
side (smallest type no less than 1 mm high). 


1.12.2 Color 


Background color shall be the natural color of the aluminum foil on the face, with a dark blue (PMS 
Blue 301) stripe across the top and the “Blue Lady” symbol depicted to the right but within the blue 
stripe. The reverse of the individual packet will not be inked except for necessary printing. 


1.13 Workmanship 


Products and packaging shall be free of defects that impair their serviceability, affect their 
durability, or detract from their appearance. 
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1.14 Lots Per Order 


The Supplier shall fill the order using the fewest number of manufacturing lots possible. 


1.15 Shelf Life 


The shelf life of the product provided under this solicitation shall be five (5) years from the 
date of manufacture when stored under tropical conditions such as those prevailing in 
_____________________ (recipient country name). The Supplier shall be able to provide to 
the satisfaction of the registration/national quality control authorities the manufacturer’s 
stability test data substantiating this five (5)-year shelf life at ambient temperatures at or 
greater than 32 degrees Celsius and at a relative humidity of 85% in the proposed blister 
package. 


At the time of inspection or acceptance for delivery to the country of destination, no more 
than nine (9) months shall have expired since the date of manufacture shown on the batch 
release or Certificate of Analysis. 


1.16 Test Data 


Chemical and physical test data for raw materials, components in-process, and finished 
product testing must be on record for each lot shipped and must be available to Purchaser’s 
representatives when requested. 


2. Quality Assurance Provisions 


2.1 Compliance 


The Supplier shall guarantee that the products as packed for shipment comply with all 
provisions of the specifications and related documents. 


2.2 Documentation 


2.2.1 The Supplier shall provide evidence5 of the satisfaction of the technical specification 
requirements for which specific inspection instructions or protocols have not been 
provided. Such evidence is contained in the “Manufacturer’s Batch Certificate” under the 
WHO Certification Scheme. 


2.2.2 The Supplier shall provide a copy of the manufacturing record and procedures to the 
Purchaser for each lot intended for shipment. 


 
5 Evidence includes quality control and manufacturing records, in-process control records, and final product Certificate 
of Analysis. 
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2.2.3 The Supplier shall provide a copy of the Certificate of Analysis to the Purchaser for 
each lot intended for shipment. 


2.2.4 The Supplier shall provide to the Purchaser a copy of the approval of each component 
for each lot intended for shipment. 


2.3 Inspection by the Purchaser 


The Purchaser reserves the right to perform or cause to be performed any of the 
inspections and tests set forth in the Technical Specifications and Special Conditions of 
Contract to ensure that the goods conform to prescribed requirements. The Purchaser 
reserves the right, and/or may assign the right to a representative, to enter and inspect the 
production facility prior to shipment of the goods and to draw samples from the Supplier’s 
factory and/or warehouse. Except as otherwise specified in the Contract or purchase order, 
prior to shipment, the Purchaser will sample, or cause to be sampled, the product as packed 
in inner boxes preparatory to packing in exterior shipping cartons. The sampling shall be 
according to recognized standards.6 


The Purchaser may have some or all of the tests specified in Section _____ of the Contract 
performed by a laboratory suitably equipped and qualified to conduct quality assurance tests 
on pharmaceutical products according to ______________ Pharmacopoeia. 


2.4 Sampling Procedures 


The Purchaser or the Purchaser’s representative shall select the required samples from the 
lot according to Section _____ of the Special Conditions of Contract. If the order is to be 
filled using more than one production lot, each production lot shall be separately sampled 
and tested. 


When an inspection lot is smaller than 10,001 units, it will be deemed to be 10,001 for 
determination of sample sizes. 


The normal, tightened, and reduced inspection provisions of ISO 2859 (Inspection by 
Attributes) may be used for visual inspection. Sampling for analytical testing shall be done in 
accordance with pharmacopoeial requirements. 


 
6 Depending on the tests required, sampling may be conducted according to the standards of the International 
Organization for Standardization (ISO 2859: Inspection by Attributes) (included as Appendix III.H), the report of the 
WHO Expert Committee on Specifications for Pharmaceutical Preparations (included as Appendix III.I), or as dictated 
by local or international pharmacopoeia. Following recognized sampling procedures helps to ensure that the products 
tested are representative of the whole. 
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All sampled boxes and shipping cartons shall be so marked and shall include the date and 
initials of the sampler. 


2.5 Sample Retention 


The Supplier shall retain a sample of ten (10) cycles, or the equivalent required to perform 
three (3) complete chemical assays, from each lot shipped, for a period of one (1) year after 
the printed expiration date. 


3. Packing 


3.1 Inner Boxes 


3.1.1 Products sealed in individual packets as specified in Section 1.11 shall be packed in 
inner boxes of one hundred (100) cycles.7 


Inner boxes shall be made of light fiberboard (white) of a size sufficient to contain the 
specified number of cycles. The overall dimensions should be such that the product does 
not get damaged during transportation and storage. 


3.1.2 For inner boxes, the Bidder shall fill in the blanks provided below: 


Each inner box will contain one hundred (100) cycles. The overall dimensions of a box will be 
_____ cm x _____ cm x _____ cm. 


3.2 Exterior Shipping Cartons 


3.2.1 Product and printed materials, packaged and packed as specified above, shall be contained in 
triple-wall corrugated fiberboard cartons made from weather-resistant fiberboard with a bursting 
test strength of not less than 1,900 kPa. The carton flaps shall be secured with water-resistant 
adhesive applied to not less than 75% of the area of contact between the flaps or with 75 mm-wide 
water-resistant tape applied to the full length of the center seams and extending over the ends not 
less than 75 mm.8 Plastic strapping shall be placed around the carton, with a minimum of two 
crossing bands. Cartons exceeding 760 mm (30 inches) in length shall have additional bands placed 
around the carton. 


 
7 Sometimes oral contraceptives are packaged to contain three (3) cycles per inner box. If this is the preferred 
configuration, a three (3)-cycle-per-box packaging description should be detailed in the specification. 
8 The use of additional tape along the joint of the outer lids and around the top and bottom corners will greatly increase 
each carton’s resistance to damage during shipment and storage. Tape can be made of plastic film, kraft paper, or fabric, 
either plain or reinforced with plastic threads. 
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3.2.2 The Bidder shall fill in the following blanks: 


The exterior shipping carton will contain _____ inner boxes. The overall dimensions of a 
carton will be _____ cm x _____ cm x _____ cm, and the gross weight of one shipping 
carton will be _____ kg. 


A standard 6.096-meter (20-foot) container will accommodate _____ exterior shipping 
cartons. 


3.3 Markings 


3.3.1 Inner Boxes 


The inner boxes shall be marked with the following information in a clearly legible manner 
that is acceptable to the Purchaser9: 


• Product/brand name. 


• Lot/batch number. 


• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


• Contents and quantity. 


• Drug registration numbers (if applicable). 


• Instructions for storage and handing. 


3.3.2 Exterior Shipping Cartons 


The following information shall be stenciled or labeled on the exterior shipping cartons on 
two opposing sides in bold letters at least _____ mm high with waterproof ink in a clearly 
legible manner that is acceptable to the Purchaser.10 


Regulatory information (on two opposing sides of carton) 


• Product/brand name. 


• Lot/batch number. 


 
9 The smallest type shall be no less than 1 mm high, unless otherwise specified by the commercial laws of the country of 
importation. 
10 The smallest type shall be no less than 10 mm high, unless otherwise specified by the commercial laws of the country 
of importation. 
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• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


• Contents and quantity. 


• Drug registration numbers (if applicable). 


• Instructions and symbols for storage and handling, such as KEEP DRY or DO NOT 
FREEZE. 


Customs and shipping information (on two opposing sides of carton) 


• Made in ____________________. 


• Supplier’s name and address (if different from manufacturer). 


• Consignee’s address in full. 


• Gross weight of each carton (in kg). 


• Port of entry. 


• Contract number. 


• Quantity of goods. 


• Carton _____ of _____. 


3.4 Printed Materials—Product Information Sheets 


3.4.1 Consumer information and directions for use shall be printed in English and/or in 
________________ and provided as package inserts, one copy for each consumer unit. All copies 
are to be accumulated, fastened together, and included in each exterior shipping carton. 


3.4.2 Information for physicians’ use shall be printed in English and/or in _______________. Two 
copies of such information shall be provided for each one thousand two hundred (1,200) monthly 
cycles and shall be placed in each exterior shipping carton. 


Inspection Sampling and Testing—Oral Contraceptives 


Prior to shipment, the Purchaser or its appointed representative has the right to sample and 
inspect each consignment of oral contraceptives at the factory or Supplier’s warehouse in 
accordance with ISO 2859 Inspection by Attributes (or WHO specifications) and Technical 
Specification ________________ of this Contract. 
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1.1 Packaging, Packing, and Markings 


a. One hundred percent (100%) of the exterior shipping cartons will be examined for: 


• General physical characteristics and condition. 


• Markings per Technical Specification _____. 


b. A representative sample of the inner boxes and individual packages will be drawn from the 
exterior shipping cartons at General Inspection Level II, or, at the discretion of the Purchaser, 
General Inspection Level III, Single Sampling Plan for Normal Inspection.  


The sample will be examined for: 


• General physical characteristics per Technical Specification _____, Section _____. 


• Markings per Technical Specification _____, Section _____. 


c. Inspection criteria and classification of defects shall follow the inspection guidelines 
outlined in Section 1.4 below. For critical defects, the acceptable quality limit (AQL) shall be 
0%; for major defects, the AQL shall be 1%; for minor defects, the AQL shall be 4%. 


1.2 Tablet 


At the discretion of the Purchaser, part of the selected sample may be sent to a qualified 
independent laboratory for physical and chemical testing as follows. 


Pharmacopoeial tests: 


• Identification. 


• Assay of active ingredient(s). 


• Content uniformity. 


• Disintegration and/or dissolution. 


• Uniformity of mass (not required if content uniformity test performed). 


Nonpharmacopoeial tests: 


• Package seal integrity test.11 


A Certificate of Analysis for production lot(s) represented by test samples shall be made 
available to the inspector and/or Purchaser upon request. The certificate shall state all tests 


 
11 Immerse package in 0.05 percent methylene blue solution under 15 vacuum gauge for two minutes. Observe for 
leakage. AQL 2.5%. 
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performed, their specifications, and actual test results obtained. All pharmacopoeial test 
results shall meet applicable pharmacopoeial limits. 


1.3 Resolution of Defects 


a. Packaging, Packing, and Markings 


Defects in exterior shipping carton markings must be corrected by the Supplier prior to 
shipment. 


All goods from corresponding production lots with inspection lot defect in excess of the AQLs listed 
in Section 1.4 of this specification must be corrected and reinspected at Supplier’s expense or 
rejected. 


b. Tablet 


Any deviation from the manufacturer’s Certificate of Analysis, product specifications, or 
relevant pharmacopoeial limits shall result in rejection of goods from the entire production 
lot. 


1.4 Visual Inspection Review Guidelines for Oral Contraceptives 


Oral contraceptives come in cycles of 21 or 28 tablets. In the 28-day cycles, 7 placebo or 
iron tablets are provided in addition to the contraceptive tablets. Iron tablets generally are 
larger and brown in color. Most oral contraceptives are packaged in blister packages with a 
cardboard overpack. Frequently, 3 cycles are packaged together in a sealed foil overpack. 
Oral contraceptive shelf life ranges from 3 to 5 years at 37 degrees Celsius, although the 
majority of brands have a 5-year shelf life. Blister packaging provides good protection from 
adverse environmental conditions. 


The following list of labeling criteria is comprehensive and useful not just in identifying the 
product, but in managing it successfully within the logistics system. However, not all 
contraceptives are procured with such extensive labeling specifications. If any of the 
following labeling criteria listed are not applicable, mark the appropriate box in the “n/a” 
(not applicable) column. Product procurement specifications should be consulted prior to 
finalizing the inspection criteria. 
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Product labeling criteria—oral contraceptives 
 


Date:  Receipt Report Number:  
Product:  Lot Number:  
Brand Name:  Manufacturer:  
Expiration Date:  Date of Manufacture:  
Inspection of Lot Size:  Sample Size:  
Warehouse Location:  Second Sample Size:  
    
    
    


 
Visual Inspection Criteria Meets Criteria 


Yes         No         n/a 
Defect 


Classification 
Shipping Cartons 
Examine 100 percent (100%) of the shipping cartons against the shipping documents 
Carton Labeling: 
   Product/brand name                           Major 
   Lot/batch number                           Major 
   Expiration date                           Major 
   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Carton Condition/Content: 
   Carton in good condition, undamaged                           Major 
   All inner boxes present, none missing                           Major 
   Proper flap/closure                           Minor 
Inner Boxes 
Inner Box Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Inner Box Condition/Content: 
   Inner box in good condition (undamaged, unopened)                           Major 
   All unit packages present, none missing                           Major 
   Inner box contains no foreign matter                           Minor 
Unit Packages 
Unit Package Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
   Manufacturer’s name and address                           Critical 
   Date of manufacture                           Critical 
   Product use instructions                           Critical 
   Arrow indicating sequence of pills                           Critical 
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Visual Inspection Criteria Meets Criteria 
Yes         No         n/a 


Defect 
Classification 


   Contents and quantity                           Major 
   Drug registration number                           Major 
   Storage instructions                           Minor 
   Print on unit package is legible                           Minor 
   Product use instructions properly folded                           Minor 
Unit Package Condition/Content: 
   Unit pack in good condition (undamaged, unopened)                           Critical 
   Pills in good condition (unbroken, correct color, none 
   missing)                           Critical 


   Good package seal, no breaks                           Critical 
   Unit package contains no foreign matter                           Critical 
 


Definitions: Acceptable Quality Limits 


Critical defect A defect which, according to experience and professional criteria, 
makes the product dangerous or not viable for its intended use. 


Major defect 
A defect which is unlikely to reduce usability and may make 
product use more difficult, but does not have the safety and 
efficacy risk associated with a critical defect. 


Minor defect A defect that is unlikely to affect usability of the product, but 
represents a departure from the specifications. 


When these guidelines are used to ensure compliance with procurement specifications, the following 
acceptable quality limits (AQLs) shall apply: for critical defects, AQL 0%; for major defects, AQL 1%; 
for minor defects, AQL 4%. 
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Exhibit 2-2 


Sample Technical Specifications: Injectable Contraceptives (with visual 
inspection guidelines) 


The following is a sample format for use in devising procurement specifications for injectable 
contraceptives. The example presented here is for the long-acting injectable contraceptive 
medroxyprogesterone acetate. Examples of actual product specifications are in italics. When 
preparing procurement specifications, appropriate product specifications should be substituted for 
the italicized examples. This sample is designed to be used in conjunction with bidding and 
contract documents. 


Information for submission of samples 


The sample injectable contraceptives submitted by the Bidder in response to this Invitation 
for Bids must be exactly the same as would be supplied if a contract were awarded to the 
Bidder.12 The vial or ampoule containing the product need not have a printed logo; 
however, other information as stipulated under Clause 1.11 of this specification must be 
furnished. For sample submission only, this information (logo optional) may be printed on a 
sticker and affixed to the vials or ampoules containing the product. 


1. Requirements 


Injectable contraceptives in accordance with the following specifications: 


• Long-acting progestin in sterile aqueous suspension for intramuscular injection once every three 
(3) months. 


• Each 1-ml vial or ampoule should contain a minimum of 1.1 ml of sterile aqueous suspension 
containing 150 mg/ml medroxyprogesterone acetate. 


1.1 Product and Brand Names 


Product name: ________________________________________________________ 


Brand names: _________________________________________________________ 


                                                 
12 For example, vials or ampoules must be of the same glass type, closure type, color, size, text, and identification 
markings; contents must have same ingredients, color, and weight; same inner box size, material, text, and identification 
markings. 
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1.2 Raw Materials 


Injectable contraceptives offered under this purchase description shall be produced from 
validated raw materials obtained from a licensed manufacturer or its authorized 
distributor.13 


1.3 Primary Packaging Requirements 


Injectable contraceptives offered under this purchase description shall be packaged in vials 
or ampoules that meet quality standards as specified in ISO 8362-1. Closures for injection 
vials shall meet quality standards as specified in ISO 8362-2. 


1.4 Registration Requirements 


Injectable contraceptives offered under this purchase description shall be currently 
registered in the country of destination and approved by _____________________ (local 
regulatory authority). 


1.5 Certificate of Licensing Status 


Injectable contraceptives offered under this purchase description shall be licensed for 
marketing by the drug regulatory authority of the country of origin. Prior to award of the 
Contract, the successful offeror(s) may be required to submit a “statement of licensing 
status of pharmaceutical product(s)” as provided under the World Health Organization 
(WHO) Certification Scheme on the Quality of Pharmaceutical Products Moving in 
International Commerce.14 


1.6 No Objection Certificate 


In the case of goods of foreign origin, injectable contraceptives offered under this purchase 
description shall have been awarded a No Objection Certificate by 
_______________________ (local regulatory authority) on behalf of any local 
manufacturer(s) of the importing country. 


 
13 Because the raw materials that make up both active and inactive ingredients are of great importance for final product 
bioavailability and stability, current good manufacturing practices require that manufacturers validate vendors for all 
raw materials. A typical validation includes, but is not limited to, these areas: 


• Manufacturing records and procedures for raw materials synthesis, processing, packing, and storage. 
• Quality control records and procedures for the raw materials, in-process, and final product. 
• Plant certification by local regulatory authorities (such as commerce, industry, health, labor, environment) as 


required. 
• Certification of workers’ training in current good manufacturing practices and safety protection. 
• Records demonstrating raw materials with the required physical and chemical characteristics. 


14 Available at: http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/index.html. 
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1.7 Compliance with Current Good Manufacturing Practices 


The Supplier must be able to provide certification that the injectable contraceptives are 
manufactured according to WHO current good manufacturing practices (cGMPs). Such 
certification can be found in the WHO Certification Scheme “Certificate of Pharmaceutical 
Product.” Supplier also must be able to provide copies of its annual cGMP audit reports. 


1.8 WHO Certification—Movement in International Commerce 


The Supplier must be able to provide documentation indicating that the manufacturer of the 
product has received confirmation from the Ministry of Health of the country of 
manufacture that the pharmaceutical meets the requirements in the WHO Certification 
Scheme. 


1.9 Appearance 


Injectable contraceptives shall appear as an aqueous white suspension contained in 1-ml or 10-ml 
glass vials or 1-ml glass ampoules. 


1.10 Filling Volume 


Each 1-ml glass vial or ampoule shall contain a minimum of 1.1 ml of sterile aqueous suspension. 


Each 10-ml glass vial shall contain a minimum of 10.5 ml of sterile aqueous suspension. 


1.11 Identification Markings on Individual Vials or Ampoules 


Each individual vial or ampoule shall have the following information: 


• Product/brand name. 


• Lot/batch number. 


• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


• Presentation (e.g., sterile aqueous suspension). 


• Formulation (amounts of active ingredients per vial or ampoule). 


• Drug registration number (if applicable). 


• Family planning logo (if applicable). 
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If space allows, the following information shall also appear on each individual vial or 
ampoule: 


• Recommended storage conditions. 


• Made in ____________________. 


1.12 Workmanship 


Products and packaging shall be free of defects that impair their serviceability, affect their 
durability, or detract from their appearance. 


1.13 Lots Per Order 


The Supplier shall fill the order using the fewest number of manufacturing lots possible. 


1.14 Shelf Life 


The shelf life of the product provided under this solicitation shall be at least three (3) years 
from the date of manufacture when stored under tropical conditions such as those 
prevailing in ______________________ (recipient country name). The Supplier shall be able 
to provide to the satisfaction of the registration/national quality control authorities the 
manufacturer’s stability test data substantiating this three (3)-year shelf life at ambient 
temperatures at or greater than 32 degrees Celsius and at a relative humidity of 85% in the 
proposed vial or ampoule. 


At the time of inspection or acceptance for delivery to the country of destination, no more 
than nine (9) months shall have expired since the date of manufacture shown on the batch 
release or Certificate of Analysis. 


1.15 Test Data 


Chemical, physical, and microbiological test data for raw materials, components in-process, 
and finished product testing must be on record for each lot shipped and must be available to 
Purchaser’s representatives when requested. 


2. Quality Assurance Provisions 


2.1 Compliance 


The Supplier shall guarantee that the products as packed for shipment comply with all 
provisions of the specifications and related documents. 
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2.2 Documentation 


2.2.1 The Supplier shall provide evidence15 of the satisfaction of the technical specification 
requirements for which specific inspection instructions or protocols have not been 
provided. Such evidence is contained in the “Manufacturer’s Batch Certificate” under the 
WHO Certification Scheme. 


2.2.2 The Supplier shall provide a copy of the manufacturing record and procedures to the 
Purchaser for each lot intended for shipment. 


2.2.3 The Supplier shall provide a copy of the Certificate of Analysis to the Purchaser for 
each lot intended for shipment. 


2.2.4 The Supplier shall provide to the Purchaser a copy of the approval of each component 
for each lot intended for shipment. 


2.3 Inspection by the Purchaser 


The Purchaser reserves the right to perform or cause to be performed any of the 
inspections and tests set forth in the Technical Specifications and Special Conditions of 
Contract to ensure that the goods conform to prescribed requirements. The Purchaser 
reserves the right, and/or may assign the right to a representative, to enter and inspect the 
production facility prior to shipment of the goods and to draw samples from the Supplier’s 
factory and/or warehouse. Except as otherwise specified in the Contract or purchase order, 
prior to shipment, the Purchaser will sample, or cause to be sampled, the product as packed 
in inner boxes preparatory to packing in exterior shipping cartons. The sampling shall be 
according to recognized standards.16 


The Purchaser may have some or all of the tests specified in Section _____ of the Contract 
performed by a laboratory suitably equipped and qualified to conduct quality assurance tests 
on pharmaceutical products according to ______________ Pharmacopoeia. 


 
15 Evidence includes quality control and manufacturing records, in-process control records, and final product Certificate 
of Analysis. 
16 Depending on the tests required, sampling may be conducted according to the standards of the International 
Organization for Standardization (ISO 2859: Inspection by Attributes) (included as Appendix III.H), the report of the 
WHO Expert Committee on Specifications for Pharmaceutical Preparations (included as Appendix III.I), or as dictated 
by local or international pharmacopoeia. Following recognized sampling procedures helps to ensure that the products 
tested are representative of the whole. 
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2.4 Sampling Procedures 


The Purchaser or the Purchaser’s representative shall select the required samples from the 
lot according to Section ____ of the Special Conditions of Contract. If the order is to be 
filled using more than one production lot, each production lot shall be separately sampled 
and tested. 


When an inspection lot is smaller than 10,001 units, it will be deemed to be 10,001 for 
determination of sample sizes. 


The normal, tightened, and reduced inspection provisions of ISO 2859 (Inspection by 
Attributes) may be used for visual inspection. Sampling for analytical testing shall be done in 
accordance with pharmacopoeial requirements. 


All sampled boxes and shipping cartons shall be so marked and shall include the date and 
initials of the sampler. 


2.5 Sample Retention 


The Supplier shall retain a sample of ten (10) vials or ampoules, or the equivalent required 
to perform three (3) complete chemical assays, from each lot shipped, for a period of one 
(1) year after the printed expiration date. 


3. Packing 


3.1 Inner Boxes 


3.1.1 One hundred (100) individual glass vials or ampoules will be contained in sturdy white 
cardboard boxes outfitted with individual segments for protecting and separating each vial 
or ampoule. 


Inner boxes shall be made of sturdy white cardboard of a size sufficient to contain the 
specified number of vials or ampoules. The overall dimensions should be such that the 
product does not get damaged during transportation and storage. 


3.1.2 For inner boxes, the Bidder shall fill in the blanks provided below: 


Each inner box will contain one hundred (100) units. The overall dimensions of a box will be 
_____ cm x _____ cm x _____ cm. 
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3.2 Exterior Shipping Cartons 


3.2.1 Product and printed materials, packaged and packed as specified above, shall be contained in 
triple-wall corrugated fiberboard cartons made from weather-resistant fiberboard with a bursting 
test strength of not less than 1,900 kPa. The carton flaps shall be secured with water-resistant 
adhesive applied to not less than 75% of the area of contact between the flaps or with 75 mm-wide 
water-resistant tape applied to the full length of the center seams and extending over the ends not 
less than 75 mm.17 Plastic strapping shall be placed around the carton, with a minimum of two 
crossing bands. Cartons exceeding 760 mm (30 inches) in length shall have additional bands placed 
around the carton. 


3.2.2 Additional cushioning shall be provided as needed to protect the vials or ampoules 
from breakage during transit and handling. 


3.2.3 The Bidder shall fill in the following blanks: 


The exterior shipping carton will contain _____ inner boxes. The overall dimensions of a 
carton will be _____ cm x _____ cm x _____ cm, and the gross weight of one shipping 
carton will be _____ kg. 


A standard 6.096-meter (20-foot) container will accommodate _____ exterior shipping 
cartons. 


3.3 Markings 


3.3.1 Inner Boxes 


The inner boxes shall be marked with the following information in a clearly legible manner 
which is acceptable to the Purchaser18: 


• Product/brand name. 


• Lot/batch number. 


• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


 
17 The use of additional tape along the joint of the outer lids and around the top and bottom corners will greatly increase 
each carton’s resistance to damage during shipment and storage. Tape can be made of plastic film, kraft paper, or fabric, 
either plain or reinforced with plastic threads. 
18 The smallest type shall be no less than 1 mm high, unless otherwise specified by the commercial laws of the country of 
importation. 
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• Contents and quantity. 


• Drug registration number (if applicable). 


• Instructions for storage and handing. 


• Formulation and presentation. 


3.3.2 Exterior Shipping Cartons 


The following information shall be stenciled or labeled on the exterior shipping cartons on 
two opposing sides in bold letters at least _____ mm high with waterproof ink in a clearly 
legible manner that is acceptable to the Purchaser.19 


Regulatory information (on two opposing sides of carton) 


• Product/brand name. 


• Lot/batch number. 


• Expiration date (month and year). 


• Date of manufacture. 


• Manufacturer’s name and address. 


• Contents and quantity. 


• Drug registration numbers (if applicable). 


• Instructions and symbols for storage and handling, such as KEEP DRY or DO NOT 
FREEZE. 


Customs and shipping information (on two opposing sides of carton) 


• Made in ____________________. 


• Supplier’s name and address (if different from manufacturer). 


• Consignee’s address in full. 


• Gross weight of each carton (in kg). 


• Port of entry. 


• Contract number. 


 
19 The smallest type shall be no less than 10 mm high, unless otherwise specified by the commercial laws of the country 
of importation. 
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• Quantity of goods. 


• Carton _____ of _____. 


3.4 Printed Materials—Product Information Sheets 


Twenty (20) patient information sheets and one (1) prescribing information sheet, printed in English 
and/or in ________________, shall be included in each intermediate container. 


Inspection Sampling and Testing—Injectable Contraceptives 


Prior to shipment, the Purchaser or its appointed representative has the right to sample and 
inspect each consignment of injectable contraceptives at the factory or Supplier’s warehouse 
in accordance with ISO 2859 Inspection by Attributes (or WHO specifications) and 
Technical Specification ________________ of this Contract. 


1.1 Packaging, Packing, and Markings 


a. One hundred percent (100%) of the exterior shipping cartons will be examined for: 


• General physical characteristics and condition. 


• Markings per Technical Specification _____. 


b. A representative sample of the inner boxes and individual vials or ampoules will be drawn from 
the exterior shipping cartons at General Inspection Level II, or, at the discretion of the Purchaser, 
General Inspection Level III, Single Sampling Plan for Normal Inspection.  


The sample will be examined for: 


• General physical characteristics per Technical Specification _____, Section _____. 


• Markings per Technical Specification _____, Section _____. 


c. Inspection criteria and classification of defects shall follow the inspection guidelines 
outlined in Section 1.4 below. For critical defects, the acceptable quality limit (AQL) shall be 
0%; for major defects, the AQL shall be 1%; for minor defects, the AQL shall be 4%. 


1.2 Injectable 


At the discretion of the Purchaser, part of the selected sample may be sent to a qualified 
independent laboratory for physical, chemical, or microbiological testing as follows. 


Pharmacopoeial tests: 


• Active ingredient(s) identification and assay. 
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• Appearance (color, turbidity, visible particles). 


• Filling volume. 


• pH. 


• Preservative identification. 


• Pyrogens. 


• Sterility. 


Nonpharmacopoeial tests: 


• Package seal integrity test. 


• Particle size (for suspensions only). 


A Certificate of Analysis for production lot(s) represented by test samples shall be made 
available to the inspector and/or Purchaser upon request. The certificate shall state all tests 
performed, their specifications, and actual test results obtained. All pharmacopoeial test 
results shall meet applicable pharmacopoeial limits. 


1.3 Resolution of Defects 


a. Packaging, Packing, and Markings 


Defects in exterior shipping carton markings must be corrected by the Supplier prior to 
shipment. 


All goods from corresponding production lots with inspection lot defect in excess of the AQLs listed 
in Section 1.4 of this specification must be corrected and reinspected at Supplier’s expense or 
rejected. 


b. Injectable 


Any deviation from the manufacturer’s Certificate of Analysis, product specifications, or 
relevant pharmacopoeial limits shall result in rejection of goods from the entire production 
lot. 


1.4 Visual Inspection Review Guidelines for Injectable Contraceptives 


Injectable contraceptives are available in several formulations, including oil-based and 
aqueous suspension and dosage forms. Contraceptive protection per dose ranges from 1 
month to 3 months depending on the product. Injectables are available in prefilled syringes, 
but are most commonly provided in single- or multidose vials or ampoules with disposable 
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syringes. Shelf life for injectable contraceptives ranges from 2 to 5 years depending on the 
formulation. Recommended storage temperature generally is 15 to 30 degrees Celsius. 
Storage temperature is critical to product stability; oil-based solutions become rancid at 
elevated temperatures. The manufacturer’s recommended storage conditions should be 
followed.  


The following list of labeling criteria is comprehensive and useful not just in identifying the 
product, but in managing it successfully within the logistics system. However, not all 
contraceptives are procured with such extensive labeling specifications. If any of the 
following labeling criteria are not applicable, mark the appropriate box in the “n/a” (not 
applicable) column. Product procurement specifications should be consulted prior to 
finalizing the inspection criteria. 


Product labeling criteria—injectable contraceptives 
 
 


Date:  Receipt Report Number:  
Product:  Lot Number:  
Brand Name:  Manufacturer:  
Expiration Date:  Date of Manufacture:  
Inspection of Lot Size:  Sample Size:  
Warehouse Location:  Second Sample Size:  
    
    
    


 
Visual Inspection Criteria Meets Criteria 


Yes         No         n/a 
Defect 


Classification 
Shipping Cartons 
Examine 100 percent (100%) of the shipping cartons against the shipping documents 
Carton Labeling: 
   Product/brand name                           Major 
   Lot/batch number                           Major 
   Expiration date                           Major 
   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Carton Condition/Content: 
   Carton in good condition, undamaged                           Major 
   All inner boxes present, none missing                           Major 
   Proper flap/closure                           Minor 
Inner Boxes 
Inner Box Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
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Visual Inspection Criteria Meets Criteria 
Yes         No         n/a 


Defect 
Classification 


   Manufacturer’s name and address                           Minor 
   Date of manufacture                           Minor 
   Contents and quantity                           Minor 
   Drug registration number                           Minor 
   Storage instructions                           Minor 
Inner Box Condition/Content: 
   Inner box in good condition (undamaged, unopened)                           Major 
   All unit packages present, none missing                           Major 
   Inner box contains no foreign matter                           Minor 
Unit Packages 
Unit Package Labeling: 
   Product/brand name                           Critical 
   Lot/batch number                           Critical 
   Expiration date                           Critical 
   Manufacturer’s name and address                           Critical 
   Date of manufacture                           Critical 
   Product use instructions                           Critical 
   Dosage                           Critical 
   Contents and quantity of doses                           Major 
   Drug registration number                           Major 
   Storage instructions                           Minor 
Unit Package Condition/Content: 
   Glass vial or ampoule in good condition (undamaged,
   unopened)                           Critical 


   Vial or ampoule free of foreign matter                           Critical 
   Vial or ampoule free of leakage                           Critical 
   Vial or ampoule free of solid material or caking                           Critical 
   Correct color                           Critical 
   Sufficient number of syringes for contraceptive doses                           Critical 
   Good vial seal, no breaks                           Critical 


 


 
Definitions: Acceptable Quality Limits 


Critical defect A defect which, according to experience and professional criteria, 
makes the product dangerous or not viable for its intended use. 


Major defect 
A defect which is unlikely to reduce usability and may make 
product use more difficult, but does not have the safety and 
efficacy risk associated with a critical defect. 


Minor defect A defect that is unlikely to affect usability of the product, but 
represents a departure from the specifications. 


When these guidelines are used to ensure compliance with procurement specifications, the following 
acceptable quality limits (AQLs) shall apply: for critical defects, AQL 0%; for major defects, AQL 1%; 
for minor defects, AQL 4%. 
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H. Reference Material 


1. Websites 
The Male Latex Condom: Specification and Guidelines for Condom Procurement 
(WHO/UNFPA/Joint United Nations Programme on HIV/AIDS [UNAIDS], 
2003)   


This document developed by WHO is designed to provide a set of purchase specifications 
and procurement guidelines that ensure the highest level of QA for condoms consistent 
with high-volume purchases, the needs of different populations, harsh environmental 
conditions, and the probability of less-than-ideal storage conditions. It recommends the 
prequalification of primary manufacturers and lot-by-lot compliance testing prior to shipping 
condoms from the country of manufacture. The document also provides a list of 
manufacturers and testing laboratories for informational purposes only. Appearance on this list 
does not imply endorsement by WHO, UNFPA, or UNAIDS. 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


WHO is in the process of developing a sample specification for an intrauterine device (IUD) 
that is similar in format to the specification developed for male latex condoms. Once the 
IUD specification is completed, it will be placed on the WHO website.  


Essential Medicines for Reproductive Health: Guiding Principles for Their Inclusion on 
National Medicines Lists (PATH/WHO/UNFPA, 2006) 


This document provides an overview of the process for including RH medicines on national 
essential medicines lists at the country level based on the essential medicines concept. This 
guide presents the rationale for including information on 16 specific RH medicines on 
national essential medicines lists. While this document does not contain procurement 
specifications, it does contain a policy brief for each of the 16 RH medicines that includes 
information on product background, evidence summary, and indications and dosage, as well 
as remarks that provide helpful general information on the product. 


http://www.who.int/reproductivehealth/publications/general/a91388/en/ 



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/

http://www.who.int/reproductivehealth/publications/general/a91388/en/
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I. Learning Evaluation 


1. Who should be involved in the development and approval of specifications for RH 
commodities?  


2. Give five examples of general product information that should be included in a 
specification for RH commodities. 


3. Give five examples of packaging and shipping requirements that should be included in a 
specification for RH commodities.  


4. How does a strong specification ensure the quality of RH commodities? 


5. Name two sources for sample specifications for RH commodities. 


6. What is a “product-neutral” specification? What type of information should be included 
to ensure that a specification is product neutral? 
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Learning Evaluation Answers 
1. There is not a single best practice for developing specifications for RH commodities. In 


most countries, the approach taken is to include input from several contributors. 
Program staff can contribute information on general requirements; however, a person 
with specific technical expertise on the product is in the best position to take the lead 
on developing a product specification. Procurement staff do not write specifications, but 
can gather information, facilitate communication between technical personnel and end 
users, and arrange for the specification to be formatted and placed in the bidding 
documents. The key to a successful process is to ensure that both technical experts and 
end users are included in the specification development process and that all parties are 
given ample time for clear communication. See Section E.  


2. The following general product information should be included in a specification for RH 
commodities: 


• Generic name or international nonproprietary name. 


• Presentation, strength, and quantity in each container. 


• Color and size. 


• Regulatory requirements. 


See Section F.2.a.  


3. The following packaging and shipping requirements should be included in a specification 


for RH commodities: 


• Primary container: requirements of the primary container specific to the 
commodity. 


• Labeling: all information to be included on the product label, including, but not 
limited to: 


– Product information sheets: language, quantity, and placement of 
product information sheets for consumers and physicians. 


– Inner boxes: packaging material, size, and quantity of inner boxes. 


– Exterior shipping cartons: type and strength of cartons necessary to 
protect commodities during shipment. 
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– Markings: markings and information required on inner and outer 
cartons. 


See Section F.2.c. 


4. A well-designed, comprehensive procurement specification helps ensure the quality of 
RH commodities by providing protection against:  


• Counterfeit products.  


• Shelf-life limitations: expired or near expiry date products sold at very low 
prices, usually by unscrupulous middlemen.  


• Deterioration due to temperature extremes during transit. 


• Substandard products due to poor manufacturing processes. 


• Mix-ups in warehouses or health facilities due to unclear labeling. 


See Section D. 


5. A sample specification for male latex condoms can be found on the following WHO 
website: 


http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/ 


WHO is in the process of developing a sample specification for an IUD that is similar in 
format to the specification developed for male latex condoms. Once the IUD 
specification is completed, it will be placed on the WHO website. See Section H. 


6. A “product-neutral” specification is a generic specification that does not incorporate any 
specific information and requirements that would limit competition to a single product. 
It is written in a way to encourage maximum competition. It must use generic terms, 
relative characteristics, and performance requirements rather than brand names and 
superficial descriptions. If there is no way to avoid stating a brand name, it must be 
followed by “or equivalent.” See Section D. 



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/
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J. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Product specifications for RH commodities are reviewed and approved by technical 
experts. 


2. Percentage of product specifications that are product neutral. 


3. Percentage of RH product specifications using a format with clear and 
comprehensive requirements in the key categories:  


• Product information (generic name, strength and quantity, color and size, and 
shelf life). 


• Registration requirements. 


4. Percentage of bids utilizing QA provisions in each of the following areas for the RH 
commodities selected: 


• Sampling. 


• Inspection. 


• Testing requirements. 


• Documentation requirements. 


5. Percentage of bids with specifications that include information on packaging and 
shipping requirements (primary container requirements, labeling requirements, 
exterior shipping carton requirements, and marking requirements).
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K. Glossary and Acronyms 


AIDS Acquired Immunodeficiency Syndrome. 


AQL Acceptable quality limit: The lowest allowable 
limit of quality in a lot. 


Bid A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification and 
specific terms and conditions. Bids are submitted 
to an intending purchaser by an intending seller 
in response to an Invitation for Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


Certificate of 
Analysis 


A document certifying quality and composition of 
goods. 


Certificate of 
Pharmaceutical 
Product 


A certificate establishing the status of the 
pharmaceutical product and of the applicant for 
the certificate in the exporting country. It is for a 
single product only, since manufacturing 
arrangements and approved information for 
different dosage forms and strengths can vary. 


cGMP(s) Current good manufacturing practice(s): 
Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 
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Commodity Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Compliance testing A methodology of prescribed inspection and 
testing procedures applied to a product to 
ensure the product meets its defined 
specifications and/or performance requirements. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Criteria Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Drug regulatory 
authority 


Same as national regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Entity A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Formulation The amounts of active ingredients per tablet. 


HIV Human Immunodeficiency Virus. 


Injectable Injectable contraceptive.  
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INN International nonproprietary name: A name that 
facilitates the identification of a pharmaceutical 
substance or active pharmaceutical ingredient. 
Each international nonproprietary name is a 
unique name that is globally recognized and is 
public property (also known as a generic name). 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished.  


ISO International Organization for Standardization: A 
nongovernmental organization that develops and 
publishes international standards. It is a network 
of the national standards institutes of 162 
countries. 


IUD Intrauterine device. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Lot (Batch) number A series of numbers or letters, or both, 
established to record production and control of 
a product. Unless otherwise specified, the lot 
number is the series of numbers or letters that 
identifies a single, uniform, and homogeneous 
quantity produced from one compounding 
formulation, in one manufacturing and 
production operation, and that has received 
entirely the same processing treatment. Lot size 
varies by product, product type, dosage form, 
and manufacturing process. 


Lot-by-lot Applicable to each manufacturing lot (batch). 


Manufacturer’s 
Batch Certificate 


A document issued for each batch by the 
manufacturer certifying the quality and expiry 
date of a specific batch of a product that has 
already been licensed in the importing country. 


Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 
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Misprocurement A declaration that goods have not been procured 
according to the agreed procedures in the loan 
agreement. 


N/A (n/a) Not applicable. 


National regulatory 
authority 


Same as drug regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 


No Objection 
Certificate 


Issued by a manufacturer or a government when 
goods to be imported into a country are already 
manufactured in that country. States that there is 
no objection to the goods being imported. 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 


Product neutral Specifications that use generic terms, relative 
characteristics, and performance requirements 
rather than brand names and superficial 
descriptions. 


Purchase order A commercial document issued by a buyer 
(purchaser) to a seller indicating the type, 
quantities, and agreed prices for products or 
services the seller will provide to the buyer. 
Purchase orders usually specify additional 







2 Specifications 
 


Procurement Capacity Toolkit 2-47 


conditions such as terms of payment, 
INCOTERMS for liability and freight 
responsibility (see Module 4 for more details), 
any inspection or testing procedures that may be 
required, and required delivery date. 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes of 
the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, when, 
and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Sealed bids A procurement process in which formal bids are 
submitted in sealed envelopes and held unopened 
until an appointed date and time, then opened 
and read in public with bidders in attendance. 


Specification A definitive description of the commodity to be 
procured. 


Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
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out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


UNAIDS Joint United Nations Programme on HIV/AIDS: 
Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic. 


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector purchasers 
of contraceptives and related products. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


USAID United States Agency for International 
Development: An independent federal 
government agency that receives overall foreign 
policy guidance from the Secretary of State. Its 
work supports long-term and equitable economic 
growth and advances United States foreign policy 
objectives by supporting economic growth, 
agriculture, and trade; global health; and 
democracy, conflict prevention, and humanitarian 
assistance. 
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USAID | DELIVER 
PROJECT 


A United States Agency for International 
Development-funded project that strengthens 
supply systems for essential health commodities 
and works to ensure their sustainability. 


Visual inspection A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 
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A. Introduction 


Suppliers that can deliver safe and effective goods at the lowest possible cost within the 
required time period are critical to the success of a reproductive health (RH) program. 


This module covers Element 7 of the RH supply process: selecting a supplier. It describes an 
impartial, widely accepted process for opening and evaluating competing offers, identifying a 
winning bid, making a recommendation for award, and receiving approval to proceed. Along 
with these foundational components, it discusses associated considerations and challenges. 


Element 7 follows the development of bidding documents and the Invitation for Bids and 
comes before the contract award.  


The manner in which suppliers are evaluated and selected or rejected can affect timeliness, 
bid prices, and overall program costs. In the public sector, most large procurements (such as 
for annual replenishment of RH products) use a competitive process in which prospective 
suppliers respond to bidding documents. These documents specify all of the requirements, 
terms, and conditions of an eventual contract and the way in which a winning bid will be 
chosen. 


When reputable suppliers in the marketplace perceive that the procuring entity awards 
contracts fairly and in compliance with criteria stated in the bidding documents, they are 
more inclined to bid—believing they have a reasonable chance to win the award. Over time, 
this contributes to increased competition among suppliers, which, in turn, fosters lower bid 
prices and lower overall cost to the program. 


When winning bids are not chosen fairly and in accordance with the criteria mentioned in 
the bidding documents, quality, timeliness, and cost may suffer: 


• Reputable suppliers of high-quality products will not be inclined to bid on future 
contracts, judging it a waste of their time and resources; thus, a market for 
questionable and poor-quality products will propagate.   


• Unsuccessful bidders will have valid grounds to file protests, which almost always 
delays the procurement process and contract award (and subsequently, the 
delivery of products). 


Of the many countries and organizations using principles of good public-sector procurement 
to select suppliers, some have developed a carefully documented process complete with a 
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series of worksheets, checklists, and standard calculations. Others do not define a specific 
process, but require a summary report and Recommendation for Award.  


In Module 7, we will discuss a good public-sector process for examining and evaluating bids 
using parts of the World Bank’s Standard Bid Evaluation Form (SBEF) as a model. The SBEF 
format developed by the World Bank is comprehensive; supports a clear, transparent 
process; and generates the documentation necessary to support the award 
recommendation.1 It emphasizes compliance with technical, quality, delivery date, and other 
contractual requirements first, before considering price. This approach aligns with the 
overarching tenets of RH procurement.  


Module 7 defines, in general, what should be evaluated and suggests an organizational 
arrangement for accomplishing the necessary work. 


 


1 The SBEF was developed for use under World Bank loans and credits; thus, some details and references are not 
applicable for other procurement situations. The SBEF was used by the World Bank for all projects initiated up to 
October 2006. As of the date of publication of this Toolkit, the World Bank had not released an updated SBEF. 
Therefore, the original SBEF is used here as an illustrative model that could be adapted for use by a wide range of 
procuring entities.   
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B. Learning Objectives  


At the end of this module, the reader will be able to: 


• Plan, facilitate, and document a bid opening.  


• Facilitate the work of a bid evaluation committee (BEC) using the SBEF as a model 
to evaluate all aspects of bids, including:  


– Conformance and responsiveness. 


– Technical aspects. 


– Commercial aspects. 


– Financial aspects. 


– Eligibility and qualifications. 
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C. Components, Considerations, and 
Challenges 


1. Components 
Each element of the RH supply process is made up of several components. Most 
components involve activities to be carried out by an RH procuring entity or an assigned 
government bid committee; others are dependent on activities performed by others. 


The main activities in Element 7 are: 


• Bid opening.   


• Bid evaluation (including technical review). 


• Comparison of substantially responsive bids. 


• Bid Evaluation Report and Recommendation for Award. 


Components of Element 7 dependent on the activity of others include: 


• Input from technical experts to determine and document the responsiveness of the 
bidders to the technical specifications. 


• Approvals (critical component). 


2. Considerations 
The main considerations for Element 7 are: 


a. Overarching Principles of Quality and Timeliness 


• Selection of a supplier that provides documentary evidence of the ability and intent 
to deliver high-quality products in full compliance with the commercial and 
technical specifications. 


• Selection of a supplier that provides documentary evidence of capacity and intent 
to provide goods in accordance with the delivery schedule requirements. 


b. Critical Components 


• Receipt of at least one responsive bid. 


• Approval of contracting authority and/or funder (as required). 
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c. Required Input From Other Elements 


• Approved specifications, as determined in Element 2. 


• Complete bidding documents, as determined in Element 6. 


• Release of the Invitation for Bids, as determined in Element 6. 


• Bids received and held unopened in a secure location (Element 6). 


d. Key Decision Points 


• Who will do the work—procurement unit or an assigned BEC. 


• Determination of the responsiveness of each bid and its acceptance for financial 
evaluation.  


• Qualification of the apparent winning bidder. 


e. Expected Output 


• Supplier selection is completed with a Bid Evaluation Report advising contract 
award to the lowest evaluated cost qualified bidder meeting all the technical and 
commercial requirements. 


• Selection is approved by the contracting authority and funder (if required). 


3. Challenges 
Five main challenges are inherent in Element 7: 


• Organizing and maintaining a process that is transparent, well-documented, and 
uses only impartial decision-makers without any perceived or actual conflict of 
interest. 


• Clearly applying the evaluation criteria stipulated in the bid. 


• Refraining from all contact with the bidders after the opening of bids until the 
winner is notified (except for good-faith requests for clarification—in writing).  


• Ensuring that impartial judgment and extreme care are used in the evaluation of 
bids against the evaluation criteria identified in the bidding documents. 


• Conducting the evaluation and award process in a timely and efficient manner so 
that it can be completed within the specified bid validity period.  


• Receiving approvals from contracting authorities or funders before expiry of bid 
validity.  
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D. Framework for the Selection Process: 
Guidelines for Committees and 
Subcommittees 


In most cases, committees and subcommittees offer the best framework for carrying out bid 
opening and evaluation tasks. Qualified personnel must be assigned and in place well in 
advance of the bid opening date.  


Assignment to a committee or subcommittee may cover all procurement for a set period of 
time; alternatively, it may be limited to a specific procurement action—particularly in the 
case of high-value or unusual purchases.   


Good procurement practice generally asks that bid opening and evaluation tasks be 
undertaken by personnel not directly connected with the procuring office. The degree to 
which this principle is followed in actual practice varies based on the size of the procuring 
entity and other factors. At the lower end of the scale, procurement personnel may indeed 
do a substantial portion of the evaluation work. However, as “best practice,” up to three 
committees should be responsible for bid opening and evaluation: 


1. Bid Opening Committee 
The bid opening committee (BOC) is made up of at least three members, one of whom also 
serves on the BEC. The BOC presides over the scheduled public opening of bids for specific 
contracts.  


2. Bid Evaluation Committee 
The BEC has responsibility for reviewing and comparing bids and recommending one to the 
contracting authority based on its comparative merits (including, but not limited to, price). 
An ideal BEC would be composed of at least five members chosen from among the 
following groups: 


• Personnel of the concerned unit of the procuring entity (e.g., finance, commercial, 
and technical units not directly involved in preparing bidding documents). 


• Personnel from the concerned ministry/division or from other agencies under the 
concerned ministry/division. 


• Personnel from the end user/beneficiary entity. 
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Two outside members with experience in procurement are sometimes appointed from the 
following groups based on their professional expertise: 


• Technical, commercial, financial, or legal experts from other ministries, divisions, 
or agencies. 


• Universities and/or reputable professional bodies. 


The BEC is convened promptly after the bid opening and must complete its tasks within the 
time periods indicated in the bidding documents.   


3. Technical Evaluation Committee  
A technical evaluation committee (TEC) is a subcommittee to the BEC that may also be 
appointed to provide specific technical expertise related to the commodity being procured. 
The TEC is responsible for technical review of the bidders’ offerings, including evaluation of 
options and alternatives proposed by bidders. The TEC should consist of a minimum of 
three members from a mix of the following: (1) RH program managers, (2) regulatory 
authority personnel, and (3) Ministry of Health technical representatives.
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E. Bid Opening 


As bids arrive, the procuring office records the bidders’ names and submission dates, and 
holds the unopened bids in a secure location. On the date and at the time announced in the 
bidding documents, all bids received before the predetermined and publicized deadline are 
opened in public by the BOC. (Bids received after the exact deadline are not eligible for the 
evaluation; and thus, they are not opened.)  


1. Preparation for Bid Opening  
At least 7 days ahead of the scheduled bid opening, the procuring office: 


• Notifies members of the BOC of their upcoming commitment. 


• Arranges the location for the bid opening as specified in the bidding documents. It 
should be well lit, large enough for at least two individuals from each bidding firm, 
and equipped with any necessary audio facilities. 


• Continues to keep all bids unopened and secure until the date and hour designated 
in the bidding documents. 


2. Bid Opening Attendance 
Participants permitted to attend the bid opening are:   
• Bidders. 


• Authorized bidders’ representatives (representatives may be asked to produce 
written authorization from the bidders). 


• Others directly involved with the procurement (such as consultants hired for the 
purpose). 


Each party present at the bid opening is required to register his or her attendance in a 
special log set up for this purpose. The register should include the following information 
about each participant: 


• Name, address, telephone number, and email address. 


• Company/manufacturer represented. 


• Organizational affiliation (if not a bidder). 


• Signature. 
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3. Proceedings of Bid Opening 
At the stated time, the BOC opens each bid that was received before the deadline and 
reads aloud the following information:  


• Bidder’s name and local agent’s name (if different). 


• Bidder’s city/state or province/country. 


• Withdrawal or modifications (if any). 


• Currency (or currencies) of the bid. 


• Bid price. 


• Discounts (if any). 


• Presence or absence of any required bid security. 


The BOC does not open bids received after the deadline mentioned in the bidding 
documents. After the bid opening has been completed, any late bids are returned to the 
sender, unopened, with a letter detailing the late submittal and rejection of the bid.  


4. Record of Bid Opening   
• As each bid is being read out, a member of the BOC records the details on a 


Record of Bid Opening (Section N.1, Exhibit 7-1). No bid that was received on 
time may be eliminated at this stage, even if something appears to be missing or 
incorrect. 


• Upon conclusion of the bid opening, all members of the BOC and the attending 
bidders or their representatives sign the Record of Bid Opening. 


• The BOC distributes copies of the Record of Bid Opening as required—usually to 
the head of the procuring entity, the contracting authority, and any outside 
financier. 


• The BOC may also provide copies of the Record of Bid Opening to bidders upon 
their request. 
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F. Bid Securities 


If required by the bidding documents, bid securities are submitted with bids from both local 
and international bidders. The bid security is a fixed amount, ranging from approximately 1 
to 2 percent of the estimated price of the contract. The bidding documents identify the 
forms of bid security that are acceptable, and occasionally, where they must originate. No 
cash money is allowed. 


Forms of bid security may include: 


• Pay order. 


• Bank draft. 


• Irrevocable bank guarantee issued by an in-country bank.  


• Bid bonds issued by a surety (insurance document). 


• Bank guarantee. 


• Letter of credit. 


1. Recording and Safeguarding Bid Securities 
Soon after the bid opening, the BOC or another assigned body: 


• Segregates bid securities from the bids. 


• Records each bid security in a register established for this purpose.  


• Ensures that bid securities are stored in a locked, secure location until a contract 
has been awarded. 


2. Confirming Bid Securities 
In order to rule out the possibility of a fraudulent or unsupported bid security—a risk in 
some regions of the world—the validity of each bid security is confirmed with its originator 
shortly after the bid opening, generally within 5 to 15 days: 


• Bid securities issued by international banks or other outside institutions may be 
confirmed by email, fax, telegram, telex, letter, etc. Exhibit 7-2 (Section N.1) shows 
an example request letter. 


• Bid securities issued by local or international banks with local correspondent 
affiliations may be confirmed by visiting the correspondent bank and speaking with 
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an officer. The letter in Exhibit 7-2 may also be used as a safeguard to document 
the confirmation in writing.  
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G. Bid Evaluation: Format and Code of Conduct 


1. Format and General Procedure 
The next few sections of this module will offer a format and general procedure to 
systematically examine and evaluate each bid submission and arrive at a winning bid based 
on a fair application of the rules, procedures, requirements, and evaluation criteria set down 
in the bidding documents.   


In this format, the bid evaluation work progresses through three sequential stages: 


• Examination of each bid to determine whether or not it is substantially responsive 
to the bidding documents.  


• Financial evaluation of each substantially responsive bid and identification of the 
lowest overall. 


• Qualification of the lowest evaluated cost bidder (or confirmation of status for 
prequalified bidders). 


The Recommendation for Award and approval process are discussed in Sections L and M.   


As mentioned above, the tools for the evaluation work described in Module 7 are based on 
the World Bank’s SBEF, which is reproduced in Supplementary Topics, Section M: World 
Bank Standard Bid Evaluation Form. It offers tables, a cover sheet, a transmittal letter, and 
several annexes of instructions. Additional checklists and subschedules appearing below are 
based on instructions in Annex I of the SBEF document. 


2. Guidelines for the Bid Evaluation Committee 
In addition to strict impartiality, a basic code of conduct for BEC members includes specific 
guidance with regard to: 


• Timeline for execution of duties: It is very important for the bid evaluation 
work to take place promptly, and result in a Recommendation for Award and 
contract signing before the period of bid validity expires. Once begun, the BEC 
should work continuously to carry out its responsibilities. 


• Communication with bidders: After the public bid opening and report, there 
must be no further contact with bidders until the winner is identified and notified. 
No circumstances justify meetings or conversations between BEC members and 
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the bidders during the evaluation process. However, a member of the BOC may 
seek clarification from a bidder. Both the inquiry and reply must be in writing. 


• Confidentiality and bid security: No person outside the assigned BEC or an 
official subcommittee may see or receive information about individual bids or their 
evaluation from the time of bid opening until an award is made. All bid copies, 
worksheets, and other documents necessary for the evaluation work should be 
locked up at the workplace when not in use by an authorized member of the BEC. 


• Bid originals: In every case, bid originals must be kept separately and locked. Bid 
evaluation work should be based on copies of the originals supplied by the bidders. 


• Bid copies: Bids are normally requested in an original and several copies. Some 
procuring entities use the submitted copies for evaluation work; others make fresh 
copies of the original. If submitted copies are used, each should be compared with 
its original and corrected accordingly if necessary. 


• Extraneous information: Evaluators must not consider any information 
contained in a bid submission that was not specifically requested in the bidding 
documents. 
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H. Bid Evaluation: Initiation and Preparation 


In robust systems, the chairman of the BOC initiates the evaluation process by presenting 
the opened bids and a summary record of relevant information to the chairman of the BEC. 
No parties other than BEC members should ever receive or have access to bids or bid 
copies. Technical experts enlisted to serve as an official subcommittee of the BEC are 
allowed necessary technical sections of bids only. 


1. Transmittal Data 
The BOC or the relevant procurement unit assembles basic information about the 
procurement activity for the BEC. This information not only provides a reference point for 
the BEC, but establishes facts that may be necessary to defend against any later challenge or 
protest of the process by unsuccessful bidders.   


These transmittal data include facts and figures in three categories: information that 
identifies the procurement action, information that summarizes the bidding process, and 
information about the bid submission and opening. Except for cost estimate information, 
none of this information is confidential. 


The following three-part list is based on Tables 1 through 3 (Section N.1, Exhibits 7-3, 7-4, 
and 7-5) of the World Bank’s SBEF. Some of the Bank requirements are not applicable for all 
types of procurement; and thus, they are not discussed here. In particular, the Bank’s 
inclusion of an original cost estimate (Exhibit 7-3 [Table 1], item 1.9) is at odds with many 
procuring authorities. These authorities withhold cost estimate information until after the 
BEC work is completed in order to help ensure a complete and unbiased evaluation. 


Identification (SBEF Table 1) 


a. Name of procuring entity. 


b. Name and identification numbers of the procurement.  


c. Procurement method. 


d. Budget line item. 


e. Authorizing authority. 


f. Funding source (government revenue budget, development budget, etc.). 
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Bidding Process (SBEF Table 2) 


a. Issue dates of Invitation for Bids/Request for Quotation. 


b. Names of publications (if advertised). 


c. Titles of bidding documents, and dates of amendment. 


d. Number of firms issued documents. 


e. Date of pre-bid conference (if any). 


Bid Submission and Opening (SBEF Table 3) 


a. Bid deadline and opening dates.  


b. Bid validity period.  


c. Number of bids received.  


d. Record of Bid Opening—copy (Exhibit 7-1). 


2. Bidding Document Review 
In order to evaluate bids, the BEC must know what to examine; this information comes 
directly from the original bidding documents issued for the purchase. They will indicate: 


• Eligibility and qualification criteria for bidding. 


• How the bidder is expected to prepare and submit its bid: what should be included, 
and how, where, and when the bid should be presented. 


• What constitutes the bid. 


• Requirements about the goods and delivery: specifications, quality assurance 
provisions, delivery dates, etc. 


• Provisions of the future contract. 


Many purchasing authorities use modular bidding documents with sections of standard 
clauses and separate sections for modifications and additions. These documents also 
separate out delivery requirements, specifications, and other items, and provide mandatory 
forms for the bidder to fill in. Thus, the information needed for evaluation is not in one 
place—rather, it is spread throughout the documents. Evaluators looking only at standard 
clauses, without taking into consideration modifications and additions, will develop the 
wrong impression of what the bids they process should be offering and agreeing to. In the 
same vein, looking only at modifications and additions will generate misunderstanding as 
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well, as these clauses are rarely intuitive. They must be read in conjunction with their 
standard clauses. 


The first step for evaluators is to understand the bidding documents that have been issued 
to bidders—what is included and where it is located. Readers are encouraged to study 
Module 6 for examples and insight.  


3. Detailed Checklists and Schedules  
Detailed checklists and schedules for parts of the evaluation process can be prepared in 
advance, as an adjunct to the bidding document review. Exhibits 7-6 through 7-9 and Exhibit 
7-11 of this module provide generalized guidance, but details must come from the bidding 
documents themselves. For example, in Exhibit 7-6, item 2, “Bid validity period conforms to 
the requirement in the bidding documents? (yes/no),” the evaluator would need the 
required bid validity period mentioned in the bidding documents in order to evaluate bids 
against that criterion.  
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I. Bid Evaluation Stage 1: Examination  


The first stage of the overall evaluation work is to examine each bid and determine if it is 
“substantially responsive” to the requirements of the bidding documents. In other words, is 
it presented in the required manner? Does it include all required information, statements, 
securities, signatures, forms, etc.? Are there any deviations or reservations to the terms, 
conditions, and specifications stated in the bidding documents? The objective of this 
examination is to identify and reject bids that are incomplete, invalid, or substantially 
nonresponsive to the bidding documents. Only bids that pass this examination can proceed to 
financial evaluation and comparison with other bids. 


Table 5 of the SBEF provides an example of a summary record indicating how each bid for a 
goods contract is substantially responsive or nonresponsive to the bidding documents. It 
includes columns for recording each bidder’s name, verification status, eligibility status, bid 
security status, completeness of bid, substantial responsiveness, and acceptance for detailed 
examination:  


SBEF Table 5: Preliminary Examination  


Bidder Verification Eligibility Bid 
Security 


Completeness 
of Bid 


Substantial 
Responsiveness 


Acceptance 
for Detailed 
Examination 


(a) (b) (c) (d) (e) (f) (g) 


To complete Columns B through F of Table 5, the BEC will need supplementary checklists 
based on details found only in the original bidding documents. The sample checklists and 
subschedules found in Exhibits 7-6 through 7-9 and Exhibit 7-11 correspond to SBEF Table 
5, but are necessarily general in nature. Details are missing and additional or different issues 
might need to be included. In this format, copies of the checklists would be completed and 
attached to each bid and the findings would be summarized in Table 5. A more detailed 
discussion of each follows. 


1. Verification Exercise (SBEF Table 5: Column B) 
Exhibit 7-6 is a general checklist for examining verification issues. With an appropriate 
checklist in this category, the BEC: 


• Notes or confirms precise requirements for items to be checked.  
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• Confirms that signatures on each original are present as required.  


• Examines each bid in detail and notes deficiencies that, if accepted, would provide 
unfair advantages to the bidder. For example, does the bid validity period conform 
to the requirement in the bidding documents? 


Significant judgment must be used; simple omissions or mistakes resulting from 
human error should not be grounds for rejection of the bid. However, the validity of 
the bid itself (e.g., presence of an official, signed document) must not be in question. 


2. Bidder Eligibility Assessment (SBEF Table 5:  
Column C) 


Exhibit 7-7 is a general checklist for examining eligibility issues. With an appropriate 
checklist in this category, the BEC: 


• Notes or confirms precise requirements for items to be checked in this category.  


• Confirms the eligibility of each bidder and the goods offered: 


1. If prequalification was required, only bids from prequalified bidders can 
be considered. 


2. A bidder may be disqualified if it has been placed on a debarment list by 
the national government. Check government websites for a list of 
debarred firms. Even if this step was performed in advance, it should be 
repeated now, as firms may have been debarred during the bidding 
process.  


3. On a country-by-country basis, suppliers that are not the original 
manufacturer may not be eligible to bid unless specifically authorized by 
the manufacturer in question. 


4. Pharmaceuticals and contraceptives usually require regulatory licensing 
in the purchasing country in order to be eligible for contracts. The 
World Bank does not bar unregistered products from being bid on, but 
in the case of selection, requires registration before a contract can 
become effective. 


3. Conformance of Bid Security (SBEF Table 5:  
Column D) 


Exhibit 7-8 provides a sample checklist for examining details of bid security. The BEC:  
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• Notes or confirms precise requirements for items to be checked in this category; 
for example, the amount and expiry date of the bid security.  


• Checks each bid security record against the requirements stated in the Instructions 
to Bidders sections of the bidding documents. Original bid securities are separated 
and locked up for safekeeping. Copies may be included with transmittals of bids or 
the BEC can rely on transmittal data. 


4. Completeness of Bid (SBEF Table 5: Column E) 
Exhibit 7-9 is a sample checklist for recording details about the completeness of the bid; for 
example, whether or not all of the required documents and attachments are included with 
the bid. The BEC: 


• Notes or confirms precise requirements for items to be checked in this category. 


• Reviews each bid and notes deficiencies, if any.  


1. Unless the bidding documents have specifically allowed bidders to quote 
for only select items or for only partial quantities of an item, bids not 
offering all of the required items (both type and quantity) ordinarily will 
be considered nonresponsive. This decision requires significant judgment. 


2. Changes or additions to the bidding documents by the bidder are usually 
treated as deviations but may be acceptable if they are simply corrective, 
editorial, or explanatory. This also requires significant judgment and 
proper documentation. 


5. Responsiveness of Bid (SBEF Table 5: Column F) 
“Substantial responsiveness” (see definition, next page) addresses commercial and technical 
issues not included in Columns B 
through E (verification, eligibility, bid 
security, and completeness) of Table 5 or 
its equivalent. Major (also called material) 
deviations (see definition, Section I.5.a) 
from the technical specification (Section 
1.5.b) and commercial requirements 
(Section I.5.c) are a basis for the 
rejection of bids. However, the procuring entity may regard a bid with minor deviations as 
responsive. 


Note of Caution 


This step requires significant judgment and 
extreme care because bids that are determined to 
be “not substantially responsive” cannot be further 
considered—in other words, they cannot be 
evaluated on the basis of price. Mistakes in this 
area are likely to result in protest and may lead to 
cancellation of the bid. Documentation of 
decisions is critical in defense of any protest.  







7 Selecting Suppliers 
 
 


Procurement Capacity Toolkit 7-21 


Bidders are not allowed to correct or withdraw major deviations or reservations after bids 
have been opened.  


As an exception, bids that offer deviations may be considered substantially responsive—at 


least as to the issue of fairness—if the deviations can be assigned a monetary value that 


would be added as a penalty during the financial evaluation process and if such deviations 


would be acceptable in the eventual contract. For example, a later delivery date might be 


accepted with a financial penalty equal to liquidated damages mentioned in the draft 


contract.    


a. Important Definitions 


• A bid is considered substantially responsive when it is presented in the 
required manner and includes all required information, samples, statements, 
securities, signatures, forms, and supporting documentation, and when it contains 
no material deviations from or reservations to the terms, conditions, and 
specifications in the bidding documents. 


• A major (or material) deviation is a significant and unacceptable difference 
from the requirements stated in the bidding documents. As a general rule, major 
deviations are those that, if accepted, would not fulfill the purposes for which the 
bid is requested, or would prevent a fair comparison with bids that are properly 
compliant with the bidding documents. 


– A major deviation affects the price, quantity, quality, or delivery of the 
goods as required in the bidding documents; limits the responsibilities, 
duties, or liabilities of the bidder; or limits any rights of the purchaser. 


b. Technical Responsiveness 


Immediately after bids are opened, a technical expert or a TEC begins the task of examining 
the bids for technical content. Although it is not specifically listed with the World Bank’s 
Table 5 headings, the technical evaluation is a critical part of determining a bid’s 
responsiveness to the requirements and whether or not it can proceed to the next stage—
financial evaluation and comparison. 


The technical evaluation is carried out at the same time the BEC is examining bids for 
compliance with the other elements related to SBEF Table 5 (or its equivalent). In this 
regard, the technical expert or TEC:  
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• Examines each bid for modifications, exceptions, and interlineations (notations 
written between the lines of the original bidding documents) regarding: 


a. Technical specifications provided in the bidding documents. 


b. General and Special Conditions of Contract included in the bidding 
documents that are related to the technical specifications (for example, 
contract requirements for preshipment inspection, sampling, and 
testing). 


• Lists and cross-references deviations from the bidding documents and indicates 
whether or not they are acceptable or unacceptable, along with the reasons. 


• If bidders are required to submit samples for inspection and/or testing, completes 
the examination and facilitates arrangements for any necessary testing and obtains 
written reports.2 


• Summarizes findings and provides overall comments on the technical evaluation. A 
sample report for recording details about the technical evaluation can be found in 
Exhibit 7-10. A list of the actual technical specifications must be incorporated into 
this report. The technical expert or TEC indicates whether or not the bid is 
technically acceptable and notes this determination in the evaluation report. 


c. Commercial Responsiveness 


Exhibit 7-11 is a sample subschedule for examining details of commercial responsiveness. It 
addresses issues such as whether or not the bidder agrees that the purchaser may vary 


quantities (within a +/-15 percent range) at the time of contract signing. With an 
appropriate checklist in this category, the BEC: 


• Notes or confirms precise requirements for items to be checked.  


• Examines each bid and notes deviations, including those mentioned in the bidding 
documents (Instructions to Bidders sections) that would require rejection of the 
bid. 


 


2 Testing is sometimes restricted to samples from several prospective suppliers with the lowest substantially responsive 
bids, but may also be reserved for bids from new or previously unreliable suppliers. In this case, testing would be delayed 
until the financial evaluation is complete. Testing samples submitted with bids is not appropriate for health-sector goods, 
such as contraceptives, pharmaceuticals, and vaccines, because it will not ensure the quality of a product batch to be 
produced in the future. 
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d. Substantially Responsive Bids 


Based on the technical and commercial examination, the BEC determines whether or not 
each bid is substantially responsive to the requirements, terms, and conditions stated in the 
bidding documents. The TEC’s report is a critical component of this determination.   


6. Bids Accepted for Financial Examination (SBEF  
Table 5: Column G) 


This is a list of bids (in Table 5 or its equivalent 
summary schedule) with a notation as to whether 
or not a bid will be accepted for financial 
evaluation based on the results of the detailed 
examination described above. If a bid fails 
acceptance, the reasons must be clearly explained 
in footnotes or in an attachment. 


Note of Caution 


This determination requires significant 
judgment and extreme care. Bids that are 
judged “substantially nonresponsive” 
must be rejected without further 
consideration. 
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J. Bid Evaluation Stage 2: Financial Evaluation 


For each bid accepted for financial 
evaluation, the BEC must arrive at an 
evaluated cost. SBEF Tables 6 through 11 
were developed by the World Bank to 
help ensure a fair comparison among all 
the offers. The following sections of this 
module show how the relevant tables can 
be used (SBEF Table 9 is not relevant to 
goods procurement and therefore will not be discussed). Subject to post-qualification, the 
bid with the lowest evaluated cost, but not necessarily the lowest submitted price, is chosen 
for award. 


Note of Caution 


The evaluated cost is not necessarily the 
submitted price; it takes corrections, discounts, 
and other factors into consideration and gives 
them a value. Bidding documents must list factors 
to be considered in addition to price and describe 
the manner in which they will be applied. 
 


1. Corrections and Discounts 
SBEF Table 6: Calculating Corrections and Unconditional Discounts 


Bidder Read-Out 
Bid Price Corrections Corrected 


Bid Price 
Unconditional 


Discount 


Corrected/ 
Discounted 
Bid Price 


 Currency Amount Computational 
Errors 


Provisional 
Sum  % Amount  


(a) (b) (c) (d) (e) (f)=(c)+(d)-(e) (g) (h) (i)=(f)-(h) 


The BEC can use Table 6 or an equivalent to incorporate corrections and unconditional 
discounts into a calculation that establishes the corrected/discounted bid price to be used 
for the next step of the evaluation. 


• Corrections for computational errors: For each bid, the unit price is 
multiplied by the quantity. If the answer does not match the totals or subtotals 
mentioned in the bid, the difference is tagged as a computational error (entered as 
a plus or a minus in Column D). In all cases, the stated unit price prevails. If there is 
a discrepancy between words and figures, the amount in words prevails. 
Corrections are considered binding on the bidder. Unusual or large corrections 
that could affect the comparative ranking of the bids should be explained in 
footnotes. 


• Corrections for provisional sums: Sometimes the bidding documents ask 
bidders to include provisional sums for contingencies. These sums are the same for 
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all bids, and each sum must be entered as a minus in Column E to allow for a 
proper comparison of bids. 


• Modifications and unconditional discounts: Bidders are allowed to modify 
their bids prior to opening as long as the modifications are received in writing 
before the closing date. These changes often reflect last-minute business decisions 
to either increase or discount the original bid price. Modifications received in this 
manner are read out at the bid opening and are entered in Table 6 or its equivalent 
as a percentage in Column G or a number in Column H. 


• Corrected or discounted bid prices: Column I shows how to calculate the bid 
price that will be used as the basis for further calculation. (Domestic preference 
allowances and cross-discounts are not included yet.)  


2. Exchange Rate (SBEF Table 7) 
SBEF Table 7: Exchange Rates 


 
Currency used for bid evaluation: __________________________________ 
 
Effective date of exchange rate: ___________________________________ 
 
Authority or publication specified for exchange rate:  ___________________ 
 
 
Note: Attach a copy of the exchange rates provided by the specified authority or publication. 


The BEC can use SBEF Table 7 or an equivalent to establish facts of the exchange rate that 
will be used for converting bids into a single currency for comparison purposes. The BEC: 


• Checks the original bidding documents and enters the currency specified for the 
purpose of comparison.  


• Attaches to Table 7 or its equivalent a copy of the exchange rates provided by the 
specified authority or publication. 


The corrected/discounted bid prices will be converted to a common evaluation currency in 
the next step. 
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3. Currency Conversion (SBEF Table 8) 
SBEF Table 8: Currency Conversion—Multiple Currencies 


Evaluation Currency 


Bidder Currency (ies) 
Corrected/ 


Discounted Bid 
Price 


Applicable 
Exchange Rate Bid Prices Total Bid 


Price 


(a) (b) (c) (d) (e)=(c)x(d) (f) 


 
The BEC can use this table or an equivalent to calculate a total bid price in the specified 
evaluation currency using the exchange rates in Table 7. The calculations shown in the table 
are self-explanatory. 


4. Additions, Adjustments, and Priced Deviations (SBEF 
Table 10) 


SBEF Table 10: Calculating Additions, Adjustments, and Priced Deviations 


Bidder 
Corrected/ 


Discounted Bid 
Price 


Additions Adjustments Priced 
Deviations Total Price 


(a) (b) (c) (d) (e) (f)=(b)+(c)+(d)+(e) 


The total bid price from Column F of Table 8 is entered in Column B of Table 10. The BEC 
can then use Table 10 or its equivalent as follows: 


• Additions: Omissions to the bid—if accepted—may then be compensated for in 
Column C by adding an estimated price. Where items missing in some bids are 
present in others, an average of quoted prices can be used. External sources, such 
as published price lists and freight tariff schedules, are also appropriate. The 
addition should be expressed in the evaluation currency. 


• Adjustments: The original bidding documents may specify performance or service 
factors (costs or savings) that will be taken into account in the evaluation by 
assigning cash value to a noncash factor. In practice, this is seldom seen in 
contraceptive and pharmaceutical procurement. However, if these factors are going 
to be used, they will be explained in the bidding documents. The methods used to 
evaluate these factors must be consistent with the bidding documents and must be 
described in the Bid Evaluation Report. Adjustment values are expressed in the 
evaluation currency and shown in Column D. 
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• Priced deviations: Bids with minor deviations may be considered substantially 
responsive if a monetary cost or penalty is assigned to the bid for the purpose of 
bid comparison. Vague statements by the bidder, such as “we wish to discuss 
changes in the delivery schedule,” should be ignored for price deviations. However, 
an explicit statement by a bidder, such as “we wish to extend the delivery date by 
30 days,” is treated as a deviation. In this case, the time difference can be assigned a 
monetary value based on the rate of liquidated damages specified in the bidding 
documents. The penalty amount is entered in Column E in the evaluation currency. 


• Total price: The new total price is entered in Column F. Table 10 calculates a 
sum of Columns B, C, D, and E. Extra care in the calculation is necessary if any 
amounts in Column D (or E) should be subtracted rather than added. 


5. Domestic Preference for Goods (SBEF Table 11)  
SBEF Table 11: Calculating Domestic Preference for Goods 


Bidder 
Domestic 


Preference 
Group 


Total 
Price 


Exclusion 
for 


Preference 


Revised 
Total 


Prevailing 
Tariff % 


Domestic 
Preference 


% 


Preference 
Price 


Total 
Comparison 


Price 


(a) (b) (c) (d) (e)=(c)-(d) (f) (g) (h) (i)=(c)+(h) 


 
Some countries encourage bids offering domestically produced goods by calculating a margin 
of preference and applying it to the bid price of foreign offers to arrive at a comparison 
price. When this preference calculation will be used in evaluation of bids, it must be 
explained in the bidding documents.   


6. Ranking of Evaluated Bids 
As a matter of clarity and convenience, a schedule should be developed from Table 10 that 
lists the bidders and their total bid prices (or the comparison price from Table 11) in order 
of the lowest to the highest. A revised schedule may be needed if domestic preference or 
cross-discounts change the ranking. 


7. Cross-Discounts 
A conditional discount or cross-discount might be offered when more than one contract or 
lot could be awarded to the same bidder. Some procuring entities encourage this practice, 
while others disregard it. Bid evaluation can be complicated, with many variations when 
cross-discounts are part of the picture. In general, the BEC must determine the best 
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combination of awards on the basis of least overall cost of the total contract package. The 
cross-discount worksheet provided in Exhibit 7-12 shows an example of basic information 
and calculations needed to determine whether it would be less expensive to purchase a 
group of bid packages individually from each of the lowest evaluated cost bidders, or as a 
group of bid packages from one bidder that offers a discount applied to the total.  
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K. Bid Evaluation Stage 3: Verifying 
Qualifications of Lowest Evaluated Cost 
Bidder 


The objective of bidder qualification is to ensure that:   


• The manufacturer has adequate production capacity. 


• The bidder has verifiable business and financial stability. 


• The manufacturer has verifiable technical capability. 


• The bidder has a verifiable history of successful performance. 


Qualification may take place either before the bidding starts (prequalification) or after an 
apparent lowest evaluated cost bidder has been identified (post-qualification).3 


Prequalification 
In a system using prequalification, potential bidders submit their credentials to a procuring 
entity in advance of any specific bidding opportunity and are either accepted or rejected for 
future bidding. In a system using prequalification, the bidder whose bid is the lowest 
evaluated cost is recommended for the award, unless: 


• The bidder’s qualifications have since materially deteriorated. 


• The bidder has since received additional work that overstresses its capacity. 


The purchaser must satisfy itself fully on both accounts and document where these 
conditions result in the selection of another bidder.  


Post-qualification 
In a system using post-qualification, all bidders submit their credentials with their bids based 
on requirements mentioned in the bidding documents, but only the lowest evaluated cost 
bidder and (sometimes) one alternate are reviewed against the qualification criteria.   


                                                 


3 For additional information, see Module 6, Section D.2.i: Description of Model Bidding Documents, Qualification 
Criteria; Section E.3.e: Drafting the Bidding Documents, Qualification Criteria and Documents; and Section G: 
Prequalification: Issues and Documents. 
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1. Examination of Documents and Statements 
The sample qualification worksheet appearing as Exhibit 7-13 provides a general guide to 
qualification issues that are relevant for contraceptive and pharmaceutical procurement. The 
BEC: 


• Notes or confirms precise requirements for items to be checked in this category. 
For example, in assessing whether or not the bidder/manufacturer has adequate 
capacity (Exhibit 7-13, item A.1), the BEC would calculate a number that is three 
times the quantity specified in the Schedule of Requirements. 


• Carefully examines the bidder’s documents and statements provided by the bidder 
and compares to qualification criteria announced in the bidding documents. 
Findings are recorded on a worksheet or another permanent record.   


2. Reference Check 
In addition to documents and statements, bidders are required to provide a list of business 
and commercial references, as well as contact information. One of the critical jobs of the 
BEC is to contact at least some of the reference persons and institutions provided to verify 
statements and obtain information on past performance and financial standing. 


3. Determination of Qualification Status  
After checking references, the BEC decides if the lowest evaluated cost bidder satisfies all 
qualification criteria. 


• If the lowest evaluated cost bidder fails post-qualification, the BEC rejects its bid 
and subjects the next-ranked bidder to the same post-qualification scrutiny. If 
successful, this bidder is recommended for award. If not, the process continues. 


• Post-qualification failure must be clearly explained and documented in attachments 
to the Bid Evaluation Report. A history of poor performance may be considered 
adequate justification. 


Some countries and organizations address post-qualification earlier in the evaluation 
process. The advantage of waiting until the end of the process is a substantial reduction in 
work: only the lowest evaluated cost bidder and perhaps one alternate need to be 
investigated. 
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L. Award Recommendation  


Once the BEC has identified and qualified the winning bidder, it makes a recommendation to 
the contracting authority for award. It may only need to fill out and sign a simple form, but 
in many countries and organizations, the BEC also develops a summary record of the 
pertinent facts leading to its decision and a description of the decision-making process itself. 
This Bid Evaluation Report not only informs and assists the higher-level approving authority, 
it also establishes and documents pertinent facts that would help to defend against any 
protest from an unsuccessful bidder. 


1. Bid Evaluation Report  
The Bid Evaluation Report is a narrative summary record of the bid evaluation: 


• Identifying the procurement by name, accounting designations, and significant dates 
(such as the date of the Invitation for Bids [advertisement], the date of bid opening, 
and the expiry date of bid validity). 


• Showing—in ascending order—the evaluated costs of all responsive bids. Many 
countries do not require a minimum number of responsive bids. Even when only 
one bid is submitted, the bidding process may be considered valid if the bid was 
satisfactorily advertised and prices are reasonable in comparison to market values. 


• Stating the name of the recommended bidder plus the amount to be awarded. It 
also provides basic information about that bidder.  


• Providing a clear, detailed explanation if the lowest evaluated cost bid is not being 
recommended.    


• Explaining any extraordinary factors associated with the competition (prices higher 
than estimated, lower than expected, only one bid submitted, etc.).  


2. Collective Recommendation 
The BEC collectively makes a recommendation for award; generally, the lowest evaluated 
cost qualified bidder. In many countries and organizations: 


• Each BEC member signs the official recommendation document with his or her 
name and designation, clearly stating that the examination and evaluation have 
followed the requirements of the regulations, procedures, and bidding documents; 
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that all facts and information have been correctly reflected in the evaluation report; 
and that no substantial or important information has been omitted.  


• If any member of the BEC disagrees with the collective recommendation, the 
member may provide a detailed note of dissent. 
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M. Approvals, Delays, and Extension of Bid 
Validity 


In most cases, the recommendation of the BEC will need to be approved or endorsed by a 
higher authority before a contract can be awarded.  


In good public-sector systems, this is an opportunity to make sure the selection process has 
been fair and equitable, that all required procedures have been followed, and that an 
adequate record has been generated. If irregularities are uncovered, the BEC may be asked 
to repeat and correct its evaluation, bringing into play the possibility of expired bid validities.   


In some cases, the approval process has been known to provide an opportunity for 
ministerial privilege that often subverts an otherwise fair process. Delays and the possibility 
of expired bid validities are common in this circumstance. 


If justified by exceptional or unfortunate circumstances such as protest or delayed approval, 
a procuring entity may need to request bidders to extend the validity period of their bids. 
Bidders are not obliged to agree to such requests. However, if a bidder agrees, the 
agreement must be in writing and confirm the new date for the expiry of bids. If the bidder 
has submitted a bid security, the bid security must be extended as well. 
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N. Reference Material 


1. Checklists and Forms 
Exhibit 7-1 


Sample Record of Bid Opening 
 


 
Name of Project/Contract __________________________________________________ 


Invitation for Bid No. _______________________________________________________ 


Date  ______________________________________________ 


Time  ______________________________________________ 


 Bidder’s Name 
and Address 


Local Agent’s 
Name and 
Address 


Bid 
Currency 


Total Bid 
Price 


Modifications or 
Comments (Discounts, 


Withdrawals, Missing Bid 
Security, etc.) 


1.     
 


2.     
 


3.     
 


Etc.     
 


 


Bidders Present 


Name Company Signature 


1.    


2.    


Etc.    


 


Members of Bid Opening Committee 


Name Signature 


1.   


2.   


Etc.   
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Exhibit 7-2 


Sample Format for Confirmation of Bid Security 
 


 
Confirmation of Bid Security 


 
 
Date: 
 
 
Manager, Issuing Bank: 
[Fill in the name and address of the bank branch as evident from the bid security] 
 
 
Subject: Bank Guarantee/Pay Order [number and date] 
 
 
You are requested to kindly confirm issuance of the above-mentioned Bank Guarantee/Pay Order 
[number and date] submitted to us by [bidder’s name and address] against bid package number 
[insert number]. 
 
 
Salient information about the instrument is given below: 
 


Type of Guarantee Issued in Favor of Amount and 
Currency Validity 


Bank guarantee or pay 
order or otherwise Bidder’s name Amount and currency Time period 


 
 
Your early response will be highly appreciated. 
 
[Insert name and address of the procuring entity] 
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Exhibit 7-3 


Sample Procurement Identification Form (SBEF Table 1) 
 


1.1 Name of borrower   
1.2 Loan/credit number   
1.3 Date of effectiveness   
1.4 Closing date 


(a) original 
(b) revised 


 
  
  


1.5 Name of project   
1.6 Purchaser (or employer) 


(a) name 
(b) address 


 
  
  


1.7 Contract number (identification)   
1.8 Contract description   
1.9 Cost estimate1   
 
1.10 Procurement method (check one) 


 
ICB3   LIB4   Other   


1.11 Prior review required2 Yes   No   
1.12 Domestic preference allowed Yes   No   
1.13 Fixed-price contract Yes   No   
1.14 Co-financing, if any: 


(a) agency name 
(b) percentage financed by 


agency 


 
  
 
  


 
1 Cite source and date if other than staff appraisal report. 
2 If response is “no,” items 2.2(b), 2.4(b), and 2.6(b) in Table 2 may be left blank, unless the Bank’s prior review was specifically requested. 
3 International competitive bidding. 
4 Limited international bidding. 
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Exhibit 7-4 


Sample Bidding Process Form (SBEF Table 2) 
 


2.1 General procurement notice 
(a) first issue date 
(b) latest update 


 
  
  


2.2 Prequalification, if required 
(a) number of firms prequalified 
(b) date of Bank’s no-objection 


 
  
  


2.3 Specific procurement notice 
(a) name of national newspaper 
(b) issue date 
(c) name of international 


publication 
(d) issue date 
(e) number of firms notified 


 
  
  
 
  
  
  


2.4 Standard bidding document 
(a) title, publication date 
(b) date of Bank’s no-objection 
(c) date of issue to bidders 


 
  
  
  


2.5 Number of firms issued 
documents 


 
  


2.6 Amendments to documents, if any 
(a) list all issue dates 
(b) date(s) of Bank’s no-


objection 


 
1.   2.   3.   
 
1.   2.   3.   


2.7 Date of pre-bid conference, if any   
2.8 Date and minutes of conference 


sent to bidders and Bank 
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Exhibit 7-5 


Sample Bid Submission and Opening Form (SBEF Table 3) 
 


3.1 Bid submission deadline 
 (a) original date, time 
 (b) extensions, if any 


  
  


3.2 Bid opening date, time   
3.3 Record of Bid Opening, date sent 


to Bank 
 
  


3.4 Number of bids submitted   
3.5 Bid validity period (days or weeks) 
 (a) originally specified 
 (b) extensions, if any 
 (c) date of Bank’s no-objection, 


if required1 


 
  
  
 
  


 
Note: Contracts under two-stage bidding will require the information requested for each stage to be filled out. Refer to Guidelines, para. 2.6, 
and SBD for Supply and Installation of Plant and Equipment. 
1 Refer to Annex I, para. 3 herein. 


Exhibit 7-6 


Sample Verification Checklist for SBEF Table 5 (Column B) 


 


Verification Checklist for SBEF Table 5 (Column B) 
 


Bidder’s Name ____________________________________ Contract Number ____________ 
 
1. Bid form and price schedule filled in and duly signed? (yes/no) 
 
2. Bid validity period conforms to the requirement in the bidding documents? (yes/no) 
 
3. If the bidder is a joint venture, joint venture agreement provided? (yes/no/not applicable) 
 
4. If the bidder is not the manufacturer, did the bidder provide manufacturer’s confirmation to 
warranty obligations? (yes/no/not applicable) 
 
5. If the bid has been submitted by an agent, is the manufacturer’s authorization to submit the bid 
provided? (yes/no/not applicable) 
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Exhibit 7-7 


Sample Eligibility Checklist for SBEF Table 5 (Column C) 


Eligibility Checklist for SBEF Table 5 (Column C) 
 


Bidder’s Name ____________________________________ Contract Number ____________ 
 


1. Has this bidder been prequalified? (yes/no/not applicable) 
 
2. Is bidder a national of an eligible source country? (yes/no) 
 
3. If bid is from a joint venture, are all partners nationals of an eligible source country? (yes/no/ 
not applicable) 
 
4. If bid is from a joint venture, is the joint venture registered in an eligible source country? 
(yes/no/not applicable) 
 
5. Do the goods and/or services offered originate from eligible source countries? (yes/no) 
 
6. Is the bidder affiliated with a firm that has provided related consulting services on the project? 
(yes/no) 
 
7. If the bidder is a publicly owned enterprise, is the bidder legally and financially autonomous  
and operating under commercial law? (yes/no/not applicable) 
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Exhibit 7-8 


Sample Bid Security Checklist for SBEF Table 5 (Column D) 


Exhibit 7-9 


Sample Completeness of Bid Checklist for SBEF Table 5 (Column E) 


Completeness of Bid Checklist for SBEF Table 5 (Column E) 
 


Bidder’s Name ____________________________________ Contract Number ____________ 
 
1. Does the bidder offer all of the required items? (yes/no) 
 
2. Does the bidder offer full quantities of the required items? (yes/no) 
 
3. Has the bidder made any additions, deletions, or other changes to the original bidding 
documents? (yes/no) 
 
4. Has the bidder initialed any erasures, additions, deletions, or other changes to the 
original bidding documents? (yes/no) 
 
5. Are all pages of the bidding documents and the bid included in the submission? (yes/no)  
If no, list missing items. 
 
6. Are all of the required documents and attachments included with the bid? (yes/no)  
If no, list missing items. 


Bid Security Checklist for SBEF Table 5 (Column D) 
 


Bidder’s Name ____________________________________ Contract Number ____________ 
 
1. Is bid accompanied by bid security? (yes/no) 
 
2. Does the amount of the bid security conform to the amount required in the bidding 
documents? (yes/no) 
 
3. Does the period of the bid security conform to the period required in the bidding 
documents? (yes/no) 
 
4. If bid security is issued as a bank guarantee, is it consistent with the wording of the bid 
security form provided in the bidding documents? (yes/no/not applicable) 
 
5. If the bid is submitted by a joint venture, is the bid security in the name of all the 
partners of the joint venture? (yes/no/not applicable) 
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Sample Technical Evaluation Report Selecting Suppliers 


 


 
Technical Evaluation Report  


 
Name of Bidder:  ______________________________________ 
 
Name of Item: ________________________________________ 
 


 Specification per Bidding Documents Remarks (acceptable, unacceptable; if 
unacceptable, provide reasons) 


1   


2   


3   


4   


5   


 
Offered Product’s Brand Name: ____________________________________ 
 
Offered Product’s Model No.: ______________________________________ 
 
Overall Comments: [If product mentioned above is other than what was specified in the bidding documents, please state whether or not the substituted 
product offers substantial equivalence in critical performance parameters or in other requirements.] 
 
Signature of Technical Expert: ____________________________ 
 
Date: ________________________________________________ 
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Exhibit 7-11 


Sample Commercial Responsiveness Subschedule for SBEF Table 5 
(Column F) 


Commercial Responsiveness Subschedule for SBEF Table 5 (Column F) 
 


Bidder’s Name ____________________________________ Contract Number ____________ 
 
1. Does the bidder ask for price adjustments when a fixed-price bid was invited? (yes/no) 
 
2. Does the bidder offer an alternative design in the bid? (yes/no) 
 
3. What is the completion/delivery time offered in the bid? 
 
4. Does the completion/delivery time offered in the bid conform to the Schedule of 
Requirements in the bidding documents? (yes/no) 
 
5. Is any subcontracting mentioned in the bid? (yes/no) 
 
6. Does the bidder agree to bear the responsibilities and liabilities allocated in the bidding 
documents, such as performance securities, insurance coverage, etc.? (yes/no) 
If no, provide details. 
 
7. Does the bidder agree to applicable law, taxes and duties, and dispute resolution 
procedures specified in the bidding documents? (yes/no)  
If no, provide details. 
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Example Cross-Discount Worksheet Selecting Suppliers 


In our example, three bidders responded to our bid: ABC Pharma, Medco, and Pharmatech. The bid has 30 items listed, and bidders have been allowed to 


identify packages of items on which they would offer a discount if awarded together. ABC Pharma has offered three such groupings of items. The 


worksheet below details the cross-discount evaluation of the bids. Upon evaluation, two of the discounted offerings from ABC Pharma have lower prices 


than the bids from the other bidders, and one does not. Therefore, it would be in the best interest of the purchaser to select ABC Pharma for items 1 


through 7, as well as items 24, 26, and 29, and Pharmatech for items 14 through 22.  


 


Cross-Discount Worksheet (US dollars) 


A. 
Bidder 


B. Bid Packages 
Grouped by 
Bidder for 
Discount 


C. 
% 


Discount 
Offered 


D. Discounted 
Total Price of 
Bid Packages 


E. Prices Offered by 
the Lowest Evaluated 


Cost Bidder(s) for 
Column (B) Packages 


F. Lowest Evaluated 
Cost Bidder(s) 


Without Discounts 
for Column (B) 


Packages 


G. Comparison: 
Column (D) 
Total and 


Column (E) 
Total 


H. Lowest 
Evaluated Cost 


Bidder With 
Discounts 


Applied 
ABC 
Pharma 


1. Items 1–7 
($650,000) 1. 10% 1. $585,000 1. $615,000 Medco $30,000 Savings ABC Pharma 


2. Items 14–22 
($600,000) 2. 15% 2. $510,000 2. $490,000 Pharmatech $20,000 Cost Parmatech 


 


3. Items 24, 26, 29 
($1,200,000) 3. 10% 3. $1,080,000 3. $1,150,000 Pharmatech  $170,000 


Savings ABC Pharma 


Column (A): Enter the name of bidder offering a conditional discount. 
Column (B): List the items that have been offered a discount if all items in the group were awarded to that bidder. Include the original price without the 
discount. 
Column (C): Enter the discount offered by the bidder (usually a percentage). 
Column (D): Apply the discount in Column (C) to each bid package price noted in Column (B) to find a discounted price for each bid package, and enter 
that amount in Column (D). 
Column (E): List the sum of the lowest evaluated price for each separate item in Column (A).  
Column (F): Indicate the bidder(s) with the lowest evaluated total price. 
Column (G): Compare the discounted total price (D) to the lowest evaluated price (E) and enter the result as a savings or cost to take the discount. 
Column (H): Enter the new lowest evaluated cost bidder with the cross-discounts applied, or list the original evaluated bidder if the discounts do not 
propose a benefit. 
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Exhibit 7-13  


Sample Qualification Worksheet 


Bidder’s Qualification Criteria 
 


A. Manufacturer has adequate production capability 
1. Annual capacity for production of subject goods is at least three times the quantity specified in the 


Schedule of Requirements for this bid. (reference TN) 
2. Installed manufacturing capacity for subject goods less existing contracts for delivery of subject 


goods exceeds quantities specified in the Schedule of Requirements for the same period. 
 


B. Bidder has verifiable business and financial stability 
1. Manufacturer’s average annual sales value over the past three (3) years is at least five times the 


estimated contract value. (reference TN) (requires calculation) 
2. Manufacturer has produced the specific goods that are the subject of bidding for at least two (2) 


years, and for similar goods, for at least five (5) years. (reference TN) 
3. Agent, if applicable, has marketed specific or similar goods for at least three (3) years. 
4. Manufacturer is licensed or otherwise registered with tax authorities for doing business in the 


country of domicile. (reference WB ITB) 
5. Agent, if applicable, is licensed or otherwise registered with tax authorities for doing business in 


[COUNTRY NAME]. 
6. Manufacturer has maintained a business bank account for at least five (5) years. 


Agent, if applicable, has maintained a business bank account for at least three (3) years. 
 
C. Manufacturer has verifiable technical capability 
1. Manufacturer of goods has a valid license issued by the competent regulatory authority in the 


country of manufacture. (TN) 
2. Manufacturer of goods has received satisfactory current good manufacturing practices inspection 


in line with the World Health Organization Certification Scheme on the Quality of Pharmaceutical 
Products Moving in International Commerce4 from the regulatory authority in the country of 
manufacture within the two (2) years prior to bid. 


 or… 
3. Manufacturer has been certified by the competent authority of a member country of the 


Pharmaceutical Inspection Convention and has demonstrated compliance with quality standards 
during the two (2) years prior to bid. (TN) 


4. Manufacturer has onsite quality control/quality assurance testing facilities. 
 
D. Bidder has verifiable history of successful performance 
1. Number of similar contracts completed by bidder is not less than three and not more than five 


(normally four) within the last five (5) years, depending on the size and complexity of the subject 
contract. (TN) 


2. Reference check reveals satisfactory business dealings with at least five similar customers. 
3. Reference check with at least five similar customers reveals satisfactory quality of products 


supplied. 
 
TN: Technical Note (found in World Bank Standard Bidding Document: Procurement of Health 


Sector Goods) 
WB: World Bank 
ITB: Instructions to Bidders 
 


 


4 Available at: http://www.who.int/medicines/areas/quality_safety/regulation_legislation/certification/en/index.html. 
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2. Websites 
World Bank Standard Bid Evaluation Form: Procurement of Goods or Works  


http://go.worldbank.org/K51NBXRVV0 


World Bank Standard Bidding Document: Procurement of Health Sector Goods 
(revised August 2008) 


This standard bidding document is intended for purchasers to use in soliciting bids for 
supply of pharmaceuticals, vaccines, condoms, nutritional supplements, and oral and 
injectable hormonal forms of contraception through international competitive bidding. It 
includes clauses needed to ensure product quality and safety, and addresses requirements 
for licensing by the national regulatory authority.   


http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:21890171~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266~isCURL:Y,00
.html 


Technical Note  


This technical note was appended to an earlier version of the health-sector bidding 
document. It was designed to help World Bank personnel and borrowers understand some 
of the unique aspects of purchasing health-sector goods. It is still useful, and still available on 
the World Bank’s website at http://siteresources.worldbank.org/PROCUREMENT/ 
Resources/health-tn-ev2.doc. 


 



http://go.worldbank.org/K51NBXRVV0

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20199935%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://siteresources.worldbank.org/PROCUREMENT/%0BResources/health-tn-ev2.doc

http://siteresources.worldbank.org/PROCUREMENT/%0BResources/health-tn-ev2.doc
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O. Learning Evaluation 


1.  Why is it important to evaluate bids according to the evaluation criteria identified in the 
bidding documents? 


2.  What are the major responsibilities of the BEC?  


3. What are the key activities a BOC is responsible for? 


4. What are the key steps that should be followed for verifying bid securities? 


5. What is the purpose of SBEF Table 5? 


6.  When is a bid considered substantially responsive? 


7. In evaluating bids, what is considered a major (or material) deviation? 


8. What are the key steps in the financial evaluation of bids? 


9. What are the key steps a purchaser should follow for qualifying the lowest evaluated 
cost bidder? 
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Learning Evaluation Answers 
1.  When winning bids are not chosen fairly and in accordance with the criteria mentioned 


in the bidding documents, quality, timeliness, and cost may suffer: 


• Reputable suppliers of high-quality products will not be inclined to bid on 
future contracts, judging it a waste of their time and resources; thus, a market 
for questionable and poor-quality products will open. 


• Unsuccessful bidders will have valid grounds to file protests, which almost 
always delays the procurement process and contract award (and subsequently, 
the delivery of products).  


See Section A. 


2.  The BEC has responsibility for reviewing and comparing bids and recommending one to 
the contracting authority based on its comparative merits (including, but not limited to, 
price). The BEC is convened promptly after the bid opening and must complete its tasks 
within the time periods indicated in the bidding documents. See Section D.2. 


3. At the stated time, the BOC opens each bid that was received before the deadline and 
reads aloud the following information: 


• Bidder’s name and local agent’s name (if different). 


• Bidder’s city/state or province/country. 


• Withdrawal or modification (if any). 


• Currency (or currencies) of the bid. 


• Bid price. 


• Discounts (if any). 


• Presence or absence of any required bid security. 


As each bid is being read out, a member of the BOC records the details on a Record of 
Bid Opening. Upon conclusion of the bid opening, all members of the BOC and the 
attending bidders or their representatives sign the Record of Bid Opening. The BOC 
distributes copies of the Record of Bid Opening as required and may also provide copies 
of the Record of Bid Opening to bidders upon their request. See Sections E.3 and E.4. 
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4. The validity of each bid security is confirmed with its originator shortly after the bid 
opening, generally within 5 to 15 days. Bid securities issued by international banks or 
other outside institutions may be confirmed by email, fax, telegram, telex, letter, etc. Bid 
securities issued by local or international banks with local correspondent affiliations may 
be confirmed by visiting the correspondent bank and speaking with an officer. See 
Section F.2. 


5. Table 5 of the SBEF provides a summary record indicating how each bid for a goods 
contract is substantially responsive or nonresponsive to the bidding documents. It 
includes columns for recording each bidder’s name, verification status, eligibility status, 
bid security status, completeness of bid, substantial responsiveness, and acceptance for 
detailed examination. The objective of this examination is to identify and reject bids that 
are incomplete, invalid, or substantially nonresponsive to the bidding documents. See 
Section I. 


6. A bid is considered substantially responsive when it is presented in the required manner 
and includes all required information, samples, statements, securities, signatures, forms, 
and supporting documents, and when it contains no material deviations from or 
reservations to the terms, conditions, and specifications in the bidding documents. See 
Section I.5. 


7. A major (or material) deviation is a significant and unacceptable difference from the 
requirements stated in the bidding documents. As a general rule, major deviations are 
those that, if accepted, would not fulfill the purposes for which the bid is required, or 
would prevent a fair comparison with bids that are properly compliant with the bidding 
documents. A major deviation affects the price, quantity, quality, or delivery of the 
goods as required in the bidding documents; limits the responsibilities, duties, or 
liabilities of the bidder; or limits any rights of the purchaser. See Section I.5. 


8. The evaluated cost is not necessarily the submitted price; it takes corrections, discounts, 
and other factors, such as exchange rates, additions adjustments, priced deviations, and 
domestic preference for goods into consideration and gives them a value. Bidding 
documents must list factors to be considered in addition to price, and describe the 
manner in which they will be applied. SBEF Tables 6 through 11 were developed by the 
World Bank to help ensure a fair comparison among all the offers. See Section J. 


9. The key steps a purchaser should follow for qualifying the lowest evaluated cost bidder 
include ensuring: 
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• The manufacturer has adequate production capacity. 


• The bidder has verifiable business and financial stability. 


• The manufacturer has verifiable technical capability. 


• The bidder has a verifiable history of successful performance. 


Qualification may take place either before the bidding starts (prequalification) or after an 
apparent lowest evaluated cost bidder has been identified (post-qualification). See 
Section K. 
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P. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. A bid opening committee is established to implement bid opening procedures. 


2. Percentage of supplier selections that adhere to the written evaluation criteria 
identified in the bidding documents. 


3. Percentage of supplier selections completed within the original bid validity period. 


4. Percentage of contracts awarded without a bidder’s protest for the RH 
commodities selected. 
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Q. Glossary and Acronyms 


Agent   A supply term for an independent contractor 
authorized by a manufacturer to promote and 
sell the manufacturer’s products within a 
designated geographic area. Often, an agent will 
contract to represent several manufacturers of 
noncompeting products. 


BEC Bid evaluation committee: A committee of 
ministry and program representatives, often 
including the Ministry of Finance, that oversees, 
guides, and approves key steps in the 
procurement process, including final selection. 
Also known as a bid review committee. 


Beneficiary   A legal term used in banking to describe the 
party entitled to collect funds guaranteed by a 
commercial letter of credit upon presentation of 
stipulated documents (usually shipping and quality 
assurance documents). Also known as the seller. 


Bid   A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents  The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bid security A financial instrument used to guarantee 
compensation to the prospective buyer for 
inconvenience and expense if a winning bidder 
rescinds its offer after the bid is closed and an 
award is made to the bidder. Each bidder 
provides an amount stated in the bidding 
documents with its bid submission. 
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BOC  Bid opening committee: Committee of a 
minimum of three members that administers and 
oversees the opening of sealed bids. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


Commodity  Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Cost What the purchaser ultimately pays for an item, 
delivered to its facility. Cost, not price, is used 
for budgeting.  


Criteria   Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Current good 
manufacturing 
practice(s) 


Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 


Debarred Denied opportunity to compete for contracts of 
a purchasing authority. 


Discrepancy   Used in banking and trade to indicate lack of 
agreement with stated requirements and/or 
documents. 


Documentary 
evidence  


Being, consisting of, or contained exclusively in 
documents. 
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Domestic 
preference  


A term used in World Bank procurement 
documents to describe a competitive advantage, 
expressed in a percentage, that is sometimes 
given to local manufacturers of goods competing 
for contracts against international sources. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) 
  


Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity  A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Evaluated cost  An offered price adjusted for corrections, 
discounts, domestic preference, and usage 
factors. 


Evaluation criteria  Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


General Conditions 
of Contract 


Mandatory contract wording for issues such as 
payments, obligations, risks, rights, and 
performance. 


ICB International competitive bidding. 


Interlineations Notations written between the lines of the 
original bidding documents. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished. 


Joint venture  A business enterprise in which two or more 
companies enter a temporary partnership. 
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Letter of credit  An arrangement by banks for settling commercial 
transactions; specifically, a written promise by a 
bank given to the seller in accordance with 
instructions (backed by a cash deposit) of the 
buyer to pay up to a given sum of money within a 
prescribed time limit when and if the seller 
presents specified documents that give evidence 
of its performance. 


LIB Limited international bidding. 


Lot (Batch) In manufacturing, a single, uniform, and 
homogeneous quantity produced from one 
compounding formulation, in one manufacturing 
and production operation, and that has received 
entirely the same processing treatment. 


Major (or material) 
deviation  


Used in evaluating bids to describe a significant 
and unacceptable difference from the 
requirements stated in the bidding documents. 
More precisely, a material deviation is one that 
affects, in any way, the price, quantity, quality, or 
delivery of the goods as required in the bidding 
documents, or limits in any way the 
responsibilities, duties, or liabilities of the bidder 
or any rights of the purchaser. 


Manufacturer’s 
(Bidder’s) 
representative  


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


National regulatory 
authority 


Same as drug regulatory authority: An 
independent government entity responsible for 
establishing procedures to ensure that medicines 
intended for use in the country are safe, potent, 
and effective. 
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Nonresponsive  A procurement term used to describe an offer 
that does not comply with the most basic 
instructions and requirements stated in the 
bidding documents provided by the purchasing 
organization. For example, an unresponsive bid 
may be one that is not signed, is bid in the wrong 
language, or does not offer the required 
products. 


Offer  Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Pharmaceutical 
Inspection 
Convention 


One of two international instruments 
(Pharmaceutical Inspection Co-operation Scheme 
is the other) between countries and 
pharmaceutical inspection authorities dedicated 
to standardizing and ensuring current good 
manufacturing practices and inspections. 
Currently, it has 31 member countries, with the 
European Medicines Agency, the United Nations 
Population Fund, and the World Health 
Organization as partners/observers. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Prequalification 
(of manufacturer/ 
supplier/bidder) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Price What the seller asks for an item. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 
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Qualification 
(criteria)  


An attribute that must be met or complied with 
that makes a competing firm fit to perform a 
specific contract. 


Quality assurance See Supplementary Topics, Section H: Product 
Quality Assurance. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


Request for 
Quotation 


A procurement method without sealed bidding 
or formal bidding procedures in which potential 
suppliers are contacted and asked to provide a 
price for specified goods. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


SBEF Standard Bid Evaluation Form: A World Bank 
document that outlines a step-by-step procedure 
for examining and evaluating bids. 


Schedule of 
Requirements  


Part of bidding documents that describes the 
quantity of goods and expected delivery time. 


Special Conditions 
of Contract 


Modifies or adds to General Conditions of 
Contract to suit specific goods and situations. 


Specification A definitive description of the commodity to be 
procured. 







7 Selecting Suppliers 
 


Procurement Capacity Toolkit 7-57 


 


Substantially 
responsive 


A bid that contains no material deviations from 
or reservations to the terms, conditions, and 
specifications in the bidding documents. 


Supplier  The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


Surety  A person or firm that is legally responsible for 
the debt, default, or delinquency of another. 


TEC Technical evaluation subcommittee to the bid 
evaluation committee: A committee of technical 
experts that reviews bids for responsiveness to 
technical specifications. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Warranty A written guarantee given to the purchaser of 
health-sector goods by the manufacturer or 
dealer, usually specifying that the manufacturer 
will replace poor-quality goods free of charge for 
a stated period of time. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 


World Health 
Organization 


The directing and coordinating authority for 
health within the United Nations system. 
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A. Introduction 


Successful procurement and management of contraceptives, pharmaceuticals, and other 
commodities is crucial to the success of reproductive health (RH) programs because they 
require uninterrupted supplies of safe, effective products. “Uninterrupted” is a key word for 
these products, as they must be used on a regular basis in order to be effective and provide 
the required protection. Programs that cannot support regular use of contraceptives do not 
achieve their objectives, acquire a poor reputation, and soon lose their clients.  


Developing and transitional countries have a great need for dependable RH services in the 
public sector, but in these same countries, public-sector procurement can be a challenging 
job, often encumbered by problems and delays that generate stock-outs. 


The skill and speed with which the supply process is handled is limited by the environment 
in which it operates. This environment includes laws and regulations, resources and 
infrastructure, routine practices of the government apparatus, and decisions made by those 
in authority.  


Policymakers at every level have an impact on this all-important environment… 
either positively or negatively. 


This Summary is Written for: 
1. Policymakers who are part of larger government bodies and heads of ministries or 


administrative units serving as legislative delegates, as well as higher-level 
government officials. This group may have little or no specific exposure to RH 
issues in general and procurement of contraceptives and pharmaceuticals in 
particular. They may never have considered how the quality and timeliness of these 
products affect the “greater good” of the people they are pledged to serve. 


2. Health ministry personnel who sometimes become involved in parts of the RH 
supply process—generally the budgeting and financial aspects—but may not be 
aware of RH supply goals, good public-sector procurement practices, or 
operational details within their own systems that can affect the quality and 
timeliness of RH supplies.  


3. Program managers without responsibility or requirements in the area of RH supply 
but who may have parallel needs—for example, managers of HIV/AIDS programs 
that purchase condoms or treatment drugs.  
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4. Others who may find this summary useful as a supplement to the detailed learning 
modules.  


For convenience, the remainder of this Summary Guide will include all four audiences under 
the general heading of “policymaker.”  


The objective of this Summary Guide is to help readers develop the insight necessary to 
effectively support the primary goals of RH supply: safety, efficacy, and timely delivery 
of the product. To help achieve this objective, the Guide addresses the following key 
topics: 


• Identifying where policymakers have an impact on RH supply. 


• Identifying what policymakers need to know about RH supply. 


• Providing an overview of the RH supply process. 


• Identifying issues that lead to delays and other problems in the RH supply process. 


A general understanding of pertinent processes and key issues will hopefully lead to 
beneficial decisions, or at least to decisions that will cause no harm. The Guide also seeks to 
instill realistic expectations about RH supply matters.  
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B. Where Policymakers Have an Impact on 
Reproductive Health Supply 


The following are some of the key areas in which policymakers can have an impact—either 
favorably or unfavorably depending on the decisions made—on the overall effectiveness and 
efficiency of the RH supply process: 


• Drafting and enforcing public procurement laws and regulations, including 
anticorruption measures.  


• Interpretation of policies on fair competition. For example, World Health 
Organization (WHO) prequalification as a quality assurance (QA) measure is 
sometimes challenged inappropriately as limiting competition. 


• Staffing policy can negatively impact personnel in procurement positions (e.g., 
routine rotations sometimes lead to untrained, inexperienced procurement 
personnel or personnel lacking specific knowledge required for RH product 
procurement). 


• Budget allocations: 


– Financing and support for staffing and internal infrastructure. 


– Financing for product procurement. 


• Management of funds (allocated funds are sometimes unavailable when the 
obligation to the supplier must be paid). 


• Efficient, timely decision-making and approval processes. 


• Building reputations for trouble-free international commerce and fair competition, 
which attracts good suppliers and increases competition. 


• Taxation policy. (Must a program pay taxes on goods that will be used in the public 
sector?) 


• Regulatory and product licensing issues and procedures. 


• Import procedures and restrictions. 


• Disposal of expired or defective goods. 


• Inspection and acceptance policy.  


• Centralized versus decentralized procurement. 
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While generally left to the responsible program manager, other policymakers may play a 
part in decisions about: 


• Finalizing quantification data. 


• Determining the method mix for contraceptives.  


• Allocating budgets and other resources. 


• Adding new products to the essential medicines list.  


• Selecting the procurement option (e.g., procurement handled directly by staff or 
indirectly through an external organization). 


• Assigning procurement responsibility. 
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C. What Policymakers Need to Know About 
Reproductive Health Supply/Goods  


1. What Are “Reproductive Health Goods” and Where 
Do They Come From? 


WHO publishes The Interagency List of Essential Medicines for Reproductive Health, which 
presents the current international consensus on the rational selection of essential RH goods 
and medicines.1 This list includes a wide range of pharmaceutical goods and medicines, from 
anesthetics and anti-infective medicines, to disinfectants, contraceptives, and immunologicals 
that have been selected to provide comprehensive reproductive health medical care.   


For the Procurement Capacity Toolkit and this Summary Guide, this list of RH goods and 
medicines has been narrowed to focus primarily on contraceptives, which include hormonal 
contraceptives in pill or injectable form, intrauterine devices, implants, and condoms.   


The technology required to produce contraceptives ranges from highly sophisticated steroid 
synthesis and compounding to factory floor injection molding and latex dipping—all very 
different manufacturing environments requiring specialized, expensive equipment and quality 
control measures that often rule out local production in developing economies. Some of the 
pharmaceuticals are more likely to be produced locally in developing countries. 


a. What This Means for the Reproductive Health Supply System 


Most contraceptive purchases involve doing business with international manufacturers. This 
requires managing the transfer of funds through the international banking system and 
observing international trade conventions. It also brings into play widely recognized 
standards for public procurement; these are reflected in the expectations of potential 
suppliers. Import procedures and customs clearing systems enter the picture, as do licensing 
and regulatory issues. The supply process will be interrupted if any of these functions are 
performed poorly. 


                                                 


1 World Health Organization (WHO) et al. The Interagency List of Essential Medicines for Reproductive Health. Geneva: 
WHO; 2006. Available at: http://www.who.int/medicines/publications/essentialmedicines/WHO-PSM-PAR-
2006%20I_Rev.pdf. 
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2. Overarching Requirements: Quality and Timeliness 
a. Quality 


In purchasing products for the RH program, safety and efficacy take precedence over cost. 
In this special area of health, a poor-quality product has the capacity to do irreparable harm, 
and at the very least, waste public money by doing nothing at all. Unfortunately, 
unscrupulous sellers are found in many countries, selling fake, outdated, and substandard 
products to unsuspecting buyers at very low prices. In any situation, “bargain” prices can be 
an indicator of poor-quality products. 


For this reason, in all budgeting exercises for RH goods, it is necessary to incorporate 
measures to ensure the quality and efficacy of the product.  


b. Timeliness 


As explained earlier, RH programs must be able to support regular use of contraceptives by 
their clients. The procurement process incorporates measures to promote timely, 
dependable resupply, but the outcome is always vulnerable to problems in the wider 
environment.  


3. Quantity Implications 
A single unit or even a month’s worth of a contraceptive product is a minimal investment, 
but the annual quantity requirements for a target population add up to relatively high values.  


a. What This Means for Reproductive Health Supply 


1. Potential suppliers can become forceful when high values are at stake. They may 
attempt bribery or other corrupt practices, which, if successful, may drive away 
potential bidders in the next round of RH procurement. Or, unsuccessful 
competitors may try to subvert award decisions that are not in their favor—leading 
to long delays.  


2. Rules for government and organizational spending are most stringent at high 
financial “thresholds,” meaning the procurement process for contraceptives is likely 
to be lengthy and complex.  
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4. Regulation of Reproductive Health Goods by National 
Regulatory Authorities 


Regulatory licensing by national regulatory authorities (NRAs) is primarily a means of 
protecting populations from unsafe, ineffective drugs and medical devices. 


Worldwide, manufacturers of drugs and contraceptives must apply to local regulatory 
authorities for permission to market or otherwise distribute their products in a country by 
submitting pertinent safety and efficacy data and samples. The local NRA reviews these data, 
does testing, and grants or refuses licensing in a process that is often time consuming and 
expensive for the manufacturer. Thus, licensing a product is usually not undertaken unless 
the manufacturer is relatively sure of obtaining a market share in the target country. 


Enforcement of regulatory licensing is handled in part by national customs services; 
unlicensed products are denied entry into a country, turned back, or quarantined and 
eventually destroyed. 


a. What This Means for Reproductive Health Supply 


Since most developing countries need to import contraceptives, local regulatory licensing is 
critical. Good public-sector policy on competition requires the purchasing authority to 
accept bids from all potential suppliers, not just those offering already licensed products. 
Should the bidder of an unregistered product win the competition, the manufacturer of the 
offered product must obtain licensing (marketing authorization) from the local regulatory 
authority before a contract can become effective. The problem that arises has to do with 
the length of time it takes for such licensing and whether or not it will delay delivery enough 
to impact the supply situation. Some governments have dealt with this problem at the policy 
level by approving a “fast-track” regulatory procedure that accepts evidence of licensing in 
countries with known stringent regulatory authorities in lieu of prolonged and detailed 
investigations into the product’s safety and efficacy by the local authority.2  


For more information, see Supplementary Topics, Section K: Regulatory Authorities. 


5. Principles of Good Public-Sector Procurement 
Good public-sector procurement is based on competitive bidding and a fair, well-
documented supplier selection process. Development banks and donors around the world, 


 


2 For example, countries that are members of the Pharmaceutical Inspection Convention and Pharmaceutical Inspection 
Co-operation Scheme (PIC/S) and the International Conference on Harmonisation of Technical Requirements for 
Registration of Pharmaceuticals for Human Use (ICH) have known stringent regulatory authorities. For more 
information on the PIC/S and ICH, see Supplementary Topics, Section K: Regulatory Authorities. 
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as well as many governments, require these widely held standards and procedures of entities 
using their funds. In the past, details have varied by institution, but in recent years, the 
Organisation for Economic Co-operation and Development has spearheaded a movement 
to harmonize rules, procedures, and documents across their membership. Health-sector 
procurement involves additional product challenges. Products such as contraceptives, 
pharmaceuticals, and vaccines have unique QA and regulatory requirements that are added 
to the normal provisions for public-sector procurement.  


6. Who Works on Reproductive Health Supply?   
In a traditional setting, program personnel (usually with public health backgrounds) are 
responsible for program planning tasks, and a separate procurement unit is responsible for 
procurement process tasks. In addition, critical contributors, such as the Ministry of Finance, 
pharmacy specialists, the RH unit, accounting, customs clearing, and central stores, play 
peripheral but important roles.  


It is not uncommon to see program management doing some of the procurement 
processing tasks and vice versa; the work can be divided in any way that suits the situation, 
as long as the assigned personnel have appropriate skills and product knowledge.  


7. How Long Should it Take to Purchase Reproductive 
Health Goods?  


Faster is not always better when it comes to quality and cost. Twelve months or more may 
elapse from the time funding is assured until goods are ultimately delivered—even under a 
well-run international competition. The skill and diligence of the procuring entity are 
important factors in minimizing the time it takes to purchase RH goods, but they are not the 
entire story. Bottlenecks often occur in areas over which the procuring entity has no 
control. For example, approvals may be held up due to the absence or distraction of a key 
individual. See Module 5 for additional information on the importance of proper 
procurement planning. 


8. Financing the Annual Reproductive Health Goods 
Requirement  


Funds for procurement of RH goods may come from a government’s own revenue budget, 
loans or grants from development banks (e.g., the World Bank), a bilateral donor 
arrangement, foundation gifts, etc. Confirmed funding—regardless of the source—is the 
most critical link in the RH supply process. In addition, the source of funding may 
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dictate how the procurement should proceed, who should do it, and what markets can be 
solicited for offers. For example, a development grant may stipulate procurement through a 
United Nations supply agency (e.g., the United Nations Population Fund [UNFPA] or the 
United Nations Children’s Fund [UNICEF]) for certain products. A government health 
program using its own revenue funds, on the other hand, may require its centralized 
national procuring entity to carry out a competitive bidding process for its requirements.  
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D. The Reproductive Health Supply Process 


There are three phases of the RH supply process: program planning, procurement process, 
and contract performance. Each phase is composed of different elements. The table below is 
a visual representation of the process.  


 
Three Phases Ten Elements 


Defining Reproductive Health Supply Requirements 
Specifications 
Assessment of Procurement Options 


I. Program Planning 


Budget, Funding, and Procurement Requisition 
Critical Link: Funded Procurement Requisition 


Procurement Planning 
Developing Bidding Documents and Inviting Offers 
Selecting Suppliers 


II. Procurement Process 


Contracts 
Critical Link: Signed Contract and Payment Guarantee 


Contract Performance and Monitoring 
III. Performance 


Delivery of Goods 
Critical Conclusion: Delivery and Acceptance of High-Quality Products 


 


Critical components link each stage in the supply process:  


• Funding. 


• Signed contract. 


• Payment guarantee. 


• Delivery of high-quality products. 


Failure at any critical link will terminate the supply process. 


Additional details regarding the elements within each phase of the supply process and the 
critical components linking each phase can be found in the individual modules of the Toolkit. 


Phase I: Program Planning 


The first time a new policymaker becomes aware of the RH supply program is often during 
preparation and discussion of the annual budget. Budget requests for RH commodities are 
usually the result of a long, iterative process of planning and decision-making. The first part 







 Summary Guide for Policymakers 
 


Procurement Capacity Toolkit Summary Guide-11 


of the process is requirements definition, followed by cost estimation, and, finally, the 
establishment of a budget requirement. 


The modules addressing the elements of the program planning phase are as follows. 


Module 1. Defining Reproductive Health Supply 
Requirements 
This is the process of selecting the appropriate products and forecasting the quantities to be 
purchased. These processes are based on program coverage goals, method mix, existing 
inventories, required delivery dates, and other program factors.  


Module 2. Specifications 
Technical specifications are one of the most important elements of procurement: 


• They provide detailed information to suppliers about the goods to be purchased. 


• They are the benchmarks against which the purchaser will judge the technical 
responsiveness of suppliers’ bids. 


• They form the basis for the contractual obligation of the supplier to the purchaser.  


• They are the criteria against which the purchaser will determine the acceptability of 
specific goods prepared by the supplier for shipment.  


Specifications can be used to define a variety of areas, such as product information (quantity, 
size, color, and registration), manufacturing requirements (standards for raw materials and 
current good manufacturing practices certification), testing requirements, and packaging and 
shipping requirements—all details that when taken as a whole ensure product quality and 
acceptability to the end user. 


In addition to specifications that are clear, accurate, and complete, public-sector 
procurement requires that specifications be prepared in a way that will encourage maximum 
competition. They must be “product neutral.” In other words, they must use generic terms, 
relative characteristics, and performance requirements rather than brand names and 
superficial descriptions. If there is no way to avoid stating a brand name, it must be followed 
by “or equivalent.” Nonfunctional requirements (such as color and exact dimensions) must 
have strong justification and may not be used simply to eliminate all but a specific brand. 
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A challenge and requirement at this phase is to manage the process to ensure specifications 
are complete, comprehensive, and accurate, including obtaining input from all relevant 
governmental bodies, technical specialists, and program staff. 


Module 3. Assessment of Procurement Options 
Most organizations choose one of the following approaches when assessing their 
procurement options: 


• Contract directly with a manufacturer (or its agent). 


• Purchase goods from a distributor that has contracted with manufacturers for large 
quantities which it resells. 


• Hire a procurement agent to purchase goods on their behalf.  


The choice directly affects cost, so it must be considered when developing a budget. 
Contracting directly with a manufacturer or its agent usually returns the lowest unit price, 
but requires the most expertise. The decision is made based on what is possible, what is 
practical, who can/will do the procurement work, and cost implications. In many cases, a 
program will use different options for different products. Program managers normally decide 
on the best course of action for their circumstances; however, organizational and 
government policies play a role. 


The three main options and their variations are shown below. Some of the requirements for 
each, plus financial commitments and risk factors, are summarized in Exhibit S-1. Additional 
discussion can be found in Module 3 and Supplementary Topics, Section F: Procurement 
Agents, and Section G: Procurement Models.  
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Exhibit S-1 


Procurement Options Table 


Requirements and Results for the Reproductive Health Purchaser 


Procurement 
Option 


Purchase 
Quantity 


Foreign 
Exchange 
Required 


Procurement 
Skills 


Required1 
Infrastructure2 Product 


Cost Fee3 Risk 
Level4 


Direct -
international 


bid 
Large Yes High High Low No Low 


Direct -
international 


bid with 
private agent 


Large Yes Med Med Med Yes Med 


Indirect - 
public 


procurement 
agency  


Large Yes Low Low Med Yes Low 


Indirect -
private 


procurement 
agent  


Med to 
large Yes Med Med High Yes Med 


Indirect -
parastatal 


procurement 
service 


Any No Low Low High Yes High 


Indirect -
regional 
buying 
alliance 


Any Yes Low Med Med Yes Med 


 
1. Required level of procurement skills needed to administer the procurement option. 
2. Ministry of Health infrastructure required to support procurement. 
3. Fee included in the cost. 
4. Risk of a poor-quality product. Risk level is based on product knowledge, skill of agent, and proper administration.  
 


a. Direct Procurement 


• International competition.  


• International competition using a private procurement agent. 


• Sole-source procurement. 


• Small-scale national competition. 







 Summary Guide for Policymakers 
 


Procurement Capacity Toolkit Summary Guide-14 


                                                


b. Indirect Procurement 


• International supply service. 


– Public-sector agency (e.g., UNFPA, UNICEF). 


– Private-sector agency (e.g., IDA Foundation, Missionpharma). 


• International procurement agency (the private-sector Crown Agents). 


• Parastatal procurement service. 


• Regional buying alliance (where one exists). 


Module 4. Budget, Funding, and Procurement 
Requisition 
a. Cost Estimates  


Cost estimates are not as straightforward as they might seem. Prices for each product vary 
widely based on how the procurement is done (see the procurement options above) and 
the level of the supplier in the distribution chain. Moving down the distribution chain (from 
manufacturer to retail seller) adds costs and a profit margin at each level that is passed on 
to the purchaser. In addition, discounted public-sector prices are available for some 
products from some international suppliers and manufacturers. Access to these special 
prices is usually tied to a country’s gross national income (GNI), with the poorest countries 
paying the lowest prices. Large-quantity purchases often rate discounted pricing as well. 
Thus, the lowest prices may be seen when a low-GNI country is purchasing large quantities 
from a high level of the distribution chain. The GAVI Alliance provides support to national 
governments to procure discounted vaccines through the GAVI Fund. Eligibility is 
determined by national income, and only countries with a GNI per capita of less than 
US$1,000 in 2003 qualify. Currently, there are 72 eligible countries.3 


b. Assessment of Supply Possibilities 


In order to develop useful cost estimates, the procuring entity must determine the types of 
sellers available to it for each product. Supply possibilities are dependent on issues such as:  


• Access to convertible currency and banking for international purchases. 


• Agreements with financing organizations. 


• National trade barriers. 


 


3 For more information, see http://www.gavialliance.org/support/who/index.php. 



http://www.gavialliance.org/support/who/eligible/index.php
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• Regulatory constraints. 


• What level of supplier is likely to be interested based on quantity requirements and 
expenditure levels. 


c. Pricing Research 


The procuring entity must also research current product pricing information and associated 
costs. The following resources can be used for this purpose: 


• Quantities and last prices paid. 


• Direct inquiries to manufacturers. 


• Published price guides. 


• United Nations agency pricing. 


• Discounted pricing, if eligible (low GNI). 


• Associated costs, including: 


– Taxes and fees. 


– Freight and insurance costs and modality of last shipments. 


– Inspection and testing. 


– Inland transport. 


d. Calculating the Budget Requirement 


The estimated cost to fulfill the coverage target is calculated by multiplying each item by its 
likely price and adding associated costs. If the estimated cost is more than the amount likely 
to be available—as is often the case in developing countries—the RH program must make 
adjustments to the number of clients it can serve, delay some of the procurement and draw 
down on buffer stock (if any exists), or find additional funding. See Module 4 for additional 
information on budgeting. 


e. Procurement Requisition 


Once funding has been assured, the program requiring RH products can issue a 
procurement requisition to the entity responsible for procuring the goods, providing 
detailed information about product requirements by item, quantity, delivery date, and 
technical specifications. 







 Summary Guide for Policymakers 
 


Procurement Capacity Toolkit Summary Guide-16 


Phase II: Procurement Process 


Between funding a procurement request and a signed contract lies a large body of decision-
making and prescribed activity generally referred to as the “procurement process.” 


Module 5. Procurement Planning 
The procuring entity selects an appropriate method for purchasing the required goods if it 
has not been specified by the financing organization in policies tied to financial thresholds. 
For contraceptives, the procurement method is usually international competitive bidding 
either open to all or restricted to products and manufacturers that have been prequalified in 
some manner.  


Procurement planning also establishes expectations for a delivery date, a time frame for 
payment, and a framework for monitoring progress.  


Module 6. Developing Bidding Documents and Inviting 
Offers 
Bidding documents contain rules and conditions for bidding, state how a winning bidder will 
be chosen, and prescribe conditions of the resulting contract (including the method of 
payment). They also include formal specifications, quantity requirements, and a delivery 
schedule. Under good public-sector procurement practice, everything must be clearly 
stated; nothing can be changed once the bids are opened, so the process of developing 
bidding documents necessarily requires many careful decisions. At times, the procuring 
entity will need information or a decision from the policymaker level before it can proceed. 
Delays in obtaining information and decisions can easily translate into a delayed 
procurement process and critical shortages in the supply chain. In addition, failure to 
incorporate product quality protection into bidding documents and subsequent contracts 
can result in receipt of substandard products. 


Most governments and organizations use model (standard) bidding documents that contain 
mandatory wording in line with official policy. Clauses specific to the procurement are filled 
in by the procuring entity. Finished documents are often more than 50 pages long once all 
the necessary schedules and bidding forms have been included, and they are sometimes 
difficult for casual readers to understand. 


After the bidding documents have been prepared and approved, the procuring entity alerts 
potential suppliers about the opportunity to bid. This is done through advertisements in 
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local and national publications as well as on public-access websites and bulletin boards. 
Sometimes trade organizations are also notified.  


Bidding documents are numbered and sold upon request to potential bidders at a nominal 
cost—enough to ensure that the party is actually interested in bidding, but not so much as 
to restrict competition. The purchasing office records contact information for everyone 
who receives bidding documents so they can be notified in the event of amendments, special 
meetings, etc. 


Offers—or bids—may start arriving shortly after bidding documents are made available and 
continue up until a preestablished closing date. However, these bids cannot be opened and 
must be securely stored until the time and place indicated in the bidding documents. At that 
time, they are opened in public, often by a specially appointed bid opening committee. Basic, 
pertinent data such as price, delivery date, and the bidder’s name and country are 
announced, but a winning bid is not identified at this time for two reasons: price is rarely the 
only determinant in selecting a supplier, and the prices indicated by bidders may not be fully 
comparable.  


Module 7. Selecting Suppliers 
In most public-sector systems, suppliers are selected by special committees convened for 
that purpose and chaired by a relatively high-level official. Procurement personnel may help 
with the paperwork, but the committees are responsible for examining, evaluating, and 
comparing the offers, and finally agreeing on the best one. In public-sector procurement, this 


is a strict process guided by evaluation criteria announced in the bidding documents in 
advance. International suppliers expect the selection process to adhere to the stated 
evaluation criteria, so problems are likely if the selection is based on ministerial privilege or 
anything other than the evaluation criteria.  


After the best offer has been determined, the financial, commercial, and technical 
background of the apparent successful bidder (and one alternate) will usually need to be 
checked to make sure the company has the capacity and capability to perform the contract. 


Approvals at higher levels of an organization or government are generally required before 
an actual award can be made. Unfortunately, bottlenecks that delay the delivery schedule 
are often seen in this step. 
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Module 8. Contracts  
After the supplier has been selected, the contract needs to be prepared, signed, and 
awarded. Often, there is a time limit for obtaining signatures. This activity also includes 
deciding on payment methods.  


The first responsibility for contract execution lies with the purchaser, which provides some 
type of payment guarantee to the supplier. Particularly in trade with developing countries, 
manufacturers usually do not enter an order into production until this payment guarantee is 
in place. Producers frequently have a backlog of orders for products in high demand (e.g., 
condoms), so quickly establishing the payment guarantee keeps the delivery date on track. 
The most prevalent guarantee is a commercial letter of credit (L/C) opened at a reputable 
international bank by the purchaser in favor of the seller. The purchaser deposits money in 
the bank to “collateralize” the L/C; the bank holds it until the seller provides documentary 
evidence that it has complied with the terms and conditions of the L/C. More information 
about L/Cs and payment methods can be found in Supplementary Topics, Section C: Letters 
of Credit. 


Phase III: Performance 


In the performance phase of the RH supply process, the procuring entity monitors the 
supplier’s performance, including arranging for preshipment inspection of goods, customs 
clearance upon arrival at the port of entry, and delivery to the receiving warehouse.  


Module 9. Contract Performance and Monitoring 
Contracts for contraceptives may require independent inspection of the goods at the 
supplier’s facility when they are ready for shipment. This helps to ensure that incoming 
products are in good condition, packaged and labeled properly, and are being supplied in the 
correct quantities. For condoms, a sample is drawn and sent to an independent laboratory 
for quality testing as well. Condom testing discourages marginal suppliers from providing 
poor-quality products that malfunction during use. For more information, please refer to 
WHO’s The Male Latex Condom: Specification and Guidelines for Condom Procurement4 and to 
Supplementary Topics, Section I: Product Inspection and Testing. 


                                                 


4 World Health Organization (WHO), United Nations Population Fund, Joint United Nations Programme on HIV/AIDS. 
The Male Latex Condom: Specification and Guidelines for Condom Procurement. Geneva: WHO; 2003. Available at: 
http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/. 



http://www.who.int/reproductivehealth/publications/family_planning/9241591277/en/
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One of the ways contraceptive purchasers can enforce QA requirements is by requiring a 
Certificate of Clean Findings as part of the L/C evidence mentioned above. If the supplier 
cannot provide the required certificate for the bank, the bank will determine that it has not 
fulfilled the terms and conditions and will not release the payment. 


Module 10. Delivery of Goods 
Public-sector contraceptives are normally shipped via ocean unless the supply source is 
close enough for trucking. Both of these options are far less expensive than air, which is 
usually reserved for emergency situations.  


At the port of entry, goods are inspected for damage, and, in the case of contraceptives and 
pharmaceuticals, their regulatory licensing status is appraised. The procuring entity may hire 
a customs clearance agent to carry out necessary paperwork and obtain a release from 
customs. When this is not accomplished within a few days, demurrage (storage) charges are 
applied by the port authority, which can add up to significant amounts. 


Upon release from customs, it is up to the purchaser to transport the goods to its own 
warehouse. Some customs clearance agents will make this arrangement, and sometimes a 
local representative of the supplier will do it. In most cases, the purchaser sends its own 
trucks or hires private transport. 


Once delivered to the initial warehouse, personnel perform a receiving inspection, 
confirming that all goods are present according to the accompanying packing lists, are in 
good condition, and that product names and expiry dates are clearly marked.  
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E. Issues That Create Significant Delays and 
Other Problems in the Supply Process 


This section identifies some of the common problems that occur in the supply process that 
can delay procurement and create product stock-outs. The Toolkit module(s) where 
additional information can be found on ways to address each problem is noted in 
parentheses. 


1. Government Policy vs. Practical Application 
a. Blanket Policy Devolving Procurement to Regional and Local Facilities 


(Module 3) 


• Significance: Centralized procurement is a better option for contraceptives 
because it offers economies of scale and allows for better management of national 
stocks. In addition, contraceptives (in program quantities) are usually imported, 
requiring skill and knowledge that is not commonly found below the central level.  


• The result: Contraceptives purchased at regional and local levels can be expensive 
and often out of stock due to weak management. RH program personnel may want 
to fight for centralized procurement of contraceptives as an exception to any 
blanket policy (decentralized supply is much more appropriate for pharmaceuticals, 
including those used in RH programs). 


b. Procurement Rules, Policies, and Standard Bidding Document Clauses That 
Fail to Take Into Consideration the Special Nature of Contraceptives and 
Pharmaceuticals (Module 6) 


• Significance: Issues of concern when purchasing machinery and equipment (e.g., 
spare parts) do not apply to contraceptives and pharmaceuticals.  


• The result: Contracts without appropriate quality protections; confusion and/or 
protest on the part of bidders, leading to delayed delivery or cancellation of the 
bid.  


c. Government Rules That Limit Financial Transactions to the Country’s 
National Bank (Module 4) 


• Significance: It may be impossible to open a commercial L/C that will be honored 
in another country.  
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• The result: Cancellation of the contract due to lack of compliance on the part of 
the purchaser. 


d. Blanket Government Regulations Prohibiting Cash in Advance as a Payment 
Modality (Module 4) 


• Significance: The rule is at odds with United Nations agency requirements.  


• The result: Option of purchasing contraceptives through UNFPA is eliminated 
unless a variance can be arranged (which usually takes a good amount of time). 


e. Blanket Taxation on Imports (Module 4) 


• Significance: Takes money from one government pocket (public health) and puts it 
into another (general fund).  


• The result: The number of clients an RH program can serve will be reduced. 


f. Requiring That Certain Procurement-Related Activities Be Handled by a 
Different Ministry (Module 6) 


• Significance: Once out of the hands of the procuring entity, it is impossible to 
control timing. The procuring entity uses websites, bulletin boards, and newspapers 
for the bid announcements in order to make sure the invitation reaches as many 
potential bidders as possible.  


• The result: It is almost impossible to comply with good public-sector procurement 
policy that requires that all announcements of an opportunity to bid appear at the 
same time; bidders can lodge valid complaints that will probably delay the 
procurement process.  


g. Mandatory Bidding Document Clauses (Approved at Ministerial Level) That 
Do Not Represent Normal Operating Procedures or the Actual Situation 
(Module 6) 


• Significance: Requirements to perform in a certain way are embodied in the 
bidding documents.  


• The result: Bidder protest and delayed procurement. 
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h.  Government Hierarchy Rather Than Familiarity With a Specific Bid 
Requirement Determines the Chairperson for Pre-bid Meeting (Module 6) 


• Significance: The chairperson controlling the meeting is unlikely to understand 
pertinent issues or the subject of the procurement.  


• The result: Unproductive and sometimes poorly run pre-bid meeting; legitimate 
questions not answered promptly; confusion among potential bidders; potential for 
delaying the procurement process. 


2. Program-Level Decisions 
a. Deciding to Use a Procurement Agent Without Someone on Staff Who 


Knows What Should Be Happening (Module 3) 


• Significance: Someone needs to monitor the agent’s performance.  


• The result: Potential for oversights; noncompliant processes; delays; less than the 
best supply contract; money wasted (fees payable to the agent). 


b. Failure to Take Into Consideration Warehouse Capacity When Scheduling 
Shipments (Modules 4 and 5) 


• Significance: Inability to plan space for the shipments; creating a lost opportunity 
to solve problems before they occur.  


• The result: Overcrowding or having to pay for additional space in another facility. 


c. Accepting Donations (or Bargains) on Goods That Are Not Needed  
(Module 4) 


• Significance: Excess goods fill up warehouse space needed for other products.  


• The result: Overcrowding or having to pay for additional space in another facility. 


d. Specifying and Planning on a Delivery Date Without Taking Into 
Consideration the Normal Timeline for Procurement—12 Months (Modules 4 
and 5) 


• Significance: False expectations. 


• The result: Potential for stock-outs and no plan in place to cope with the realities 
of the stock situation; lost opportunity to prevent problems before they happen. 
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e. Failure to Act on Information and Constraints Uncovered During Planning 
Work That Will Affect What is Possible and How Long the Supply Process 
Will Take (Module 5) 


• Significance: Flawed expectations.  


• The result: Later deliveries; potential for stock-outs. 


3. Financial, Budgeting, and Accounting 
a. Accounting System Not Showing Outstanding Commitments (Module 4) 


• Significance: Overstated line item balances.  


• The result: Some managers will use up funds that will be needed later.  


b. Manager’s Failure to Take Into Consideration a Likely Time Frame for 
Payment Obligations (Module 5) 


• Significance: Funds may not be available when payment obligations are due.  


• The result: Delayed delivery; cancelled contract. 


c. Lack of Provision for Access to Ready Cash for Minor Expenses (Module 4) 


• Significance: Alternative arrangements will be needed for: 


– Postage to send bidding documents to potential bidders located outside 
the immediate area of the procurement office. 


– Car fare to transport personnel on procurement-related business. 


– Minor expenses related to port clearing. 


• The result: Delays while alternative arrangements are being made add up to later 
delivery (and in the case of port clearing, a risk of demurrage charges), thus much 
higher costs. 


d. Forgetting to Add in Associated Costs and Fees When Developing a Budget 
(Module 4) 


• Significance: Costs and fees will need to be paid whether they are budgeted or 
not.  


• The result: Not enough money to cover planned procurement; reduction in 
quantities/shortages; using inappropriate prices for cost estimates; not 
understanding what is and is not included in representative prices. 
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e. Failure to Provide for Possible Currency Value Fluctuation When Budgeting 
for Goods That Are Likely to Come From a Foreign Source (Module 4) 


• Significance: Potential for increased cost.  


• The result: Not enough money to cover entire commodity requirement; reduction 
in quantities/shortages. 


f. Funding Released Quarterly or Monthly (Module 4) 


• Significance: Funds will need to be accumulated in anticipation of future payment 
obligations. Requires very careful timing of procurement activity so contract signing 
does not occur before enough money is available to cover the payment guarantee.  


• The result: Potential for delayed delivery and stock shortages. 


4. Bidding Documents  
a. Not Including Special Handling Requirements in Contracts and Shipping 


Instructions (Module 6) 


• Significance: Goods may end up on an unprotected deck of a cargo ship in rough 
waters.  


• The result: Heat and moisture can damage oral contraceptives, condoms, etc. 


b. Lack of Marking Instructions for Intermediate Boxes (Module 6) 


• Significance: Name of product and expiry date may be missing from cartons. 


• The result: Inefficient storage and stock handling; incorrect items delivered to 
service sites.  


c. Bidding Documents Not Listing Exactly What Will Be Required for Entry Into 
the Purchaser’s Country (Module 6) 


• Significance: If proper documentation is not presented, shipment can be held at 
the port, returned, or destroyed.  


• The result: Stock-outs—a good example of how a small oversight in bidding 
documents can turn into a supply disaster. 
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d. Last-Minute Edits to a Bidding Document Clause That Are Not Carried 
Through to the Corresponding Clauses in Other Sections (Module 6) 


• Significance: Can change intended meaning.  


• The result: Confusion; need to amend bidding documents and/or extend the 
closing date; later deliveries.  


e. Bidding Document Clauses That Include Commitments the Procuring Entity 
Is Not at Liberty to Make and Cannot Support (Sometimes Seen With 
Regard to Regulatory Licensing) (Module 6) 


• Significance: False expectations on the part of bidders.  


• The result: Confusion; protest; later deliveries. 


f. Bidding Documents That Require Samples of Pharmaceuticals and 
Contraceptives Be Submitted With Bids (Module 6) 


• Significance: Products to examine and test at extra time and cost.  


• The result: Samples of these products will not be representative of quality at a 
future point in time; however, a simple visual inspection can be useful to weed out 
potential suppliers that submit obviously inferior products (e.g., in oily or dirty 
packaging). 


5. Interministerial/Interdepartmental Coordination  
a. Lack of a Defined Chain of Authority (Module 5) 


• Significance: Procurement personnel need to know where to look for decisions 
and advice. 


• The result: Delayed production of bidding documents, etc.; later delivery dates. 


b. Slow Approvals (Module 5) 


• Significance: Procurement process cannot advance without required approvals. 


• The result: Offers may expire while waiting for approval; extensions must be 
arranged, and the whole procurement process will be delayed, leading to later 
delivery and possible stock-outs. 
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c. Letter of Credit Copies Not Made Available to Procurement Staff by the 
Finance Unit (Module 4) 


• Significance: Omissions or mistakes on the L/C not detected and corrected.  


• The result: Costly later correction; L/C may not be useful as a means to ensure 
product quality.  


d. Government “Short List” (of Service Providers) Does Not Include 
Appropriate Contraceptive Inspection and Testing Firms (Modules 5 and 6) 


• Significance: Separate, lengthy bid process is required to establish them. 


• The result: Delayed supply process; lack of authorization to contract for 
associated services, such as inspection and testing.  


e. Minimal Advertisement of the Invitation for Bids (Module 6) 


• Significance: Potential bidders are not aware of the opportunity so there is not 
enough competition to validate the bidding. 


• The result: Bidding exercise may need to be cancelled and rerun, leading to later 
deliveries; potential for stock-outs. 


6. Evaluation Committees 
a. Failure to Check the References of the Apparent Winning Bidder (Module 7) 


• Significance: Information provided by the bidder may not be entirely truthful.  


• The result: Possibility that the supplier will not perform adequately; late deliveries; 
poor quality. 


b. Lack of Knowledge About How to Read Bidding Documents (Module 7) 


• Significance: Bidding documents contain all requirements about the goods, the 
bidder’s eligibility and qualifications, and describe how evaluation and selection will 
take place.  


• The result: Faulty interpretation leading to erroneous judgment and potential 
protests lodged by unsuccessful bidders; delayed procurement; possible 
cancellation of the bid. 







 Summary Guide for Policymakers 
 


Procurement Capacity Toolkit Summary Guide-27 


c. Misunderstandings About Interpreting Common Phrases Used in 
Procurement (Module 7) 


• Significance: Used in deciding if the bidder is qualified to perform the contract. 


• The result: Potential error in selection of the winning bid; erroneous award; 
potential protests lodged by unsuccessful bidders; delayed procurement; possible 
cancellation of the bid. 


d. Delay in Identifying a Winning Bid (Module 7) 


• Significance: Bidders will need to be asked to extend the expiry date of their 
offers and bid securities; negative impact on the timeline.  


• The result: Later delivery; risk of stock-outs; poor reputation for the next round 
of bidding. 


7. Stakeholder Perception 
a. Misunderstanding the Time Frame Required for Procurement (Module 5) 


• Significance: Stakeholders are often in some position of power as funders and 
contributors to RH programs, so their opinions matter.  


• The result: Negative impact on public procurement; unnecessary time and energy 
spent on helping peripheral individuals understand that public procurement 
requires at least 12 months from initiation to delivery and that “fault” cannot be 


tied to the efforts of any single office, as many players and situations have parts to 
play (the procurement staff itself cannot control, for example, how long an 
approval at the ministerial level might take).  
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F. Summary of Challenges  


Policymakers should be aware of these challenges and do everything in their power to 
create policy that will overcome them. The following summarizes the key challenges found 
in each of the ten elements of the RH supply process. 


1. Defining Reproductive Health Supply Requirements  
• Ensuring the quality of the information gathered and the forecasts generated. 


• The budget available for contraceptive procurement often drives procurement, 
rather than the other way around. 


2. Specifications  
• Obtaining or crafting comprehensive specifications in the format and technical 


language of the relevant industry (e.g., contraceptives, pharmaceuticals, condoms). 


• Providing a clear, correct description of all regulatory requirements, including those 
of the relevant NRA.  


• Ensuring that technical specifications are product neutral through the use of generic 
terms and relative characteristics. 


3. Assessment of Procurement Options 
• Understanding the options for procurement and the implications of each option. 


• Honestly appraising the capabilities and environment of each option, even if findings 
are politically unflattering. 


4. Budget, Funding, and Procurement Requisition 
• Developing reasonably accurate cost estimates for each item. 


• Maintaining principles of good public-sector procurement. 


5. Procurement Planning 
• Recognizing and working around potential conflicts and constraints in the 


environment or system. 


• Determining how long each step in the procurement cycle is likely to take. 
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• Coordinating the procurement schedule with funds-release dates. 


• Coordinating delivery dates with warehouse capacity and inventory requirements. 


6. Developing Bidding Documents and Inviting Offers 
• Building adequate product quality protections into the bidding documents. 


• Neutralizing potential problems with the use of appropriate bidding document 
clauses. 


• Making sure that what the bidding documents say is what will actually happen, thus 
reducing the chance of bidder protest, which can lead to delayed delivery.  


7. Selecting Suppliers 
• Maintaining principles and procedures of good public-sector procurement: fair 


appraisal and evaluation of each offer, equitable comparison of all offers, and 
selection based on the lowest evaluated cost.  


• Ensuring appropriate documentation and justification for selection and award. 


• Ensuring that approvals are rendered without undue delay. 


8. Contracts 
• Ensuring that contracts contain the provisions necessary to obtain good-quality 


products and provide adequate protection against a supplier’s lack of performance. 


• Ensuring timely contract award. 


• Ensuring timely contract payment arrangements. 


9. Contract Performance and Monitoring   
• Eliciting supplier commitment to take contract compliance and monitoring 


seriously. 


• Proactively implementing contract performance monitoring by the purchaser. 


10. Delivery of Goods 
• Understanding and supporting customs clearance requirements so that the 


clearance process is completed in a timely manner. 


• Ensuring proper inspection of goods upon receipt at the receiving warehouse. 
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G. Glossary and Acronyms 


Agent   A supply term for an independent contractor 
authorized by a manufacturer to promote and 
sell the manufacturer’s products within a 
designated geographic area. Often, an agent will 
contract to represent several manufacturers of 
noncompeting products. 


AIDS Acquired Immunodeficiency Syndrome. 


Bid   A procurement term describing a written offer 
for a quantity of goods, works, or services at a 
stated price based on a technical specification 
and specific terms and conditions. Bids are 
submitted to an intending purchaser by an 
intending seller in response to an Invitation for 
Bids. 


Bidder An intending seller or supplier that submits a bid 
offering goods or services in response to an 
invitation or request for bids and offers. 


Bidding documents  The written description and set of terms and 
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bid opening 
committee 


Committee of a minimum of three members that 
administers and oversees the opening of sealed 
bids. 


Bid security A financial instrument used to guarantee 
compensation to the prospective buyer for 
inconvenience and expense if a winning bidder 
rescinds its offer after the bid is closed and an 
award has been made to the bidder. Each bidder 
provides an amount stated in the bidding 
documents with its bid submission. 


Brand/Brand name The registered trademark name given to a 
specific product by its manufacturer. 


Centralized 
procurement 


The government owns, funds, and manages the 
supply chain for the public-sector health system. 
Procurement is conducted at the central level. 
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Commodity  Any piece of tangible property, supplies, or 
equipment that is the subject of a procurement 
activity. 


Component An important function or process that occurs 
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Contract 
performance 
monitoring 


Tracking system developed by the purchaser that 
uses monitoring system key performance 
indicators to monitor the supplier’s compliance 
with contract requirements. 


Convertible 
currency   


Currency that can be quickly bought and sold for 
other currencies. Commonly traded 
internationally. 


Cost What the purchaser ultimately pays for an item, 
delivered to its facility. Cost, not price, is used 
for budgeting. 


Criteria   Specific points, standards, qualities, and/or 
requirements against which something is judged. 


Current good 
manufacturing 
practice(s) 


Manufacturers must employ technologies and 
systems which are up to date to the performance 
standards for pharmaceutical and medical device 
manufacturers established by the World Health 
Organization and many national governments. 
Includes criteria for personnel, facilities, 
equipment, materials, manufacturing operations, 
labeling, packaging, quality control, and in most 
cases, stability testing. 


Customs clearance 
agent 


A licensed professional agent appointed by an 
importer to clear a shipment (consignment) 
coming from abroad through the port and 
customs authorities. Also called a customs 
broker. 


Decentralized 
procurement 


Different levels of responsibility for procurement 
are handled by the provincial, district, municipal, 
or even the facility level. 
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Demurrage charges Charges assessed against the consignee 
(purchaser) by a carrier, shipping agent, or 
customs agent for delay beyond the time allowed 
or agreed upon for unloading and/or removal of 
goods from port facilities. 


Direct procurement Purchaser contracts for goods directly with a 
manufacturer or its representative. 


Documentary 
evidence  


Being, consisting of, or contained exclusively in 
documents. 


Efficacy The capacity of a drug to produce scientifically 
proven therapeutic effects. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Eligibility (criteria) 
  


Not excluded from competing for contracts in 
general by reason of nationality, debarment, lack 
of regulatory approval, etc. 


Entity  A business and legal term to describe something 
that exists and functions as a separate and 
distinct body (e.g., a corporation, Ministry of 
Health, or committee). 


Evaluated cost An offered price adjusted for corrections, 
discounts, domestic preference, and usage 
factors. 


Evaluation criteria  Basis for judgment (announced in bidding 
documents) that will be used to select the 
winning bidder. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


Fast-track licensing Regulatory licensing based on confidence in the 
quality of a product as evidenced by similar 
licensing in countries with stringent, highly 
respected regulatory authorities. 


Financial threshold Monetary division used to trigger an action or 
requirement. (Procurement method selection is 
often tied to financial thresholds.) 
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Forecast To calculate beforehand. 


Funder Organization (or person) providing funds for a 
specific project, program, or purpose. 


GNI Gross national income. 


HIV Human Immunodeficiency Virus. 


ICH International Conference on Harmonisation of 
Technical Requirements for Registration of 
Pharmaceuticals for Human Use: Addresses how 
harmonization of technical guidelines and 
requirements for product registration might be 
achieved.  


IDA Foundation Claims to be the world’s largest not-for-profit 
supplier of essential medicines and medical 
supplies to low- and medium-income countries. 
Established in 1972 in Amsterdam by a group of 
pharmacists. 


Indirect 
procurement 


Purchaser contracts for goods through an 
intermediary that has or will purchase directly 
from a manufacturer. 


International supply 
service 


An international agency such as the United 
Nations Population Fund that purchases 
standardized commodities in large quantities and 
supplies them to developing-country government 
institutions at cost plus a fixed fee. 


Invitation for Bids An invitation to manufacturers or contractors, 
through a bidding process, to submit a proposal 
on a specific product or service to be furnished 
or project to be realized. 


Joint United Nations 
Programme on 
HIV/AIDS 


Brings together the efforts and resources of ten 
United Nations system organizations in the AIDS 
response to help the world prevent new HIV 
infections, care for people living with HIV, and 
mitigate the impact of the epidemic.  


L/C  Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
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money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Manufacturer’s 
(Bidder’s) 
representative 


A direct employee of a manufacturer with 
responsibility to promote the use of, provide 
information on, and sell the manufacturer’s 
products. In some cases, the representative also 
facilitates importation. Sometimes the term 
“agent” is used to convey the same relationship. 


Method mix Mix of products used by the target population, 
expressed as the percentage that each method 
constitutes among all contraceptives used. 


Missionpharma Supplies generic pharmaceuticals and medical 
devices to governments, United Nations 
agencies, and nongovernmental organizations in 
developing countries. 


NRA National regulatory authority (same as drug 
regulatory authority): An independent 
government entity responsible for establishing 
procedures to ensure that medicines intended 
for use in the country are safe, potent, and 
effective. 


Offer  Used interchangeably with “bid,” “tender,” and 
“proposal.” 


Organisation for 
Economic Co-
operation and 
Development 


An international organization helping 
governments tackle the economic, social, and 
governance challenges of a globalized economy. 


Packaging The primary wrapping and marking of a product. 


Packing list A schedule showing detailed packing information, 
including items and totals, number of units or 
items per box or crate, total number of boxes or 
crates with individual identification numbers 
provided, shipping marks, total volume of the 
cargo, weights and dimensions per box or crate, 
etc. 


Parastatal Self-supporting, quasigovernmental organization. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
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program planning, procurement process, and 
contract performance. 


PIC/S Pharmaceutical Inspection Convention and 
Pharmaceutical Inspection Co-operation Scheme: 
Two international instruments between 
countries and pharmaceutical inspection 
authorities dedicated to standardizing and 
ensuring current good manufacturing practices 
and inspections. Currently, it has 31 member 
countries, with the European Medicines Agency, 
the United Nations Population Fund, and the 
World Health Organization as 
partners/observers. 


Prequalification  
(of manufacturer/ 
supplier/bidder) 


A process of preapproving suppliers for 
participation in bids based on a judgment of 
reliability, technical competence, and financial 
stability. 


Prequalification (of 
product) 


A process of predetermining that a specific 
product (usually a pharmaceutical, device, or 
vaccine) of a specific manufacturer meets stated 
requirements. 


Preshipment 
inspection 


An inspection of manufactured goods ready for 
shipment undertaken by an internationally 
recognized inspection agency (such as Societe 
Generale de Surveillance). 


Price What the seller asks for an item. 


Private 
procurement agent 


Undertakes a procurement process on behalf of 
a procuring entity using competitive bidding 
procedures and may or may not select the 
winning bid. 


Procurement cycle The repeating sequence of steps in a 
procurement process, generally starting at the 
initial planning phase and ending at possession of 
the goods. 


Procurement 
method 


Process a purchaser uses to reach an agreement 
with a seller. 
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Procurement option Approach to procurement: Direct or indirect, 
and several subdivisions of each are differentiated 
by who contracts with the original manufacturer 
(or its representative). 


Procurement 
requisition 


A document describing what is to be purchased 
and giving authority to do so. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 


Product neutral Specifications that use generic terms, relative 
characteristics, and performance requirements 
rather than brand names and superficial 
descriptions. 


QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


Quantification Process of estimating product quantities to 
supply adequate stocks according to standard 
medical and program guidelines. 


Registration A term used in regulating medicines, 
pharmaceuticals, and vaccines; exact usage varies 
from country to country. It is often synonymous 
with licensing, but it can mean simply that the 
particulars about a shipment are recorded as it 
enters a country. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes 
of the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, 
when, and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Specification A definitive description of the commodity to be 
procured. 
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Standard Establishes the minimum level of performance 
and safety requirements for the product, and 
generally specifies methods of use when carrying 
out basic tests for quality verification. Standards 
are traditionally developed and published by 
international and national regulatory authorities 
or standards bodies. 


Supplier  The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


Target population The collection of individuals or regions that are 
to be investigated in a statistical study. 


UNFPA United Nations Population Fund: A 
semiautonomous United Nations agency working 
to ensure universal access to reproductive 
health, including family planning and sexual health, 
to all couples and individuals. Operates a global 
procurement service for public-sector 
purchasers of contraceptives and related 
products. 


UNICEF United Nations Children’s Fund: A 
semiautonomous United Nations agency working 
for sustainable human development to ensure the 
survival, protection, and development of children. 
Operates a global supply service that contracts 
with manufacturers for large quantities of vaccine 
and other products which it then supplies in 
smaller quantities to individual clients in the 
public sector on a reimbursable, but not-for-
profit basis. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 
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Visual inspection A comparison of a product to written 
specifications (e.g., packaging, labeling, and 
marking instructions) that is performed without 
the aid of test instruments. 


WHO World Health Organization: The directing and 
coordinating authority for health within the 
United Nations system. 


WHO 
prequalification 


Included on the WHO list of prequalified 
medicines. WHO assesses quality, efficacy, and 
safety of specific medicines from specific 
manufacturers and accepts or rejects them for 
inclusion on its list. For more information, see 
Supplementary Topics, Section E: Prequalification. 


World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 
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A. Introduction 


This module covers Element 10, the last element of the reproductive health (RH) supply 
process. It describes the activities that begin after the purchaser authorizes the supplier to 
ship the commodities to the port of entry and concludes when the commodities have been 
cleared through customs, received, and inspected at the central warehouse and any 
outstanding insurance claims have been resolved.  


Delivery of goods is an important element of the procurement supply process, since delays 
in receiving commodities, which can occur when customs clearance procedures are not 
managed efficiently, can have a negative impact on program objectives. If commodities are 
damaged in shipment and commodity replacement plans and insurance claim procedures are 
not handled effectively, then normal delays encountered in replacing goods can become 
extensive.  
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B. Learning Objectives 


At the end of this module, the reader will be able to: 


• Cite the information and documentation needed to support customs clearance of 
ocean and air freight shipments. 


• List the responsibilities of the purchaser and supplier in supporting customs 
clearance procedures. 


• Discuss the purchaser’s responsibilities upon receipt of commodities at the central 
(receiving) warehouse. 
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C. Components, Considerations, and 
Challenges 


1. Components 
The three main components of Element 10 are: 


• Supporting the customs clearance process. 


• Receiving goods at the central warehouse. 


• Settling insurance claims or outstanding liquidated damages. 


The purchaser is primarily responsible for these components, although the supplier supports 
the customs clearance process by providing required documentation in a timely manner. 


2. Considerations 
The main considerations for Element 10 are: 


a. Overarching Principles of Quality and Timeliness 


• Inspection of goods upon receipt at the central warehouse for damage during 
shipment helps ensure that only good-quality products are entered into program 
inventory.  


• Understanding and supporting customs clearance requirements helps to ensure 
that shipments are cleared in a timely manner and additional costs, such as 
demurrage (storage) charges, are avoided. 


b. Critical Component: Commodity Loss or Damage During Shipment 


If the commodities are lost or damaged during the shipping process to the point that they 
must be replaced, then the time required to process an insurance claim and replace the 
commodities could jeopardize RH program implementation.  


c. Required Input From Other Elements 


• Shipping instructions with details of the documents required for customs  
(Element 9). 


• Appropriate terms and conditions regarding any liquidated damage requirements 
from the bidding documents (Element 6) and the contract (Element 8).  
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d. Key Decision Points 


There are no key decision points for the purchaser at this stage. Established procedures for 
customs clearance and warehouse receipt and inspection are followed. 


e. Expected Output 


• Quality-assured commodities accepted into inventory at the central warehouse on 
time. 


3. Challenges 
The main challenges inherent in Element 10 are: 


• Understanding and supporting customs clearance requirements so that the 
clearance process is completed in a timely manner. 


• Ensuring proper inspection of goods upon receipt at the receiving warehouse. 
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D. Customs Clearance 


Customs clearance of shipments entering a country is traditionally managed by the national 
customs bureau and is, therefore, outside the direct control of the purchaser or supplier. 
However, both parties play an important role in providing the documentation and 
information needed to support the clearance process and ensuring that it is done in the 
most effective and timely manner possible. Delays in customs clearance can result in the 
shipment incurring additional demurrage charges, which the purchaser is responsible for 
paying.  


1. Preparing for Customs Clearance 
After the shipment has met the preshipment compliance requirements and the purchaser 
has authorized shipment, the supplier proceeds to finalize shipping arrangements with a 
shipping company and prepare the commodities for shipment. As noted in Module 9, it is in 
the purchaser’s best interest to provide the supplier with a specific set of shipping 
instructions that describe the requirements for shipment preparation and documentation. 
See Exhibit 9-5 in Module 9 for a sample form for preshipping and marking instructions.  


a. Information Required Prior to Shipment 


The purchaser needs to confirm the commodity information (type, quantity, and cost), 
consignee and notify party information, and ship-to destination prior to the shipment being 
released. The request for the shipping documents should be made by the purchaser at least 
7 days prior to shipment for ocean shipments. The following information should be provided 
by the supplier:  


• Copy of commercial invoice and the packing slip, containing:  


– Type, quantity, and value of product(s) to be shipped. 


– Number of shipping cartons. 


– Weight of shipment. 


• Copies of quality assurance (QA) documents and certifications. 


• Estimated departure date and estimated time of arrival. 


• Port of destination.  


• Vessel name and voyage number (if available). 


• Booking number (if available). 
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• Bill of lading number (if available). 


Similar information should be requested for air shipments at least 3 days in advance: 


• Copy of commercial invoice and the packing slip, containing:  


– Type, quantity, and value of product(s) to be shipped. 


– Number of shipping cartons. 


– Weight of shipment. 


• Copies of QA documents and certifications. 


• Estimated departure date and estimated time of arrival. 


• Routing and transfer points during transit. 


• Airport of destination. 


• Air waybill number (if available). 


The purchaser should advise port clearance staff, central warehouse staff, and program 
managers when an estimated time of arrival has been set. This allows warehouse staff time 
to plan for any space adjustments that may be necessary to accommodate the incoming 
shipment and alerts them to the upcoming arrival of shipping documents. 


b. Information Required Upon Shipment 


As soon as the goods have been shipped, the supplier is required (by contract conditions) to 
notify the purchaser and provide the following documents: 


• Copies of commercial documents, including a commercial invoice and packing list. 


• Copies of QA documents and certifications (analysis and origin). 


• Insurance certificate. 


• Certifications regarding packing and markings (if applicable). 


• Original bill of lading that includes the bill of lading number, vessel name, sailing 
date, destination port, container number, estimated time of arrival, number of 
crates or pallets, quantity and description of commodities, weight, and estimated 
value (for air shipments, equivalent information is provided from the air waybill).  


It is common practice for an original bill of lading set to consist of three original 
bills (although some purchasers request only one or two). At least one of the 
original bills of lading will need to be signed by the consignee and provided to the 
customs clearance agent (also called a customs and forwarding agent) in order to 
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clear the shipment at customs. If a letter of credit (L/C) has been issued, an original 
bill of lading is usually required to be sent to the issuing bank. The most important 
thing to remember is to check where original bills of lading need to go and to have 
them sent accordingly in good time, as this is a legal document that will need an 
original signature from the consignee in order for the goods to clear customs. It is 
imperative to check what documents are needed by the clearance agent to avoid 
any customs clearance delays and possible demurrage charges.  


2. Requirements for Processing Shipping Documents for 
Payment 


a. Seller’s Distribution of Shipping Documents for Letter of Credit Payment 


For ocean shipments, the supplier hands over the goods to a freight company or freight 
forwarder and receives at least one of the three original onboard bills of lading. For air 
shipments, the supplier receives only a copy of the air waybill; the original is sent with the 
shipment. 


The supplier puts the original bill of lading (copies are acceptable for air waybills) together 
with the other documents required by the L/C (such as certified QA documents) and 
presents them for payment at the commercial bank named in the L/C. The bank reviews the 
documents submitted by the supplier, and if the documents are in order, and the supplier 
has complied fully with the L/C requirements, the bank releases payment to the supplier and 
forwards the documents to the purchaser.    


If there are any discrepancies in the required documents submitted by the supplier with the 
L/C, then the bank withholds payment and informs the purchaser of the noted 
discrepancies. The purchaser must then decide whether (1) to accept the discrepancies and 
authorize the bank to release payment, or (2) not to accept the discrepancies, in which case, 
the bank does not release payment to the supplier. If a discrepancy is considered 
insignificant or minor and does not affect the key requirements of the L/C, the purchaser is 
generally in a position to accept the discrepancy and authorize release of payment. For 
significant discrepancies, the supplier must address the discrepancies in full, or the purchaser 
and supplier must agree on an alternative settlement to the discrepancy, with the supplier 
receiving payment from the bank upon submitting documentation that it has complied with 
the conditions of the settlement.  
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b. Purchaser’s Distribution of Documents 


The purchaser, as the consignee, receives the negotiated bill of lading or the air waybill and 
other shipping documents from the bank named in the L/C. The purchaser sends copies of 
the documents to the following: 


• Customs clearance agent (receives original documents). 


• Insurance surveyor for the onboard joint insurance survey. 


• Central warehouse for receipt and accounting records. 


• Procurement files. 


3. Clearing Customs 
In most cases, the purchaser contracts a specialized service company (such as a customs 
clearance agent) to work with the national customs bureau on the purchaser’s behalf to 
facilitate clearing the shipment through the customs process. These agents are often 
licensed by the government and have expertise in and knowledge of national customs 
requirements and procedures, and they charge a fee for their services. “Customs broker” is 
another term used to describe an agency that specializes in customs clearance services. 


a. Ocean Shipments 


For ocean shipments, the purchaser sends the original shipping documents to the customs 
clearance agent for customs clearance as soon as possible. These documents generally 


include: 


• Ocean bill of lading. 


• Commercial invoice. 


• Packing list. 


• Insurance policy. 


• Certificate of Origin. 


• Certificate of Quality. 


Sending documents late causes delays in port clearance, and demurrage charges may accrue 
after delays of as little as 4 days. It is also important to provide the correct number of 
original documents and copies to meet customs requirements. Although copies of these 
documents may have been sent earlier, the shipment cannot be cleared without the signed 
original bill of lading, which is a “negotiable instrument” and must be handled with secure 
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procedures (in other words, protected against theft, loss, forgery, etc.). If the commodities 
have received an exemption from customs duties and value added tax, an exemption 
certificate is also provided to the customs clearance agent. 


Upon receipt of the shipping documents, the customs clearance agent arranges for the 
following: 


• Unloading of the shipment at the port of entry. 


• Clearance from the port and customs. 


• Onboard joint insurance survey.  


• Preparation of insurance claim documentation, if required. 


When these activities have been completed, the shipment is released from customs. 


b. Air Shipments 


For air shipments, the purchaser passes the required documents to the customs clearance 
agent, who should quickly begin clearance procedures. These documents generally include: 


• Air waybill. 


• Commercial invoice. 


• Packing list. 


• Insurance policy. 


• Certificate of Origin. 


• Certificate of Quality. 


The original air waybill accompanies the shipment. It does not confer ownership as an ocean 
bill of lading does; therefore, only proper identification of the consignee or its designated 
customs clearance agent to customs is required in order to be given possession of the 
shipment. 


As with ocean shipments, the customs clearance agent arranges for the clearance of the 
shipment from customs at the destination airport. 
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E. Warehouse Delivery and Inspection 


1. Transport From Customs Area to the Central 
Warehouse 


The customs clearance agent may also arrange for transport from the customs area to the 
central warehouse if required, but in most cases, this is arranged by the government agency 
responsible for distribution of program commodities. All necessary precautions should be 
taken to protect the commodities from damage during transport from customs to the 
central warehouse. 


The commodities should be insured during this transit; however, when this insurance 
coverage is provided by the international air or ocean cargo insurer, it can be very 
expensive. Local insurance, if it is available, can be significantly less expensive. The purchaser 
should determine the risk and need for insurance during this final stage of transit. 


2. Receipt of Consignment 
The warehouse staff officially receives the shipment from the transporting agency along with 
the following documents: 


• Commercial invoice. 


• Packing list. 


• Onboard insurance survey report. 


In the case of domestic delivery, the documents will consist of: 


• Commercial invoice. 


• Packing list. 


• Local delivery receipt. 


3. Warehouse Delivery Inspection 
Upon delivery, warehouse staff must inspect the commodities for the following details: 


• Correct commodity. 


• Shipping damage. 


• Special packing as required by the contract. 
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• Full quantities delivered. 


• Packing slip present and correct. 


• Correct markings on packaging, including expiry dates. 


• Manufacturer’s certification included in the shipment. 


• Any further testing required. 


The warehouse staff must immediately report any problems found to the procurement 
officer and appropriate officials. Commodities with unresolved questions should be 
quarantined and not put into distribution until all the problems are answered.  


4. Accepting Goods Into Inventory 
After the warehouse staff inspects the commodities, those that comply with the warehouse 
delivery inspection requirements as described above are accepted into inventory. The 
commodities should be placed in the designated location for program distribution and use. 
The commodities should be stored in warehouse locations with appropriate environmental 
conditions. The warehouse records should then be updated to reflect the commodities 
received. All receiving paperwork should be provided to the procurement unit to process 
the supplier payment. This finalizes the receipt of the commodities.
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F. Freight Claims and Damages 


1. Freight Claims 
When an ocean shipment arrives in port, an onboard joint insurance survey is conducted to 
document the condition of the shipment. If the survey reveals damage or problems with the 
shipment, the shipment is received with “qualifying remarks.” In this situation, the customs 
clearance agent prepares the necessary papers to file an insurance claim. These papers 
include: 


• Copy of the onboard insurance survey report that documents the problem 
reported. 


• Copy of the bill of lading. 


• Copy of the commercial invoice. 


• Copy of the insurance policy is provided by the supplier in CIF (cost, insurance, and 
freight) contracts.  


• The insurance policy is secured by the purchaser in CFR (cost and freight) 
contracts. 


• Claim bill. 


The purchaser assembles the necessary documents and files the insurance claim with the 
insurance company. The insurance claim process is often managed by staff on the 
purchaser’s side who possess appropriate legal or technical expertise. Similar procedures 
are followed for air shipments with reported shipment damage. 


2. Liquidated Damages 
Liquidated damages are usually monetary fines imposed against the supplier for late delivery. 
For the purchaser to be able to pursue liquidated damages, the right to do so must be 
included in the contract. 


If the contract allows for liquidated damages for late delivery, then once all shipments have 
been completed (but prior to release of final payment), the purchaser should review the 
delivery schedules to determine if the supplier has accrued any liquidated damages. If review 
indicates there were late shipments that were subject to liquidated damages, the purchaser 
then calculates the amount of liquidated damages according to the contract requirements. 
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This amount is then withheld from the final payment to the supplier. In managing the 
liquidated damages process, the purchaser should: 


• State in writing how the liquidated damages apply. 


• Calculate the amount of liquidated damages. 


• Advise the supplier of the applicability and amount of the liquidated damages. 


• Mark the supplier invoice for the amount to be paid after deduction of the 
liquidated damages amount. 


• Send invoices and supporting statements and calculations to the appropriate finance 
office for action. 


3. Closing the Contract 
At the end of the commodity warranty period, if there are no outstanding issues or 
payments due, and no other valid reservations, the contract file can be marked closed and 
the file retained for the required minimum length of time. 
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G. Reference Material 


1. Books 
Warehouse Receipt 


Managing Drug Supply: The Selection, Procurement, Distribution, and Use of Pharmaceuticals 
(Management Sciences for Health/World Health Organization, 1997) provides a complete 
overview as well as step-by-step approaches on managing pharmaceutical systems in 
developing countries. It contains substantially revised sections on selection, procurement, 
distribution, and use in addition to new or considerably expanded sections on 
pharmaceutical policy, financing, organization, management information systems, and human 
resources management. The book can be ordered at Amazon.com and other online 
retailers. 


2. Websites 
Contracting for Services 


See World Bank documents: Standard Bidding Document: Procurement of Non-Consultant 
Services (revised April 2007), at http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/ 
PROCUREMENT/0,,contentMDK:21305355~isCURL:Y~menuPK:84284~pagePK:84269~piP
K:60001558~theSitePK:84266,00.html, and Standard Request for Proposals: Selection of 
Consultants (revised March 2002), at http://web.worldbank.org/WBSITE/EXTERNAL/ 
PROJECTS/PROCUREMENT/0,,contentMDK:20061915~isCURL:Y~pagePK:84269~piPK:60


001558~theSitePK:84266,00.html. 
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H. Learning Evaluation 


1. To prepare for customs clearance, what information should the supplier provide to the 
purchaser approximately 7 days prior to an ocean shipment? 


2. Once the commodities have shipped what bill of lading information should the supplier 
provide to the purchaser? 


3. What options does a purchaser have if the commercial bank notifies the purchaser that 
there are discrepancies in the documents submitted by the supplier for payment of the 
L/C? 


4. What are the traditional documents required for clearing ocean shipments through 
customs? 


5. What are the traditional documents required for clearing air shipments through 
customs? 


6. What are the key activities a customs clearance agent will arrange to support customs 
clearance? 


7. What documents do central warehouse staff receive with an arriving shipment? 


8. What do central warehouse staff inspect upon the arrival of the commodities? 


9. What documents are assembled by a customs clearance agent to support the filing of a 
marine insurance claim? 


10. What steps should a purchaser take in managing settlement of a liquidated damages 
process with the supplier? 


 


 


 


 


 







10 Delivery of Goods 
 


Procurement Capacity Toolkit  10-17 


Learning Evaluation Answers 
1. The supplier should provide the purchaser with the following documents 7 days prior to 


shipment:  


• Copy of commercial invoice and the packing slip, containing:  


– Type, quantity, and value of product(s) to be shipped. 


– Number of shipping cartons. 


– Weight of shipment. 


• Copies of QA documents and certifications. 


• Estimated departure date and estimated time of arrival. 


• Port of destination.  


• Vessel name and voyage number (if available). 


• Booking number (if available). 


• Bill of lading number (if available). 


See Section D.1.a. 


2. After the commodities have shipped, the supplier should provide the bill of lading, which 
includes the bill of lading number, vessel name, sailing date, destination port, container 
number, estimated time of arrival, number of crates or pallets, quantity and description 
of commodities, weight, and estimated value. See Section D.1.b. 


3. If there are discrepancies in the documents submitted by the supplier to the commercial 
bank for the payment of the L/C, then the purchaser has two options: (1) to accept the 
discrepancies and authorize the bank to release payment, or (2) not to accept the 
discrepancies, in which case, the bank does not release payment to the supplier. See 
Section D.2.a. 


4. The traditional documents required for clearing ocean shipments through customs are 
the ocean bill of lading, commercial invoice, packing list, insurance policy, Certificate of 
Origin, and Certificate of Quality. See Section D.3.a. 


5. The traditional documents for clearing air shipments through customs are the air 
waybill, commercial invoice, packing list, insurance policy, Certificate of Origin, and 
Certificate of Quality. See Section D.3.b. 
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6. The key activities of a customs clearance agent are: unloading of the shipment at the 
port of entry, clearance from the port and customs, onboard joint insurance survey, and 
preparation of insurance claim documentation, if required. See Section D.3.a.  


7. The documents received by the central warehouse staff are the commercial invoice, 
packing list, and onboard insurance survey report. In the case of domestic delivery, the 
documents are the commercial invoice, packing list, and local delivery receipt. See 
Section E.2. 


8. The central warehouse staff inspect: 


• Correct commodity. 


• Shipping damage. 


• Special packing as required by the contract. 


• Full quantities delivered. 


• Packing slip present and correct. 


• Correct markings on packaging, including expiry dates. 


• Manufacturer’s certification included in the shipment. 


• Any further testing required. 


See Section E.3. 


9. The documents assembled by a customs clearance agent to support the filing of a marine 
insurance claim are:  


• Copy of the onboard insurance survey report that documents the problem 
reported. 


• Copy of the bill of lading. 


• Copy of the commercial invoice. 


• Copy of the insurance policy is provided by the supplier in CIF contracts.  


• The insurance policy is secured by the purchaser in CFR contracts. 


• Claim bill. 


See Section F.1. 
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10. The steps a purchaser should take in managing settlement of a liquidated damages 
process with the supplier are: 


• State in writing how the liquidated damages apply. 


• Calculate the amount of liquidated damages. 


• Advise the supplier of the applicability and amount of the liquidated damages. 


• Mark the supplier invoice for the amount to be paid after deduction of the 
liquidated damages amount. 


• Send invoices and supporting statements and calculations to the appropriate 
finance office for action. 


See Section F.2. 
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I. Performance Indicators 


Performance indicators measure and evaluate success against a specific goal. The process 
begins by selecting performance indicators that are relevant for the procurement 
environment. This is followed by identifying and collecting appropriate data for each 
performance indicator to establish a baseline on the level of performance in the country. 
After training and corrective actions have been implemented, the same performance 
indicators are evaluated to determine the revised level of performance. Further information 
on conducting an assessment can be found in the Procurement Assessment Guide.  


The following performance indicators can be used for monitoring and evaluating key aspects 
of this module: 


1. Percentage of deliveries in which all required shipment information for the RH 
commodities were received from the supplier prior to arrival and transmitted to 
stores department (in accordance with contract requirements). 


2. Percentage of contracts in which the purchaser notified port clearance and 
warehouse staff of the estimated arrival of the shipment. 


3. Percentage of ocean shipments that arrived in port and received a set of clean 
findings from a marine insurance survey. 


4. Percentage of shipments that were cleared through customs without incurring any 
demurrage charges. 


5. Percentage of shipments that were received at the central warehouse, inspected, 
and accepted for inventory without any reported damage or discrepancies.   


6. Percentage of contracts containing liquidated damages provisions. 


7. Percentage of contracts in which the supplier did not accrue liquidated damages. 
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J. Glossary and Acronyms 


Air waybill r 


documents 
 


 


is 


bill of lading. 


 t 


 


n port. 


invoice  
s. 


 r 


t s 


A shipping document issued by airlines and ai
freight carriers when cargo is loaded on board an 
aircraft. It contains a description of the 
commodity being shipped, shipping instructions, 
terms and conditions of the shipment, and 
applicable transportation charges. 


Bidding The written description and set of terms and
conditions of an intended purchase that is 
circulated by the intending buyer to prospective 
sellers. 


Bill of lading A shipping document issued by a carrier 
(usually an ocean shipping line) to a shipper that 
provides a written receipt for the goods, 
describes the conditions by which transport 
made, and includes a written commitment to 
deliver goods at a stated destination to the lawful 
holder of the 


CFR Cost and freight: Title and risk insurance cos
pass to buyer when delivered on board the ship 
by seller, which pays the transportation cost to 
the destination port. 


CIF Cost, insurance, and freight: Title and risk pass 
to buyer when delivered on board the ship by 
seller, which pays transportation and insurance 
costs to destinatio


Commercial Document required by customs to determine 
the true value of imported goods for assessment
of duties and taxe


Commodity Any piece of tangible property, supplies, o
equipment that is the subject of a procurement 
activity. 


Componen An important function or process that occur
within an element of the reproductive health 
supply process. Each module of the Toolkit 
focuses on one element. 



http://www.businessdictionary.com/definition/document.html

http://www.businessdictionary.com/definition/required.html

http://www.businessdictionary.com/definition/customs.html

http://www.businessdictionary.com/definition/true-value.html

http://www.businessdictionary.com/definition/goods.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/assessment.html

http://www.businessdictionary.com/definition/duty.html
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Consignee A term used in shipping to describe the party to 
which something is entrusted (e.g., the “ship-to” 
party). 


Contract An agreement entered into by two parties for 
the execution of a certain activity (e.g., sale and 
purchase, construction, service provision, etc.). 


Customs clearance 
agent  


A licensed professional agent appointed by an 
importer to clear a shipment (consignment) 
coming from abroad through the port and 
customs authorities. Also called a customs 
broker. 


Demurrage charges Charges assessed against the consignee 
(purchaser) by a carrier, shipping agent, or 
customs agent for delay beyond the time allowed 
or agreed upon for unloading and/or removal of 
goods from port facilities. 


Discrepancy Used in banking and trade to indicate lack of 
agreement with stated requirements and/or 
documents. 


Duty A tax charged by a government, especially on 
imports. 


Element One of the ten key operational, broad-based 
activities in the reproductive health supply 
process. 


Expiration (Expiry) 
date 


The date beyond which the manufacturer will not 
guarantee the product. 


L/C Letter of credit: An arrangement by banks for 
settling commercial transactions; specifically, a 
written promise by a bank given to the seller in 
accordance with instructions (backed by a cash 
deposit) of the buyer to pay up to a given sum of 
money within a prescribed time limit when and if 
the seller presents specified documents that give 
evidence of its performance. 


Liquidated damages 


 


In sales contracts, a specified sum to be paid to 
the purchaser should the seller default on its 
obligation (usually pertaining to a delivery 
schedule). 
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Marks, markings An application of numbers, letters, labels, tabs, 
symbols, or colors for handling or identification 
during shipment and storage. 


Negotiated bill of 
lading 


Term for a bill of lading that has been released to 
the purchaser following payment to the supplier. 


Onboard joint 
insurance survey 


An inspection of an arriving ocean freight 
shipment by both the marine insurance company 
surveyor and the vessel surveyor to document 
the condition of the shipment. 


Packaging The primary wrapping and marking of a product. 


Packing The assembling of a packaged product into 
multiple units. Prepared for shipment in 
appropriate cartons or crates with all necessary 
blocking, bracing, cushioning, weatherproofing, 
reinforcement, and markings. 


Packing list A schedule showing detailed packing information, 
including items and totals, number of units or 
items per box or crate, total number of boxes or 
crates with individual identification numbers 
provided, shipping marks, total volume of the 
cargo, weights and dimensions per box or crate, 
etc. 


Performance 
indicator 


Measures and evaluates success against a specific 
goal. 


Phase A natural division of the ten elements of the 
supply process into three sequential parts: 
program planning, procurement process, and 
contract performance. 


Preshipment 
compliance 


Process by which the purchaser confirms the 
acceptability for shipment of the supplier’s 
commodity prior to shipment. There are three 
basic levels of preshipment compliance a 
purchaser can institute, ranging from document 
review to visual inspection up to full laboratory 
or physical testing of the commodity. 


Procurement unit Individuals organized around procurement duties 
within a larger entity. 
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QA Quality assurance. For more information, see 
Supplementary Topics, Section H: Product 
Quality Assurance. 


RH Reproductive health: A state of complete 
physical, mental, and social well-being—not 
merely the absence of disease or infirmity—in all 
matters relating to the functions and processes of 
the reproductive system. Reproductive health 
implies that people are able to have a satisfying 
and safe sex life and that they have the capability 
to reproduce and the freedom to decide if, when, 
and how often to do so; implicit in this last 
condition is the right of men and women to be 
informed and to have access to safe, effective, 
affordable, and acceptable methods of family 
planning of their choice, as well as other methods 
of their choice, for regulation of fertility. 


Supplier The party that transfers goods out of its own 
control to a named recipient. 


Supply Goods and services of a specific kind that are 
provided to businesses, public agencies, or 
directly to consumers. 


United Nations An international organization founded in 1945 
after the Second World War by 51 countries 
committed to maintaining international peace and 
security; developing friendly relations among 
nations; and promoting social progress, better 
living standards, and human rights. 


Value added tax A tax levied by governments on values added 
resulting from an exchange of property; for 
example, from wholesale value to retail value. 
Generally paid by the seller (but passed along to 
the customer via sale price). 


Warranty A written guarantee given to the purchaser of 
health-sector goods by the manufacturer or 
dealer, usually specifying that the manufacturer 
will replace poor-quality goods free of charge for 
a stated period of time. 
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World Bank The World Bank Group offers loans, advice, and 
an array of customized resources to more than 
100 developing countries and countries in 
transition. 


World Health 
Organization 


The directing and coordinating authority for 
health within the United Nations system. 
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A. Introduction  


Rationale 
As developing-country governments and major programs increasingly take on responsibility 
for their health commodities supply chain—including the responsibility for procurement—
requisite skills such as decision-making, planning, and technical skills often require 
strengthening. Resources for strengthening procurement systems exist, but they are often 
focused on other health topics (such as malaria and HIV/AIDS), and there are information 
gaps where resources specific to reproductive health (RH) product supply are needed. 


Purpose   
The Procurement Capacity Toolkit is intended to bring together existing resources in a 
manageable framework and aims to fill major gaps in the body of materials available to those 
responsible for and involved in RH product supply.  


In broad terms, the Procurement Capacity Toolkit:  


• Is intended for country-level use. 


• Stands alone (i.e., can be used as a resource guide) or can be used as part of a 
training. 


• Addresses all three phases of the RH supply process: program planning, the 
procurement process, and contract performance. 


• Provides training tools that can be adapted to a specific country setting. 


• Focuses on strengthening good procurement practices, particularly for RH supplies.  


• Addresses known problems in procurement at the country level. 


• Provides the user with current information on product specifications, manufacturer 
prequalification, and various procurement mechanisms. 


• Provides tools and techniques for assessment, monitoring, and performance 
evaluation to allow for continuous improvement of the procurement process. 


Specifically, the Procurement Capacity Toolkit:  


• Describes the RH supply process within the context of good public-sector 
procurement practices. 
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• Describes measures to ensure procurement of safe, effective products. 


• Provides tools for training personnel involved in the RH supply process. 


• Lists existing resources and provides links to relevant websites. 


Target Audience 
1. Personnel Responsible for Purchasing Public-Sector Reproductive Health 


Supplies 


a. Those With a Background in the Procurement Process 


Often, these staff work with funding from a range of donors and must comply with many 
different donor and national requirements. They work in an environment where staff may 
have basic procurement training but little or no specialized training in RH supply, and no 
knowledge of existing resources that could help them ensure the quality and timeliness of 
essential RH supplies. 


b. Those With a Background in Public Health/Program Planning 


These individuals are acutely aware of quality and timeliness issues, budget constraints, and 
supply problems at the user level, but often have minimal knowledge about the rules and 
technical procedures of good public-sector procurement or where to find the resources 
that could help guide them through the necessary process.  


This group includes technical assistance providers who conduct procurement training or 
carry out technical assistance to strengthen procurement capacity. The inclusion of this 
group as an audience can have the additional potential of enhancing consistency and quality 
of health care procurement training. 


Terminology  
Some terms used in this document may not be intuitive for every audience, thus are defined 
in this introduction to ensure accurate communication:  


• Procurement versus supply process: The word “procurement” has both a 
broad meaning and a narrow meaning. In the broad sense, many people view it as 
the entire supply process. In a narrower sense, it is limited to the technical process 
of soliciting offers and placing a contract. This document will use “procurement” to 
mean the technical process of soliciting offers and placing contracts, while “supply 
process” will be used to describe the entire acquisition effort, from estimating need 
through the delivery of goods.  
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• Prequalification: The term “prequalification” has two applications: the first is a 
process purchasers use to narrow the field of potential suppliers to those with a 
viable financial, technical, and commercial history. This document will describe this 
as “prequalification of manufacturers (suppliers/bidders).” The second use of 
“prequalification” describes a quality assurance (QA) screening mechanism of the 
World Health Organization (WHO) that examines specific products of specific 
manufacturers and publicly lists those deemed to be safe and effective based on 
information submitted by manufacturers and inspections of their facilities. This 
document will describe the WHO mechanism as “WHO prequalification” or 
“prequalification by WHO for safety and efficacy.” For more information, see 
Supplementary Topics, Section E: Prequalification. 


• Element, phase, component (of the RH supply process): This document 
uses a hierarchy of terms to describe parts of the overall supply process. A “phase” 
is one of three sequential parts—program planning, procurement process, and 
contract performance. “Element” is used to describe one of ten sequential steps in 
the supply process. A “component” is a subset of a single element. For example, 
cost estimates are a component of the budget and funding element in the program 
planning phase.  


• Module: A module is a chapter of the Procurement Capacity Toolkit that describes 
one of the ten elements of the supply process.  


A glossary covering relevant vocabulary is included in each of the learning and reference 
modules, and a combined glossary is provided as a separate section at the end of the Toolkit. 
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Reproductive Health Product Supply Process   
1. Three Phases, Ten Elements 


The RH supply process consists of three phases: program planning, procurement process, 
and contract performance, with critical path links between the phases. Each phase is divided 
into elements, for a total of ten roughly sequential elements that begin with defining the 
requirements and end with the delivery of goods.  


 
Three Phases Ten Elements 


Defining Reproductive Health Supply Requirements 
Specifications 
Assessment of Procurement Options 


I. Program Planning 


Budget, Funding, and Procurement Requisition 
Critical Link: Funded Procurement Requisition 


Procurement Planning 
Developing Bidding Documents and Inviting Offers 
Selecting Suppliers 


II. Procurement Process 


Contracts 
Critical Link: Signed Contract and Payment Guarantee 


Contract Performance and Monitoring 
III. Performance 


Delivery of Goods 
Critical Conclusion: Delivery and Acceptance of High-Quality Products 


 


Each module of the Toolkit corresponds to one of the ten elements. 
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2. Quality and Timeliness  


Quality and timeliness are key considerations for RH product supply.  


Every element of the process affects or is affected by the following principles.  


 
Element Principles 


  Quality Timeliness 
1. Defining 


reproductive health 
supply requirements  


Ability to procure low-cost, 
quality-assured commodities 
 


Ability of the forecasting team to 
mobilize resources and 
information in suitable time  


2. Specifications 
 


Safety, efficacy requirements, 
and QA criteria clearly stated 


Ability of the technical team to 
mobilize resources and 
information in suitable time 


3. Assessment of 
procurement options 


Strong consideration for 
assurance of safety and efficacy 


Strong consideration regarding 
likelihood of on-time delivery 


4. Budget, funding, and 
procurement 
requisition 


Enough funding to purchase 
safe, effective products 


Funding in place in time to ensure 
timely receipt of products 


5. Procurement 
planning 


Aimed at obtaining high-quality 
products 


Aimed at on-time delivery 


6. Developing bidding 
documents and 
inviting offers 


High-quality product is required, 
assured by bidding document 
clauses, such as QA provisions 


Well-prepared bidding documents 
improve chances of trouble-free 
bidding, which impacts timely 
delivery; efficiency of the procuring 
entity 


7. Selecting suppliers Evidence of ability and intent to 
deliver high-quality product is 
mandatory 


Promise of on-time delivery and 
evidence of capacity to comply is 
mandatory 


8. Contracts  Quality requirements are 
detailed in the contract 


Timely receipt provisions spelled 
out in contract 


9. Contract 
performance and 
monitoring 


Proof of quality prior to payment; 
provisions to protect goods 
during transport; and supplier 
performance monitoring 


Payment arrangements made 
promptly; penalty for late delivery; 
specified departure and estimated 
time of arrival 


10. Delivery of goods Inspection of goods upon receipt Understand and support customs 
clearance to clear shipments 


 


3. Good Public-Sector Procurement Practice 


Good public-sector procurement practice is based on competitive bidding and a 
transparent, well-documented supplier selection process. These widely held standards and 
procedures are required of procuring entities by development banks and donors around the 
world, as well as by many governments, when their funds are being used, in order to attract 
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the best prices and ensure fair competition. In the past, details have varied by institution, but 
in recent years, the Organisation for Economic Co-operation and Development has 
spearheaded a movement to harmonize rules, procedures, and documents across their 
membership. The World Bank Standard Bidding Document: Procurement of Health Sector Goods 
(revised August 2008), which can be found on the World Bank website at 
http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMD
K:21890171~menuPK:84284~pagePK:84269~piPK:60001558~theSitePK:84266~isCURL:Y,00
.html, offers a good example of public health-sector procurement practices. 


Health-sector procurement involves an additional challenge. Products such as 
contraceptives, pharmaceuticals, and vaccines have unique safety, efficacy, and regulatory 
requirements that must be added to normal provisions for public-sector procurement. The 
World Bank recognizes this and has begun producing special bidding documents for 
procurement of health-sector goods.  


4. Overview of Key Decision Points for the Reproductive Health Supply Process 


a. Source of Funds 


Funds may come from a variety of sources: a government’s own revenue budget, loans or 
grants from development banks (for example, the World Bank), bilateral donor 
arrangements, and foundation gifts. Confirmed funding—regardless of source—is the most 
critical link between program planning and the procurement process. In addition, the source of 
funding may dictate how the procurement should proceed, who should do it, and what 
markets can be solicited for offers. For example, a development grant may stipulate 
procurement through a United Nations supply agency for certain products, while a 
government health program using its own revenue funds may expect its centralized national 
procuring entity to carry out a competitive bidding process. 


b. How Quality Will Be Ensured (Modules 1–10) 


As shown in the table on the previous page, every one of the ten elements of RH supply 
influences or is influenced by quality considerations. Some of the measures available for 
ensuring quality include limiting bidders to WHO-prequalified manufacturers and products, 
special contract provisions, preshipment inspection and testing, and regulatory licensing. In 
addition to each module, more information about these topics is available in Supplementary 
Topics.  



http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20062006%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20062006%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html

http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/PROCUREMENT/0,,contentMDK:20062006%7EmenuPK:84284%7EpagePK:84269%7EpiPK:60001558%7EtheSitePK:84266,00.html
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c. Who Will Do the Work (Module 3) 


Two main roles are required for carrying out the ten elements of RH supply: program 
management and procurement processing. In addition, critical contributors play peripheral 
but important roles, ranging from banking to customs clearing and receiving. The decision to 
be made here is which tasks of the ten-step RH supply process will be handled by program 
management personnel and which tasks will be done by procurement personnel. It is not 
uncommon to see program management doing some of the procurement processing tasks 
and vice versa.   


d. Specifics of Annual Procurement Requirements (Modules I, 2, 4) 


Annual procurement requirements for each commodity must be defined before the 
procurement process can begin. Program management decisions about coverage goals, 
product mix, and quantity are required and must be adjusted for existing inventories. From 
there, quantities required for procurement can be calculated and adjusted as necessary, 
based on availability of funds and cost estimates. Delivery dates and product specifications 
complete the specifics of annual procurement requirements. 


e. Whether or Not to Pursue Direct Procurement (Module 3) 


Within the context of this series, “direct procurement” means the organization requiring 
RH goods contracts directly with manufacturers or their representatives (using good public-
sector procurement practices), and “indirect procurement” means the organization deals 
with an intermediary who contracts with manufacturers or their representatives. Direct 
procurement usually returns the lowest price, but requires the most expertise. The decision 
to choose either direct or indirect procurement should be made based on what is possible, 
what is practical, who can/will do the work, and cost implications. 


f. Procurement Plan (Modules 3, 5) 


The procurement plan requires decisions as to the best way to purchase each item. It is not 
uncommon for several different procurement options and several different procurement 
methods to be used for purchasing annual RH supply requirements. The procurement plan 
also includes a provisional timeline for procurement, a notation of the applicable rules, and 
whether or not prequalification by the procuring entity will be carried out. 


g. Details of Bidding Documents (if direct procurement) (Module 6) 


In order to develop formal bidding documents, decisions must be made about rules and 
conditions for bidding and how a winning bidder will be chosen, as well as conditions of the 
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contract and the payment modality. Bidding documents also require formal specifications, 
quantities, and a delivery schedule. Under good public-sector procurement practice, 
everything must be stated and clear. Nothing can be changed once the bids are opened, so 
careful decisions at this point are extremely important. 


h. Selection of Supplier (Module 7) 


The criteria for selecting a supplier are decided along with other details of bidding 
documents. The actual selection decision is based on evaluation and comparison of the bids 
received. Good public-sector procurement practice requires a transparent, equitable 
process and timely award. Approval by the financing authority is often required, and 
disagreements over selection or process can result in delayed procurement and delayed 
delivery.  


i. Contracting (Module 8) 


The appropriate contract type must be selected based on the procurement circumstances, 
and the actual contract must be prepared and awarded. The critical link between the 
procurement process and contract performance is a signed contract and payment guarantee.   


j. Acceptance of Product (Modules 9, 10) 


Several layers of decision-making may be involved, including regulatory licensing, results of 
preshipment inspection (and sometimes, testing), review of QA documents, customs entry 
procedures, and receiving warehouse inspection. The critical conclusion is on-time delivery 
and acceptance of high-quality products.  
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B. Modules of the Procurement Capacity Toolkit 


1. Overview of Module Topics  
Module 1: Defining Reproductive Health Supply Requirements 


• Defining Reproductive Health Supply Requirements 


• Program Goals 


• Commodity Considerations 


• Calculations of Desired Procurement Quantities and Time Frame 


Module 2: Specifications 


• Technical Specifications 


• Methods for Development of Product Specifications  


• Format and Content 


• Sample Specifications  


Module 3: Assessment of Procurement Options  


• What Are the Options? 


• Centralized vs. Decentralized Procurement  


• Options Assessment  


• Options Evaluation and Consensus  


• Advice Memo  


Module 4: Budget, Funding, and Procurement Requisition 


• Pricing Research: Representative Pricing and Variables; How to Use 
Pricing Guide  


• Cost Estimating: Additions to Price 


• Budget Exercise: Case Study—Part One 


• Funding and Budget Adjustment: Case Study—Part Two 


• Procurement Requisition: Case Study—Part Three 
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Module 5: Procurement Planning 


• Procurement Options, Methods, and Cycles 


• Official Procurement Requisition 


• Rules, Constraints, and Selection of Procurement Method 


• Demonstration Timeline for Procurement of a Single Contraceptive 
Product: Case Study—Part One 


• Procurement Plan, Schedule, and Monitoring Tool: Case Study—Part 
Two 


Module 6: Developing Bidding Documents and Inviting Offers 


• Documents for Public-Sector Competitive Bidding 


• Preparing Draft Bidding Documents 


• Inviting and Receiving Bids 


• Prequalification: Issues and Documents 


• Request for Quotation: Issues and Documents 


Module 7: Selecting Suppliers 


• Framework for the Selection Process: Guidelines for Committees and 
Subcommittees 


• Bid Opening 


• Bid Securities 


• Bid Evaluation: Format and Code of Conduct 


• Bid Evaluation: Initiation and Preparation 


• Bid Evaluation Stage 1: Examination   


• Bid Evaluation Stage 2: Financial Evaluation  


• Bid Evaluation Stage 3: Verifying Qualifications of Lowest Evaluated Cost 
Bidder 


• Award Recommendation 


• Approvals, Delays, and Extension of Bid Validity 
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Module 8: Contracts 


• Contract Types and Use 


• Contract Selection and Preparation 


• Contract Award 


• Contract Amendments 


• Contract Payment 


Module 9: Contract Performance and Monitoring 


• Contract Performance Monitoring  


• Preshipment Compliance 


• Monitoring Commodity Transport 


• Payment Management 


Module 10: Delivery of Goods 


• Customs Clearance  


• Warehouse Delivery and Inspection 


• Freight Claims and Damages 


2. Standard Module Format 
Each module follows the format below:  


• Introduction 


• Learning Objectives 


• Components, Considerations, and Challenges  


• Informational Essays and Case Studies (where appropriate) 


• Reference Material  


• Learning Evaluation 


• Performance Indicators 


• Glossary and Acronyms 
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C. Supplementary Topics  


A number of activities performed during the procurement supply process involve additional 
systems, conventions, and procedures. In order to adequately monitor and sometimes 
facilitate performance, RH personnel may benefit from information on the following topics:  


A. Anticorruption Issues 
 Forms and causes of corruption, and measures the procurement unit can take to curb 


corrupt practices.  


B. e-Procurement 
  Description of e-procurement and its benefits, challenges, and costs of implementation.  


C. Letters of Credit 
 Types and processes of letters of credit.   


D. Payment Terms and Methods of Funds Remittance 
 Payment terms and methods of funds remittance establish risks and costs for each party 


to the contract.    


E. Prequalification 
 Prequalification of manufacturers and the WHO Prequalification Programme.  


F. Procurement Agents 
 Whether or not to use a procurement agency is examined, with advantages and 


disadvantages summarized in tables at the end of the section.  


G. Procurement Models: Centralized vs. Decentralized 
 Whether to purchase centrally or delegate the procurement task to regional and local 


facilities is a system-wide financial control issue. Each alternative is examined and 
summarized in tables at the end of the section.  


H. Product Quality Assurance  
 Key activities and the roles of different parties in ensuring quality in the supply chain.  


I. Product Inspection and Testing 
 Laboratory testing and visual inspection guidelines.   
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J. Recordkeeping 
 Best practices in keeping required documentation of the procurement process. 


K. Regulatory Authorities 
 Aspects of regulatory licensing that affect the supply process, including national 


authorities and international schemes.  


L. Standard Operating Procedures 
 Development and usage of standard operating procedures for the procurement unit. 


M. World Bank Standard Bid Evaluation Form 
 The entire Standard Bid Evaluation Form, as referenced in Module 7. 
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D. Summary Guide for Policymakers, Ministry 
  Personnel, and Program Managers 


The objective of the Summary Guide is to help policymakers, senior health ministry 
personnel, and program staff members develop the insight necessary to effectively support 
the goals of RH supply: safety and efficacy of the product (quality) and timely delivery. It 
seeks to instill realistic expectations about RH supply matters, and to give an overview of 
where support and coordination are most needed.   
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E. Procurement Assessment Guide   


The purpose of the Procurement Assessment Guide is to provide designated assessors with 
a structured format to use in reviewing and evaluating the procurement system for the 
purpose of improvement. The questionnaires are designed to obtain environmental, 
structural, operational, and performance information on a public-sector procurement 
system. Information from the assessment can then be used to develop a customized training 
program to enhance performance. 


The Assessment Guide also explains the importance and role of performance indicators in a 
procurement assessment. Performance indicators measure and evaluate success against a 
specific goal.  
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F. Trainer’s Guidelines   


The Trainer’s Guidelines are intended to serve as a basic illustration of how training 
materials can be adapted from the various tools in the Procurement Capacity Toolkit. The 
document also includes information on the training implemented in the two field-test 
countries, Zambia and Malawi; the role of procurement system assessments and 
performance indicators when developing training; and guidance on developing and 
implementing a workshop. 
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G. Combined Glossary  


The combined glossary contains all of the terms and acronyms used throughout the Toolkit 
by combining the glossaries from each of the modules and the Summary Guide. Acronym 
entries are indexed by their abbreviated (rather than spelled-out) form in both locations. 


 
 





		The purpose of the Procurement Assessment Guide is to provide designated assessors with a structured format to use in reviewing and evaluating the procurement system for the purpose of improvement. The questionnaires are designed to obtain environmental, structural, operational, and performance information on a public-sector procurement system. Information from the assessment can then be used to develop a customized training program to enhance performance.



