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HPV Core Functions 
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 HPV organisation 

• Appointed by Governor in Council 

• Department of Health 

• Department of Treasury and Finance 

• Health Service CEOs 

• Health Service Execs 

• Independents 
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Why Supply Chain Reform? 

• HPV Strategic Plan 2012-2017: “Drive end-to-end supply 
chain efficiencies” 

• Healthcare spending in Australia is growing (in billions): 
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Why Supply Chain Reform? 

• Benefits include: 

• increased visibility of demand 

• Improved technology and integration of systems 

• reduced effort in maintaining individual supply chains.    

Effort can go directly into patient care and improving 

hospitals standards 

• More efficient delivery which can also improve the 

quality of care to patients 
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Purchase 

Price 

The proverbial iceberg… 
HPV has traditionally focused on achieving the best purchase price 
within existing constraints. This has delivered savings however evidence 
shows that there is much greater benefit to be achieved by addressing 
the drivers of price. 

Clinical variation 

Demand variation, uncertain demand 

Quality – over spec? under spec? 

Inventory – # lines, out of date 

Logistics – small orders, frequent deliveries 

Manual processes and rework 

Duplication 

Drivers of 

price 



Health Purchasing Victoria  |  Working with Victoria’s health sector to achieve best-value supply chain outcomes 8 



Health Purchasing Victoria  |  Working with Victoria’s health sector to achieve best-value supply chain outcomes 9 

Supplier Distribution Hospital Ward Patient 

NOW (in Victoria) 
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Supplier Distribution Hospital Ward Patient 

Consolidation 

 Picked to ward 

 Economies of scale 

 Process efficiency 

 Optimised distribution 

 Reduced inventory, obsolescence 

 Returnable packaging 

FUTURE ? 
 



Waves of Supply Chain Reform 

Health Purchasing Victoria  |  Working with Victoria’s health sector to achieve best-value supply chain outcomes 11 

Wave 4 – Product standardisation 

Wave 3 – Consolidated distribution (Economies of scale, ward box delivery) 

Wave 2 – Technology platform (Visibility, common product master, Imprest everywhere, 

increased collective procurement) 

Wave 1 – VPC (NPC integration & HPV pricing) 

Wave 5 – Demand management 
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Supply chain approach 
 

What: Supply Chain vision statement 

When: Project framework and plan 

Business case development 

Governance and 

Ownership 
• Working group members 

• Terms of Reference 

 

• Principles 

• Evaluation criteria 

• Constraints 

 

 

Information and 
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Operations 

 
• Working group members 

• Terms of Reference 

 

• Principles 

• Evaluation criteria 

• Constraints 

 

How: three streams 
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Governance workshop outcomes 

Unanimously endorsed: 

 

• HPV, on behalf of state, to progress feasibility study and  
business case  

• Actions include:  

• Bottom-up data collection (CEO network to support) 

• Operational options to be studied 

• Transport options to be studied 

• ICT approach to be determined 

 
• Discuss governance model options once operational 

options are evaluated 
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Indicative timeframe for business case 
(Working) Vision:  To unlock cost efficiencies and improve clinical outcomes by optimising 
the supply chain of health products in Victoria 

Jul13           Sep13              Dec13             Feb14           Apr14  

Governance 

and ownership 

Data collection, Information and 

technology (VPC, system) 

Operations Design 

Business case 

Begin the 

reform 

journey! 

 

Decision point 



What does it mean for suppliers? 
 

• Uncertainty for now: feasibility study over next 6 months  

• Possibilities: 

• A consolidation of warehouses and distribution arrangements 

• FIS to consolidation points 

• Outbound freight handled separately 

• Larger UOM being purchased 

• Provide support, if required, to enable an accurate supply chain picture.  

• Provide input into the project, where appropriate   

• Changes to HPV sourcing pricing request format to cater for future 

supply chain options (effective now) 

 

• HPV will be requesting various pricing models from a sample of suppliers 

on current contract scenarios 
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Next Steps 

 We will: 

 

• Continue study of other jurisdictions and 
countries – Australian states, NZ, UK, US – and 
other industries 

 

• Expedite gathering of detailed baseline data from 
hospitals and suppliers 

 

• Develop framework for Operational and Transport 
studies 

 

• Develop business case of options 
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