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1. SHORT FORM REPORT

1.1 Overview

Increasingly volatile markets and significant global events within the last 5 years have led to breakdowns in NHS
product supply, putting patient care at critical risk. Better resilience in the supply chain has been born out of
collaboration and partnership, enabling real agility and innovation in response to intense pressures such as
Covid, EU exit and Ukraine. Partnerships have also enabled cohesive and integrated responses, reducing overall
cost and administration.

The supply chain is the most critical function with the NHS, a function upon which all hospitals and services are
entirely dependent. The evolution of integrated care systems and Integrated Care Boards presents a real
opportunity for the collaboration and partnership seen in recent years to be strengthened and focussed more
intensively on supply chain risk. ICSs are able to not only to drive step-change improvement in care pathways,
service redesign and reducing health inequalities, but also to achieve a step-change in product supply quality
and resilience. Through ICS leadership, increased collaboration can enable supply chains to evolve within
individual trusts and through regional strategies. This will release clinical time and improve patient safety, unlock
savings and reduce overall risk. Over time, ICSs can play a critical role in connecting the end-to-end supply chain,
working with NHS Supply Chain (NHS SC) and national bodies to drive investment, national strategies and
networks, and national standards, significantly increasing the cost savings and efficiencies realisable from an
efficient end-to-end supply chain.

This study was commissioned from Unipart Consultancy by NHS Supply Chain and the National Procurement
Forum to assess current ICS supply chain maturity across a sample of representative Systems. The inbound
supply chains of 11 ICSs, involving 83 trusts, have been mapped and reviewed for efficiencies and improvement
opportunities during a Diagnostic Phase. Surveys and conversations captured extensive feedback from supply
chain colleagues and clinicians to provide insight into costs, time and pain points incurred in current processes.

Based on this review and a broad understanding of supply chain best practice in health care and wider sectors,
Unipart then undertook a ‘To-Be’ phase to design an optimal ICS supply chain model and glidepath to
achievement. Unipart has made recommendations for change to strengthen the NHS's resilience, service quality
and efficiency, protecting patient care to a higher level than ever before.

1.2 Observed risks in current practice

After completion of the Diagnostic Phase of this study, the following key risks in current supply chain practices
are clear and increasing over time:

e Significant clinical time is diverted away from patients onto mundane supply chain tasks such as ordering
and put-away. This takes time away from patient care and reduces job satisfaction in clinical roles.

e There is substantial excess cost across the NHS from waste, excess stock, suboptimal ordering and process
duplication. These costs are driven by lack of inventory visibility, duplication of processes and unwarranted
variation and are rising due to inflationary pressures in warehousing, workforce, transport and product
pricing.

o Within observed supply chain practices, there is an inability to evidence that product safety is maintained.
This is due to lack of process control and lack of measures in hospitals and community settings governing
product availability, storage and replenishment.

e  Current supply chains lack the agility or expertise to support the emerging ICS pathway re-designs and move
towards community settings demanded by the NHS Plan, due to a lack of end-to-end understanding or
visibility.

e Driven in part by the need for resilience and reducing levels of storage capacity within hospitals, there is an
increasing number of independent and isolated ICS warehouses and investment plans emerging post Covid,
with no strategic connectivity to the national network in terms of storage, cost or capability. This can only
lead to a duplication in cost and a division in supplier management. A lack of an integrated strategy on stock



holding, location and management, drawing in local, regional and national assets and processes, will create
a proliferation of small, disparate local warehouses, replicating cost and lacking control.

A lack of professional development in the NHS supply chain workforce is challenging both career
development, retention and recruitment. There is a real risk that the NHS will lose valuable experience and
resources as people lose morale, and the roles fail to attract new talent.

NHS SC’s ability to drive increased value is encumbered by a lack of control and connectivity to local and
emerging regional supply chain networks and processes.

1.3 Key findings
Through the outputs of the diagnostic phase and development of the optimal model, we have been able to
conclude the following key findings.

There are key barriers to achieving an optimal local and ICS supply chain, including:
o There is a lack of supply chain maturity across the NHS, with activity largely designed around reactive
responses rather than optimised plans and processes.
Resources and behaviours are focussed almost entirely on short term fixes for immediate issues
There is a lack of definition of the resource, focus and role of an ICS in delivering supply chain
excellence.
There is a lack of coherent local and regional KPIs.
o There is wide variation in observed practice in common processes, with little documentation or
training.
o There is a lack of alignment between process and physical network design, IT and systems, and
organisation structure/capability.
There is a positive role for the ICS to play at a regional level that complements and enhances the work
done at trust level. However, the role of the ICS is not currently well defined in this function.
By self-assessing against, and then developing in line with, a tailored supply chain maturity model (SCMM)
presented as part of this study, there are significant opportunities for sustainable process improvements
at Trust level that can be accelerated by ICS support and oversight. This ‘improvement programme’
approach will close the current gaps in performance, will increase resilience and quality of service, and
could deliver savings in excess of £120m across the NHS.
Quick wins can be made by documenting and training common processes within ICSs to gain efficiency, as
well as addressing inventory — settings, excess and obsolete - to ensure the right quantity of product is in
the right place at the right time.
NHS Supply Chain has a range of projects in flight which will address many of the current observed
challenges in operational processes when ordering through the national channel and these are captured
within the recommendations and next steps.
ICS supply chain developments and collaboration with NHS Supply Chain to develop a single, end-to-end
and supply chain standard and visibility could unlock significant additional efficiencies at regional and
national level and this needs further exploration to understand design and benefits.

1.4 The savings opportunity

Alongside improvements in safety, patient care and staff satisfaction, the study identified and quantified a

range of savings available from supply chain improvement.

The savings opportunities are shown below.



SAVINGS OPPORTUNITIES *

FURTHER

INVENTORY PURCHASING OPPORTUNITY

£71m.£150m*
Average ICS £5m to £8m

Av acute trust £1.3m £2_5m to£4m 10-15%

One-off working capital saving Average ICS £66k to 102k in people costs through process
efficiency

£ 18 Mt £5 2 m * On-going operating cost saving

AverageICS £1m to £3m
Av acute trust £500k

On-going operating cost saving

Benefits are split between one-off Underlying opportunity is based
reduction in working capital and the Benefit is based on eradicating on people being trained to
operating cost reductions driven by time wasted chasing deliver the process more

havingimproved inventory alternatives at order point efficiently and effectively in a
management and fewer out of standardised way

stocks and excess inventory caused -
by incorrect settings

*Savings calculations detailed in Appendix 1and ratified against NHS SC IM Proposal

We believe the projected benefits stated above are consistent with the original Scan for Safety run by the Dept
of Health and is discrete from the current Scan for Safety that sits within the NHS Transformation Directorate.
We equally note that full benefit realisation within the area of Inventory is dependent on the combination of
Scan for Safety (to recognise usage, and improve stock integrity), Process and Organisation (the primary focus
of this document), and implementation of IMS

These savings will support the required investment to implement the recommendations within this study and
the deliverables required.

1.5 Key ICS optimal supply chain recommendations

ICSs can add significant value to the end-to-end supply chain of the NHS and release the savings and drive the
quality improvements documented within this report. Their role is threefold:

e To support Trusts to develop their maturity, using the SCMM as a work plan model

e To develop solutions that can add value at regional level, such as purchasing (regional tendering, Supplier
Relationship Management), inventory (system specifications and excess management), warehousing
(shared facilities for slow movers or consignment stock aggregation) and transport (inter-trust transport)
where applicable.

e To work with national bodies to connect local, regional and national strategies, removing duplication and
accelerating benefits. ICSs can provide a two-way communication and governance role in presenting
requirements of Trusts to national bodies, and providing support and project management for the
deployment of national initiatives at the Trust level

To deliver these roles/functions, each ICS will need to put in place an organisational capability and capacity
which fits their regional structure and requirements. It will be critical to draw in the available collaboration and
resources of national bodies such as NHS Supply Chain where available to enable efficiencies and accelerated
results.



The SCMM provides a road map against which Trusts and the
ICS as a collective can self-assess their current position and
identify next steps to improve along the maturity curve,
moving from Reactive through Managed to Optimised. These
tables contain detailed recommendations, based around the 6
thematic areas of a supply chain — Planning, Purchasing,
Inventory, Storage Warehousing, Transport & Distribution and

The Supply Chain Maturity Model

Returns. BRARIDY S ROCESS. Teoewioor Ay
‘Supply Chain Master Data
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More detail is provided in Part 3 of this report where tables outline the key SCMM mmm&zx«:—axsan

recommendations, the observed practices during the Diagnostic phase of this study and the actions
that an ICS should lead or support as priorities to extract value and improvement. The full SCMM
and self-assessment tool is included in Appendix 3.

In terms of priorities, improved inventory management at local level is the single biggest
recommendation to unlock reduced cost and improved service and resilience at local, regional and
national level.

Inventory is at the apex of the supply chain of the NHS. Not only does it represent a significant cost itself, but
most of the other supply chain activities (such as transport and warehousing) flow directly from the (mis)
management of inventory. In addition, it is Unipart’s view that the good work done in procurement (national
deals, routing through NHS Supply Chain etc) is consistently undermined by poor purchasing. If you do not
control how much is purchased, the savings from procurement cannot be realised in full.

There is a wide range of actions that can be addressed with and without an Inventory Management System.
However, given the £Ms of stock value being processed through each NHS Trust on a routine basis, to operate
without an Inventory Management System increases the risk of obsolescence, stock out and write off
significantly. The management of the volume of stock held within the English NHS must be grounded on visible
data and efficient, non-manual processes to address supply chain risks. Inventory Management Systems, and
associated processes for inventory management, should be implemented more comprehensively across the NHS
and, through ICS governance, connect stock visibility at regional, and ultimately national level.

[ ——



1.5.2

ICS emerging workplan — SCMM gap analysis

The emerging ICS work plan should be founded on a national programme, led by NHS SC, to support every trust and ICS to undertake a self-assessment against the SCMM
documented in this study and implement measures to improve maturity at Trust and ICS level.

In addition, NHS SC already has a number of projects in flight, detailed within the recommendations of Part 3 this report, to address observed issues and progress in maturity,
such as CTRP and Service Excellence. These were issues which were priorities for ICS Supply Chain Leads and collaboration and engagement with the Leads will be helpful in
progressing and implementing these projects.

The following tables provide a detailed overview of the next steps which should be considered to enable ICSs and Trust to progress maturity, address gaps in capability and
accelerate resilience and quality. The tables include recommendations for where NHS SC might extend its scope and current range to support supply chain evolution at

regional and local level.

What Does Good

Look Like

Planning

Clear set of service, cost,
and volume requirements
agreed & shared at Trust
and ICS level

Regular comparison with
capacities and capabilities
in a S&OP style approach is
in place networked across
the ICS

No clear statement of the
Requirements

Planningis silo driven and
almost exclusively
concentrates upon
procurement policy and
procedures.

Most planning is done
retroactively in response
to perceived failingsin
service and cost.

There is some evidence in
the work done at ICS level
to look at physical
networks against future
needs.

There was observed
evidence of planning
around staffing rota’s and
weekly schedules and the
setting of planned targets
in some areas

Priorities for the ICS to fix at

regional level

+ To create a Planning culture across
all areas

+ To look at organisational structures
regionally and locally to ensure that
planning (as defined here) is
included in job roles and that
governance exists to link SC planning
to other areas (HR, Finance, etc)

* Agree acommon format and
approach to gathering requirements
from the Trusts, with governance to
ensure it happens

* Undertake active comparison of
requirements vs capacities and
capabilities

+ Develop templates for local Trusts to
follow, including basic governance
so local Trusts can check their
processes designs (an audit
methodology). Help them
implement

« Align all the trust processes in a
closed loop to include finance and
estates across the ICS.

Priorities for the ICS to
support at local level

NHS Supply Chain Engagement

* Internal improvement plans in place,
following gap analysis against SCMM

* Deploy the SCMM framework to
determine gaps at a local level

« Develop and implement plans to fill
them

* Regularly audit the capacity and
capability of the processes to deliver
to requirements (are processes
present, are they working, are the
right people in the room etc)

« Make sure that Planningis within
the scope of a senior manager’s JD.

* Check that appropriate governance
exists to ensure supply chain
planning is part of the overall Trust
planning cycle

NHS SC/NHS E should progress an ICS
pilot improvement programme to test
the full potential of ICS supply chain
leadership from planning to people and
its impact on progressive supply chain
maturity

NHS SC has the opportunity to take
leadership on planning and create a
planning framework through which
local, regional and national supply chain
requirements can be shared and co-
ordinated



Purchasing

What Does Good

Look Like

* KPIs related to
Procurement, demand,
capacity, supplier
performance and
Purchasing controls.

* Two way audit of suggested
practice cross-functionally
at Trust & ICS level.

* Trained specialist in defined
roles. Preferred suppliers in
place with ICS level SRM.

+ E-Sourcing tools are in
place providing visibility
and automation.

+ Clear approach on
insourcing and outsourcing
of systems

Good control exercised
through NHS SC and
associated ordering routes.
Good measurement of spend
via NHS SC and electronic
orders.

Significant process variation
at local level

Difficult access to information
regarding contract change or
supply shortage

Substantial time expended
daily chasing data/
information by supply
operatives and clinicians

The link between Purchasing
and other Supply Chain
disciplines is under developed

Priorities for the ICS to fix at

regional level

Clear governance model covering c
management and auditing of non NHS SC
purchases (receipting etc).

Supplier Relationship Management for .
key suppliers covering all supply chain
aspects (Cost, Quality delivery), with -

internal customer partnering
Consolidated product catalogue with ICS
level best sources established

Work towards standardised product
alternatives at a regional level and feed
into national procurement programmes
Provide guidance on good catalogue and
data management maintenance

Provide common platforms to aggregate
purchasing and measurement at ICS level
and create a single dashboard of reporting
Definition of KPIs covering Control, Spend,
Supplier Quality, and supplier
performance

Training and Best practice facilitation
across the region organised and delivered

Priorities for the ICS to
support at local level

Internal improvement plans in
place, following gap analysis
against SCMM

All purchases inline with ICS
categorisation

Full implementation of defined
KPIs

NHS Supply Chain
Engagement

NHS SC should seek the support of
ICS supply chain leads to deliver
their inflight projects, which
already address a number of
operational priority improvements
within this study, recommended by
the ICS Supply Chain Leads.

NHS SC are installinga new
catalogue for all MDCC products;
underpinning that will be a clear
data strategy and PIM. ICS
engagement could lead local
adoption and further development
(eg approved ICS product lists or
formularies)

NHS SC has inflight projects to
improve operational issues raised
during the Diagnostic phase,
including product alternatives,
ICNs, catalogue search facility and
visibility of product availability
NHS SC has the system and
opportunity to host an ICS supply
chain best practice library, or work
with GIRFT to enable



Inventory

What Does Good

Look Like

KPls and linked processes
(Item classification,
demand planning, S&0P,
excess/obsolete stock
management etc) in place.
IMS and ICS Dashboard
implemented.

Trained specialist in defined
roles.

Active coordination
between supply chain
stakeholders

Inventory management
primarily reactive to
shortages (excess/obsolete
not prioritised)

Very limited evidence of key
processes (esp. item
classification)

Skill levels are low
Inconsistent IMS deployment
Lack of adequate data and
data maintenance leading to
increased shortages and
either complete stock outs or
stock excesses

Poor use of tools / data - only
50% of Trusts in Study had an
inventory management
systemin place, leading to
lack of visibility and excessive
cost.

Lack of connectivity to
national supply channel
compromises NHS SC's ability
to hold resilient inventory

Priorities for the ICS to fix at

regional level

Co-ordinate IMS local and regional
investment strategy with NHS Supply
Chain and NHS England, setting
specifications for IT systems and
developing business cases which can
underpin all NHS Trust investments.

IMS implementation standards {(and
resources).

Set the best practices for IMS deployment
and utilisation, and help Trusts to get to
the minimum suggested practice.
Service, Cost and Input KPIs defined and in
place

Documentation and deployment of full
suite of Quarterly, Monthly and Weekly
Processes

Establish training.

Master Data Management and associated
auditing.

Enabling trusts to access the intermediate
value that can be achieved across trusts
without an IMS, and an ICS can also set
best practices and help trusts get to the
minimum suggested practice.

ICS aggregation of current & future space
use, and future requirements in terms of
inventory holdings

Resiliency planning for substitution,
alternate supply, reuse & shared
inventory at a regional level

Training and Best practice facilitation
across the region organised and delivered

10

Priorities for the ICS to
support at local level

Internal improvement plans in
place, following gap analysis
against SCMM

Formal Planning Process in Place
to identify optimal inventory
requirements for service and
cost, compared against current
physical infrastructure
Implemented ICS best practice
KPIs for Service and Cost,
published and regularly reviewed
Clear Processes in place (full
inventory suite from demand
planning, S&OP, classification)

PI cycles with auditable outcomes
Optimised approach to ICS service
deployment is practiced

Skills audit and development plan
in place for inventory
management and sub-disciplines
Inventory Organisation is
represented in appropriate
forums (e.g. finance)

NHS Supply Chain
Engagement

NHS SC are preparing to enable
access to an IMS solution that can
be deployed in Trusts and
leveraged across an ICS. The ICS
should support the
implementation and drive
adoption. A once-only investment
approach should enable more
efficient and standardised
implementation. Leadership by a
supply chain organisation will
ensure that focus is not only on the
system, but also on the processes,
data management and culture that
surrounds it.

In addition to blue yonder and
CTRP project, NHS SC hopes to
leverage the Federated Data
Platform project to aggregate
inventory data from Trusts to
support end to end visibility



Storage
warehousing

What Does Good Look

Like

Common KPIs for Warehouse
service and cost.

Warehouse structure (internal
and network) within hospitals
planned against net inventory
requirements, and service
definitions.

Standards for shared common
processes, receipting,
scheduling, etc Scan for
safety.

Visibility of inbound supply
with integrated processing
through ASNs. WMS for
consolidated order processing
& tracking, dynamic stock
management and Pl counting
Standard work in place with
Continuous improvement
ethic

Warehouse network
typically is legacy.

21CSs and 2 trusts had
independent warehouses in
place, with expansion plans
to include wider trusts.
However, there was a lack of
co-ordination with NHS SC
and the national network
Lack of evidence of KPIs and
metrics to manage inbound
processes

Lack of evidence of
consistent processes/SOPs
to capture service issues and
manage operations
Processes are based around
inherited job knowledge and
coping gaps within WMS
Lack of appropriate systems
to underpin warehouse/
R&D point management
Dead stock taking up space
Little evidence of formal
training around the
disciplines of warehousing

Priorities for the ICS to fix at

regional level

Seek to form a strategy with NHS SC to
form an end-to-end view of network
design and progress regional networks
in line with national strategy
Creation of management suite of
metrics and KPIs against ICS priorities
Definition of Trust level KPIs
* Internal processes e.g. inbound
delivery for external suppliers
* KPI and supplier scoring to
manage supplier performance
* Feedback reporting to share
service data with relevant
stakeholders
Deployment of basic standards for local
processes, eg scan for safety
Create benchmarking and best practice
evidence bank across ICS
Review Ambulance Trust networks in
greater depth to explore opportunities
for consolidating warehouse and
distribution assets
Co-ordinate feedback to NHS SC to
improve quality in cage consolidation
and labelling, including accuracy of
product and optimisation of capacity
Training and Best practice facilitation
across the region organised and
delivered

11

Priorities for the ICS to
support at local level

Internal improvement plans in
place, following gap analysis
against SCMM

Capture of Trust level
requirements for service and
cost in relation to
Warehousing

Annual review of optimal
internal layouts (Zoning) and
Trust/Hospital network design
Coordinated planning
conducted with ICS to ensure
regional, national and local
optimisation

Implement trust level KPIs
Regular auditing of Data
integrity

Physical disposal of dead stock
Improvement plansin place to
address Supplier performance,
co-ordinated at a regional
level

Auditing of the above

NHS Supply Chain
Engagement

We suggest NHSSC undertake a
further study to understand the
approach required and opportunities
presented by end-to-end network
design from local to national levels.
We recommend NHS SC undertakes an
Ambulance Trust supply chain study to
identify areas of efficiency and
collaboration with NHS Trusts across
the seven Ambulance regions.



Transport

Returns

What Does Good

Look Like

Final 100m and fleet right
sized to requirements.
ICS level strategy on fleet
/ outsourced services.
Common KPlIs, and
definition of minimum
processes that should be
in-place (scheduling,
maintenance, cost to
serve, utilisation etc).
Regular review of plan vs
actual of an integrated
service linked cross-
functionally at ICS level,
delivered through trusts.
TMS may or may not be
appropriate.

Specialist roles are well
defined and trained

KPlIs and processes far
active identification of,
segregation of and
actioning of Return to
Supplier (RTS) product
Full end to end processes
(including credit recovery)
for disposal or
redeployment of SLOB
(Slow Moving and
Obsolete).

Transport is legacy

Final 100m is often performed
reactively by clinical staff against
urgent requirement.

Limited common approaches to
scheduling, fleet monitoring and
maintenance.

Little evidence of structured KPIs
covering delivery service (on time)
and cost (cost per mile, delivery
etc). Defined processes like
capacity planning, transport
scheduling, TPM etc, were absent.
Numerous independent transport
networks observed duplicating
location deliveries and cost
Minimal connectivity with NHS SC
national distribution network and
strategy.

Different elements of the network
often owned by different
stakeholders (portering,
FM/Estates, etc) with disconnected
systems and data sources.

Opportunities for RTS routinely

missed, dead stock not disposed of.

Manual email solutions for
actioning RTS, not end to end
process

Culturally the primary focus almost
to the exclusion of others is on
securing availability, such that this
area is largely neglected but has a
huge value

No clear incentives or ownership
for the issue, with some exceptions
noted at the ICS level

Priorities for the ICS to fix

at regional level

Conscious planning for all types of
Transport (final 100m and vehicle)
ICS level planning and execution
processes for transport at regional
level supporting inter-trust
transfers, (inc. Local Authorities?)
Regional Dashboarding of service
and cost to enable identification of
improvement areas

Process for analysing at an ICS level
Cost per mile, vehicle, cube
utilisation etc, for benchmarking
and best practice

Models for determining best
network structure within hospital
defined

At least annual review in
conjunction with ICS of vehicle
networks within and between Trusts
Training and Best practice
facilitation across the region
organised and delivered

Set out the KPIs and templates for
suggested processes and practices
at a Trust level for identification,
actioning and finance

Support local trusts to reach
minimum suggested practice
Define joint processes as
appropriate linking local and
regional levels (perhaps involving a
move from push from Trust, to Pull
from ICS for excess stock situation)
Establish regional KPIs and
benchmarking capabilities and
provide governance.

Define base system requirements in
WMS, OMS, IMS and Finance
Training and Best practice
facilitation across the region
organised and delivered
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Priorities for the ICS to support
at local level

Internal improvement plansin place,
following gap analysis against SCMM
Capture of the Trust service and cost
requirements with regard to Transport
At least annual review of within
Trust/Hospital physicaltransportation
conducted against requirements

Local KPls in place and reviewed with
internal customers & standard
work/processes established

Processes in place to link into any ICS level
transportation planning and execution
Job descriptions and skill requirements
development plans in place

Minimum suggested systems (TMS,
telematics, track and trace etc) in
place/and or business case/program for
implementation

Fleet vehicles proactive maintenance
programme meets compliance
requirements

Clear accountability for, and management
information for, identification of RTS stock
Ensure that Reverse is included in local
governance (finance)

Ensure the value is recognised culturally.

NHS Supply Chain
Engagement




1.5.3 ICS Emerging workplan - People and Organisational Capability

People and organisational capability are key foundations for supply chain improvement. It is a thread that runs through all thematic areas.

A performance culture that supports people and capability and focuses on the development of people and process at all levels within the Trusts and ICS is essential. Only
through a performance culture can an ICS design, implement and sustain improvements and then continually strengthen their supply chain maturity. The role of an ICS
includes:

Priorities for the ICS to fix at | Priorities for the ICS to

What Does Good NHS Supply Chain Engagement

Look Like regional level support at local level
People There are standardised and There is a lack of role Create training programmes and * Implement training programme *  We suggest that NHS SC takes the lead
documented processes to profiles and definitions qualificationsin supply chain, (inc. locally in establishing a national training

remove wasteful activities
and process variation
Robust training,
engagement and
development programme
exists, focussed on
technical process skills, CI
capability and behavioural
development

Core performance
improvement and
sustainment tools exist that
can be measured

There is best practice
sharing

Specific roles and
responsibilities exist within
each process with a
support structure for
escalations and problem
resolution.

Employee satisfaction is
measured and improved

across most supply chain
roles

There is a lack of training
and development in supply
chain skills or continuous
improvement skills

Staff are generally well
engaged and passionate
about their work

warehouse mgmt, materials/
inventory mgmt, etc), similar to
CIPS, to drive recruitment, career
development and retention

Create training programmes in Lean
and Continuous Improvement for
supply chain teams to drive process
improvement and outcomes
Develop a supported cultural change
programme to drive improvement
and challenge status quo, moving
staff from heroic resolution to
proactive value-add as performance
improves and releases capacity
Introduce and implement standard
way of working & SOPs across supply
chain

Longer term opportunity to
benchmark productivity and develop
standardised resource models across
an ICS

Establish ICS Supply Chain Forum
that enables Leads to come together
and explore findings of review in
greater depth and develop best
practice and mutual support
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* Implement cultural change locally programme for the supply chain
* Adopt standard ways of working and workforce covering continuous
S0OPs improvement and supply chain
* Ensure job descriptions and skills disciplines to improve staff morale, staff
audits are in place behaviour and process outcomes. This
* Engage National Staff Survey and should be created at national level and
drive action plans to improve implemented regionally. NHS SC should
engagement and satisfaction within work with NEL who have made progress
supply chain teams in this area
*  We suggest that NHS SC sets up a
dedicated ICS Supply Chain Forum which
can absorb the findings of this report
and collaborate on a responsive action
plan, and share good practice and
debate implementation of national
strategies



1.6 Recommended next steps
A series of next steps for NHS SC are recommended to extract value from this report and progress supply chain
maturity within the NHS to realise the benefits outlined in this study.

Publish and promote report

Engage all ICS supply chain leads and form a Council or Forum to review and workshop recommendations

in detail:

o Progress role definition between local, regional and national bodies to create urgent governance

o Develop a joint proposal for an ICS pilot improvement programme to test the full potential of
progressive supply chain maturity, regional inventory oversight and regional collaboration

o Plan implementation against the glide path proposed within this study and initiate a programme of
support for regional and local self-assessment and improvement planning

Initiate the creation of a best practice ICS library to capture and share good observed practice immediately.

Develop a national strategy and investment plan for Inventory Management Systems, born out of regional

collaborative plans which are already emerging

Undertake a study of Ambulance Trust supply chain networks and processes with a view to addressing

duplication and sharing good practice



THE SUPPLY CHAIN STUDY FULL REPORT

2. THE APPROACH

2.1 An environment of increasing supply chain risk

The NHS continues to face into significant environmental pressures such as increasing demand, extended waiting
lists and global supply chain disruption. Recovery and financial balance appear to be competing priorities.

A strong supply chain is fundamental to achieving a strong NHS, delivering excellence in patient care, but recent
impacts have exposed the immaturity and fragility of existing processes and systems. Current NHS supply chain
activity depends on too much clinical time/resource. Supply chain workforce behaviours are predominantly
reactive firefighting and fixing short term issues.

ICSs provide a real opportunity to support and strengthen supply chains operating across the NHS from national
to local level and the achievement of the supply chain elements of the Target Operating Model for ICSs must
accelerate to build resilience quickly.

2.2 Scope and terms of reference

The National Procurement Forum commissioned a piece of research from NHS SC to identify current ICS practices
and recommendations for an optimal supply chain at ICS level. NHS SC engaged Unipart Consultants to run a
diagnostic phase on current practices and to develop a framework for this optimal design, based on achieving
improved cost, higher levels of product availability and resilience and founded on sustainable process.

Project delivery was dependent on the engagement and resource of the ICSs who volunteered to participate in
the study and the availability of data to underpin process mapping with fact-based performance measurement.

2.2.1 The scope and requirements covered

e A representative number (14) and range of ICSs to participate in the study, giving insight into urban, rural,
centralised and disparate ICS models. Of 14 ICSs required, 11 volunteered with sufficient maturity and
resource to participate. The availability of data was weak in a number of regions, adding further complexity
to the diagnostic phase.

e All prime NHS providers within an ICS region. There was strong engagement within the acute sector, but it
was harder to engage with the community, mental health and ambulance trusts who were less aligned with
existing procurement-driven programmes of work underway within ICS regions.

e All consumable products within the NHS SC catalogue.

e  Physical flow processes from supplier to back door of healthcare provider with additional insight into in-
trust inventory management and point of care data capture.

o All supply chain components, including in-bound supplier service offerings, product flow and networks, key
technology and standards/enablers. Data provision was inconsistent within ICS regions but sufficient to
provide insight and examples of common practice.

2.2.2  Our understanding of the requirement

v' To gain a good understanding of the voice of the customer (VoC) to ensure alignment with customer needs.

v" To understand the state of “As is” practice across critical physical and planning processes through value
stream mapping (VSM) at Trust level.

v'  To generate a customer-led series of recommendations on improvements and future service offerings and
define and template best practice and wider supply chain design within an ICS.

v' To provide a framework for assessing SC maturity, at both the ICS and local level, and how the role of the
ICS can drive NHS local and regional supply chain management to a new level of maturity.
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v" To provide an estimate of the benefit of these improvements and a road map for implementation.
v' To suggest logical ways forward to ensure recommendations are applied.

A detailed review of activity to fulfil the terms of reference is included in appendix 2

2.2.3 Our starting hypotheses

During the implementation phase, a number of hypotheses were identified from discussion with NHS SC and
ICSs who were mobilising to participate in the study.

e There is significant unwarranted variation between trusts in the way they approach common processes.

e There is scope for improvements to both the service delivered and cost base through a more standardised
and optimised approach at both Trust and ICS level.

e A basic lack of Planning, and Plan vs Actual is a cause of much of the sub-optimal performance across
Inventory, Warehousing, Transport and Purchasing.

e There are opportunities for co-optimisation between the different organisational levels of the NHS including
ICS, NHS SC, and Trusts.

e There is missing governance which has led to previous improvement initiatives failing to achieve their
intended results in full.

e The physical network structure must change in relation to developments in patterns and requirements of
demand, and input costs (costs of staff, warehousing, transport, and inventory). Legacy and new network
designs should be reviewed to ensure consistency and optimisation.

2.3 Unipart’s overview of current supply chain flows

As the demand for community and home care services increases, the emphasis must shift beyond the hospital
setting to a more innovative and efficient end to end supply chain, enabled by national and ICS strategy.

Discussions with ICS supply chain leads emphasised the changing focus of health care provision. The immediate
focus for ICS current supply chains is centred on the demands of the acute hospitals and demands posed by
recovery and on-going Covid infections and clinical demand

In the longer term, however, the NHS strategic direction is seeking to increase care provision in the community
setting, focussing on prevention and early treatment, rather than hospitalisation. NHS SC continue to respond
to community supply chain demand and the need for innovation to service home, community and primary care
will accelerate. ICSs can provide a pivotal role in co-ordinating service demands on the national resources and
implementing new services locally.

The diagram below represents the current supply chain flows:

Supply Chain Flow

& 2 |
3}4{0 I1CS
SUPPLIERS DELIVERY CHANNEL ICS “
Managed Service
Providers
NHS Supply Chain _-
| Ambulance

Community Health through CICs

Wholesalers
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2.4 Unipart’s methodology and observed practices

Unipart drew on our significant experience working within the healthcare sector and supply chain subject matter
expertise, specifically operating the logistics services for NHS Supply Chain. Our study undertook a preliminary
Diagnostics phase, following by a To-Be design phase, both incorporating a range of tools and systems.

2.4.1 Diagnostic phase approach

We undertook a granular approach, refining tools and focus as emerging themes arose in Inventory,
Warehousing, Distribution, Purchasing, Planning and Returns. Our engagement with the customer emphasised
that future improvements and service design should be underpinned by a focus in organisation design and team
development.

We interviewed over 300 customers to understand perceptions of service. We used Voice of the Customer (VoC)
and Value Stream Mapping (VSM) tools to understand current processes and engage with individuals across the
supply chain operations within each Trust, which included Senior Supply Chain and Procurement Management
and Leads, Procurement, Purchasing, Materials Management, Warehousing, Transport, Nursing staff in A&E,
ICU, wards and theatres, Senior Surgical and Medical staff, Porters, Finance and back office staff and Estates
Management.

2.4.1.1 Voice of the Customer

The VoC tool has been key to gather feedback on supplier and supply chain performance and appetite for
change. Insight was gathered through a combination of a formal, scored questionnaire and conversations and
feedback captured during the value stream mapping activities.

A full report of verbatim comments is included in Appendix 4. Common themes emerged from these Trust and
ICS discussions:

*  Whilst supplier service levels are largely consistent between trusts, there is wide variation in perception and
opinion of performance across trusts and ICSs. This is unhelpful in seeking to address underlying issues.

*  Trusts recognise that daily work is largely reactive, dealing with many day-to-day problems and shortages
rather than pro-actively planning and driving continuous improvement.

*  Process data and KPIs are either non-existent or not fully used across all trusts or at ICS level to enable
performance management.

e Supplier communication on changes to availability or product range is generally difficult to access.
* These is little measurement of service-user satisfaction.

e There is a lack of training, staff development and career pathways to aid recruitment, progression and
retention.

* There is a significant appetite for, and recognition of, the need to change, develop and improve, but this is
undermined by a lack of capacity and knowledge/experience of supply chain skills and continuous
improvement or lean thinking.
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2.4.1.2 Value Stream Mapping

The VSM tool enabled us to map processes in detail and capture points of pain and opportunity to reduce cost
and improve service quality and resilience. Individual VSMs were conducted within 64 of the 83 trusts visited
and consolidated VSMs have been developed for each ICS to understand the breadth of processes and the key
points of focus.

Key findings included:

* ICSs have not created this overview to date and welcome the transparency.
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Significant variation exists in processes adopted across NHS Trusts within an ICS and across individual
hospitals within Trusts, leading to complexity in cost and an inability to move resource easily to where
most needed across sites.

Where there were dedicated ICS procurement/supply chain leads in place, then those ICS's tended to
be more effectively managed. A progression of shared services within an ICS also increased maturity of
strategy and process.

An absence of well-articulated KPIs, performance data and documented processes was observed in all
areas, except elements of purchasing.

End to end, many processes are still manual with IT system implementation inconsistent. Where
implemented, systems are not well maintained or extended to cover all requirements.

There is a significant lack of evidence of planning, due to poor data and lack of resource, expertise and
systems.

The study focusses on purchasing processes, although some local and regional planned and unplanned
procurement exists to address failing in supply chain.

The diagram below demonstrates the aggregated inbound supply process flows of the ICSs studied. Detailed
VSMs for each ICS are contained within Appendix 5. Appendix 10 details the observed Systems in use in each

ICS

Consolidated Value Stream Map

SEEL HCE Supply Chain Bagusriic
VALY FTRLAR R SO AL COMSSAG PRGCUIS
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W
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2.4.1.3 Diagnostic phase outcomes

We conducted reviews across 11 ICS regions and 83 Trusts, using VoC and VSM from point of order to receipt of
goods, covering the broad areas of physical flow and digital flow. We looked at service and cost performance,
using data and ‘time and motion’ studies to understand impact of current processes and challenges.

On completion of the mapping and engagement, we were able to itemise 237 opportunities for improvement
across all the ICSs arising from the processes we had observed. These were distilled into 52 common
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opportunities which were then prioritised to the top 18 by the ICS leads during a workshop. These were mapped
against current initiatives already underway within NHS SC.

We identified 5 dominant themes - Inventory, Warehousing, Distribution & Transport, Purchasing and People.
To support these emerging themes, we have collected inventory, purchase order, logistics, financial and people
data, where available, with data sets from 9 of the 11 ICSs and/or Trusts within the ICS.

2.4.2 Unipart’s optimal design approach

Building on the feedback and findings from the diagnostic phase and the engagement with the ICS Supply Chain
leads, Unipart then undertook a design phase. The objective was to create an optimal supply chain vision for
ICSs which would deliver against the requirements of reduced cost, improve resilience and service and better
patient care and safety. Unipart also considered the role of the ICS in supporting, leading and delivering this
optimal supply chain.

To enable this, Unipart applied a standardised framework for improvement incorporating a supply chain
maturity model (SCMM), developed by Unipart drawing on sector-wide best practice and customised to

healthcare requirements.

This model describes an optimal supply chain both for individual trusts and for the role of the ICS. It provides a
road map to guide progression, supported by a self-assessment tool for both ICSs and individual Trusts.

2.4.2.1 The Supply Chain Maturity Model (SCMM)

Unipart reviewed all observed processes and improvement plans across participating Trusts within the context
of the SCMM.

The Supply Chain Maturity Model

Supply Chain Strategy

Operating Model Diagnostic & Design
. . Inventory Storage Distribution
SiEnseert

SYSTEMS AND PEOPLE AND ORG
L ORKDESICH BRCUESS TECHNOLOGY CAPABILITY
Supply Chain Master Data

Number, location, Resource quality,

Urbose. size and Processes: KPls, and Maintenance, Tools A e
tp clp '“ i Processes linked to and applications such Cl I d, finiti ‘
stiuctureotiocations delivering them as WMS, TMS, IMS fole cetinition

SIS The conscious attempt to integrate at a Trustand ICS level with organisations up and down the
Supply Chain including NHS Supply Chain
Within the Trust/ICS the conscious attempt to plan againstKPls, measure plan vs actual and

MANAGED
act upon gaps

Maturity Level

REACTIVE  Characterised by lack of conscious planning, reactive to day to day events



We have identified 6 specific thematic areas which span the end-to-end supply chain
*  Planning
e  Purchasing
* Inventory Management
e  Storage/Warehousing
* Distribution &Transport
e Returns

We define supply chain best practice as acting across 4 core elements within each thematic area, at both Trust
and ICS level
*  Network Design: number, location, purpose, size and structure of locations.
e  SCProcesses, KPl and processes linked to delivering them.
* IT and Systems: Master Data Maintenance, tools and applications such as Warehouse Management
Systems (WMS), Transport Management Systems (TMS) and Inventory Management Systems (IMS).
*  Organisation & Capability: resource quality, quantity, structure, role definition.

We argue there is a logical maturity to each combination of core element and thematic area and that this
maturity ranges from
* Reactive: characterised by lack of conscious planning, reactive to day-to-day events.
*  Managed: within the Trust/ICS, the conscious attempt to plan against KPls, measure plan vs actual
and act upon gaps.
*  Optimised: the conscious attempt to integrate at a Trust and ICS level with organisations up and down
the Supply Chain including NHS SC.

The Supply Chain Maturity Model provides a descriptive road map within each core element and thematic area
to move from reactive to optimised performance. Each thematic area is expanded to describe practices at the
different levels of maturity across the 4 core elements. An example is given below of the Inventory thematic
area. Full details of all areas can be found in appendix 3.

Planni - Inventory Storage Distribution B
m

SYSTEMS AND PEOPLE AND ORG
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2.4.2.2 Applying the SCMM Framework
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For use going forward, Unipart has created
2 self-assessment tools for use with the
SCMM - one for Trusts and one for ICSs —
which will allow every organisation to plot
their own unique current position and
develop a roadmap for improvement.
These tools are detailed in Appendix 3.

AWERAGE FIEDBACK S0

Example — Inventory baseline position in Network design, informed by VoC and VSM

The Diagnostic phase also observed examples of better practice than the average, which should form the basis
of a new bank of practices shared within the ICS networks. Our initial findings are captured in Appendix 6.

From this model, recommendations have been developed to initiate a transition from current position to more
mature practice, with proposals made about the role of the ICS within this ambition. The ICS role is more than,
and different to, the sum of the Trust actions within each area. The ICS can synergise the benefits the Trust can
individually provide. Indeed, full optimisation must ultimately include the wider ecosystem including NHS Supply
Chain, Suppliers and the Clinical community.

Finally, Unipart has plotted an average as-is position representing all 11 ICSs within the study against the supply
chain maturity model. It reveals that the current supply chain activity within the NHS is operating at
predominantly reactive levels — see the model below. A more detailed overview is contained in Appendix 7.

Maturity Assessment Attribute

Characteristic Metwork Design Process Systems & technology People and Org Capability
Planning Reactive Reactive Reactive Reactive
Inventory Management Reactive Reactive Reactive Reactive
Storage Warehousing _ Reactive Reactive Reactive
Distribution & Transport Reactive Reactive Reactive Reactive
Return Reactive Reactive Reactive Reactive

Key Reactive organisation . Managed organisation . Optimised organisation

A y view of ity Model for all 11 1CSs is in appendix 7




This provides a significant opportunity for improvement across all thematic areas to drive greater quality of
service and resilience at reduced cost.

These benefits can be accelerated and amplified if improvement can be driven in a more standardised way within
an ICS, with sharing of better and best practice across individual trusts, reducing unwarranted variation in
process where possible, and by developing collaborative operating models and resources.

23



3 THE ROLE OF AN ICS IN SUPPLY CHAIN MATURITY

3.1 The Emerging Opportunity of the ICS

Whilst local variation will exist, a consistent execution of leadership, best practice and collaboration within a
regional setting will accelerate both local and national efficiencies, resilience and quality of service.

Clusters and networks of trusts have worked collaboratively for many years in procurement and, more rarely, in
supply chain. These collaborations have typically revolved around Acute Trust programmes and there has been
more limited engagement with Community, Mental Health and Ambulance providers.

The emerging ICS strategies and organisational design brings an opportunity for these collaborations to focus
more intensively on supply chain risks and opportunities. An ICS construct can increase their impact and expand
their reach to all providers and associated health care and local authority organisations over time.

The ICS stakeholders will be less familiar with the opportunities presented by supply chain collaboration and
strategies, but the benefits are significant and this study proposes a clear case for investment by ICSs in supply
chain development.

Such collaboration may not suit a one size fits all model, as there are many variations in scale and demands
across different regions. Centralised models have not yet developed clear business cases to drive a holistic,
standardised approach, whilst many ICSs have not yet identified a clear supply chain lead.

Amidst the variation, however, it is clear that there will be significant benefits from a ‘regional’ oversight across
supply chain and there is a clear role for ICS supply chain leads and resource.

3.2 Defining a clear role in supply chain

To enable an integrated supply chain to
operate effectively, performance and
best practices should be executed at
national, regional and local level.

The ICS Role must fit logically within a Context of National and Local Roles

National / Central
Inventory

National Requirements

The ICS should be organised to affect the e

Mational

- National Capability Mational Optimisation e el

performance directly within its region. It & RACUEL S Execution

. . ; Excess Management,
should work alongside its peers to & Regional Requirements Best Trust Practice and
. . ] . Vs - Govegnance
influence broader regional strategy and : Reglonal Copatiley g sz Procuremen, P e

i i 4 . SRM, Best Trust Practi Execution, Best Trust

national level planning through g Goverpance il A F T EETT R
collaboration and shared strategy. B

Finally, it supports national execution

and longer-term vision to optimise

supply chain performance for the NHS.
Best
Practice

Elements

Our observations on roles:

Arrows dictate directional flow for decision making

NETWORK DESIGN
PROCESS
SYSTEMS AND TECHNOLOGY
PEOPLE AND ORG CAPABILITY

e Planning is a universal accountability: all levels need to be able to define requirements and measure their

capabilities to meet them.
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e Procurement is largely within the accountability of national NHS SC. Purchasing accountability is exercised

more locally.

e The immediacy of service requirements means that Trusts are ultimately accountable for availability,
storage and transport (especially final 100m), while regional and national bodies have supporting roles.

e Notwithstanding these general observations, at more detailed levels there are specific roles and
accountabilities to be defined (National/Regional/Local) dependent on a specific ICS study.

e There are universal gaps and roles that ICS’s can ensure are closed:
o There is a lack of clear business requirements for service and cost, with the implication that there is

very limited “Plan vs Actual” measurement.

o No one sets a clear benchmark for KPIs, or a set of standard processes across key supply chain areas.
o With a history of local improvement programs that have not been fully implemented or sustained
(Implementing IMS etc), is there a Governance deficit: who effectively holds the Trusts to account to

meet minimum standards?

o All progress will be dependent on the creation of a culture of performance and continuous

improvement.

3.3 0Our recommendation of the ICS role

ICS Role Model

Increasing levels of maturity

OPTIMUM ICS ROLE

Regional strategy creation and
integration between ICSs and with
Third Parties (transport, suppliers) and
national bodies

Conducting regional-level planning (e.g.
storage) and process management (e.g.
excess stock redistribution, local
disaster response, consignment stock
consolidation)

Defining of KPls, of Best Practice, Audit,
Benchmarking and Support of local
implementation

Ensuring and supporting the commaon
application of good/best practice in
standardised processes across the
region

Communicating local supply chain risks.
and opportunities to ICB and National
bodies

MINIMUM ICS ROLE

Role Level

ICSs can add significant value to the end-to-end
supply chain of the NHS and release the savings and
drive the quality improvements documented within
this report. Their role is threefold:

o To support Trusts to develop their maturity,
using the SCMM as a work plan model

o To develop solutions that can add value at
regional level, such as purchasing (regional
tendering, Supplier Relationship
Management), inventory (system
specifications and excess management),
warehousing (shared facilities for slow
movers or consignment stock aggregation)
and transport (inter-trust transport) where
applicable.

o To work with national bodies to connect
local, regional and national strategies,
removing duplication and accelerating
benefits. ICSs can provide a two-way
communication and governance role in
presenting requirements of Trusts to
national bodies, and providing support and
project management for the deployment of
national initiatives at the Trust level

To deliver these roles/functions, each ICS will need to put in place an organisational capability and capacity
which fits their regional structure and requirements. It will be critical to draw in the available collaboration and
resources of national bodies such as NHS Supply Chain where available to enable efficiencies and accelerated

results.
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4 KEY FINDINGS AND RECOMMENDATIONS

4.1 The emerging ICS workplan

This next section shows the current maturity levels observed during the Diagnostic phase in more detail,
followed by the next steps to build maturity and finally some early actions to address key concerns, as prioritised
by the ICS Supply Chain leads. The Diagnostic phase clearly identified that there was greatest opportunity in
Purchasing, Inventory Management, Storage/Warehousing and Distribution/Transport which are covered within

the following pages

‘OBSERVED PRACTICES

PROGRESSING TO MANAGED

KEY ISSUES

. Planning and Returns are summarised in Appendix 9.

Current Maturity based on observed practices: Each thematic area has been given an
average score on the maturity model based on observed practice across the 83 Trusts
in the Diagnostic phase.

Roadmap to improved practice: For each thematic area of the maturity model, there
is a description of what steps need to be taken to grown maturity, considering both the
role of the ICS and the role of individual trusts

Prioritised Areas for Improvement: 52 consolidated areas of challenge arising from
the VoC and VSM work were workshopped with ICS Supply Chain Leads and
prioritised into a shorter series of recommendations to drive improvement in ICS
supply chains. These distilled priorities aligned with 4 of the thematic areas of the
supply chain maturity. The full list of the 52 opportunities can be found in Appendix
8.

Each recommendation considers the role of the ICS in achieving progress and
evidences the benefits that can be realised in efficiency, cost reduction or quality
improvement where data has been available.

Each recommendation is mapped to projects that may already be in flight within NHS
Supply Chain or at National level to realise the benefit.
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4.2 Purchasing

Planning

Purchasing

Inventory
Management

4.2.1 Purchasing Observed Practices

Storage
Warehousing

Distribution
& Transport

Return

This thematic area covers both purchasing and the approach to procurement at a local level when necessary to
sustain supply. The critical challenges in purchasing were:

*  process variation
* access to information regarding contract change or supply shortage
* time expended chasing data / information by supply operatives and clinicians

Purchasing Maturity Model

OPTIMISED

Maturity Level

REACTIVE

Arrows represent
the average as-is
position of I1CSs
reviewed in this
study

MANAGED

NETWORK DESIGN

What is bought through which route,
is generally planned within the
procurement strategy of the Trust.
The definitions in terms of what
should be sourced through NHS
Supply Chain or other sources is well
established and constantly reviewed.
NHS Supply Chain support this
process through the CRM network.

Ata more local level the
determination of order and delivery
points (in conjunction with inventory)
is less well considered, and
frequently reviewed, often driven by
lack of information and shortages.

PROCESS

The control of the P2P cycle has
been improved, such that more
spend has been routed
electronically and with NHS SC.
However, KPls on spend behaviour
and linked processes could be
improved (order quantities
rebates etc, comparison with
usage, Total Cost of Acquisition).
Regular reviews with suppliers
(beyond NHS Supply Chain) and
Trust users were not seen.
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SYSTEMS AND TECHNOLOGY

Basic purchasing systems are
largely in place. Some
interoperability issues were
highlighted when seeking to
transfer data on spend between
systems but these issues are out of
scope of this study

PEOPLE AND ORG CAPABILITY

Procurement skill is widely
understood and supported by
qualifications and training.
However the link between
Purchasing, and other Supply
Chain disciplines is generally less
well developed.



4.2.2 Purchasing Progressing to Managed

Each core element has a series of next steps to improve performance.

Purchasing Maturity Model

Key - Improvements

NETWORK DESIGN PROCESS

- OPTIMISED

g

=8 MANAGED

2

=

=

REACTIVE

ICS Level Best Consolidated product catalogue Create a Planning and
Practices with |CS level best sources deployment method combining

est

Trust Level Best
Practices
recommendations

Lead strategic inventory [
warehouse mapping
requirements with R&D points
Understand demand & location
constraints in purchasing controls

All purchases inline with ICS
categorisation.

Clear definition of and regular
review of Requisition and Delivery
Points against Trust reguirements
{service, cost and compliance)
Regular review of optimal source
based on QCD

consolidated ICS requirements
deliverables at trust level
Customer defined Sarvice KPls,
and common approach to
measurement

Supplier Performance
Measurement and SRM &
governance

Compliance and Audit of process

Full implementation of defined
KPls covering Control, Spend,
Supplier Quality, and a supplier
performance

Proactive support of IC5 SRM
Spending controls in place and
reviewed

Process waste is activity identified
for improvement
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SYSTEMS AND TECHNOLOGY

Provide common platforms to
aggregate purchasing and
measurement at IC5 level
Standard data definitions and
Purchasing categories & ranging
strategy

inventory of planned/required vs
actual Purchasing IT system
Workflow management tools
provides scalability to effective
purchasing

Single dashboard of reporting

Use of Master Data Management
definitions and processes

Active programs and business
cases to reduce gap in IT at trust
level

Governance supporting min. level
of purchasing through system
Implementation of suggested
processes and spend controls
Active review with trust on spend
management

PEOPLE AND ORG CAPABILITY

Clear and focussed organisaticnal
design with clarity of Purchasing
roles (RACI) between ICS and
Trusts (lead buyers).

Template for Trust level
organisations

Succession & development
identifies future resource and skill
requirements with training plans
Training provision and best
practice facilitation

Organisation Structure
complementary to IC5's in place
Skills audit and development plan
in place for purchasing
management and sub-disciplines
Training arranged with IC5 based
on development plans
Requirements planning is done
jointly with ICS



4.2.3 Purchasing Prioritised Areas for Improvement

These Purchasing recommendations are granular but their impact on resource and cost is significant. Each one
represents a substantial amount of time taken to work around current standards at operational level. Addressing
these issues will drive a significant proportion of the operational savings captured within the study.

. . Defined as the savings or cost avoidance in time/
Financial benefits o n
resources from driving out waste in the process
Key f . N Defined as bringing more operational
Operational benefits g 1101 and operational improvements

Defined as improved service to

EB senice beneiits i
patients/end customers

What should the ICS Lead in

Improve infermation and access to more standardised MHS SC project in flight to expand preduct Work to develop standardised

product alternatives @ = alternatives. No current solution to improving alternatives at ICS level
access to information. Review scope of CTRP

Provide guidance on good catalogue and data f No ICS collectively to agree best practice ICSs to lead

management maintenance recommendations, supported by NHS 5C

Increase information contained within unsatisfied Lines @ ]@ No Review customer requirements in depth and ICS to co-ordinate Trust

report assign to relevant NHS 5C project specification

What should the ICS oversee

““

ICN and catalogue change communication needs to be MNHS 5C has 4 phase project in flight to address Suppert NHS 5C programme

roadmap includes improved search fadility to
address this issue

more targeted in content and audience this issue

MHS 5C to provide improved feedback on status of @ Yes MHS 5C project in flight on CMS and telephony Support NHS 5C programme
issues raised with Customer Services to remove time — Review scope to ensure customer needs are

spent chasing information covered

Improved search facility in catalogue/Logistics Onling @ Yes NH5 SC Digital Platform and Supplier Data Suppert NHS 5C programme

Enable product availability to be visible at point of Yes MHS 5C CTRP programme will develop stocked Support Trusts with good practice
ordering product visibility, supperted by Supplier data of ordering close to cut off
strategy for BD and e-Direct products

4.3 Inventory Management

Storage Distribution

Warehousing & Transport SR

Planning Purchasing

4.3.1 Inventory Management Observed Practices

This thematic area covers inventory management and strategy.
The critical challenges in inventory were:

e Only 50% of Trusts in the study had an inventory management system in place, leading to lack of stock
visibility and excessive cost.

e There is a substantial lack of adequate data and data maintenance leading to increased shortages and
either complete stock outs or stock excesses

* Incorrect stock holding is driving overflow of storage within hospitals and the demand for unnecessary
extra space

* The lack of connectivity of local stock holding to the national supply channel compromises NHS SC’s
ability to hold resilient inventory
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Inventory Management Maturity Model

NETWORK DESIGN

BN opTIMISED
g
-l MANAGED
=
B
H

REACTIVE

Mo Zero based planning of the optimal
holdings at local regional and national

Arrows represent
the average as-is

position of ICSs level
reviewed in this Trusts operate within legacy structures
study and often guote a lack of storage

capacity, with some Trusts and I1CSs
looking &t space requirements and
looking to expand,retain PPE storage
capadty.

However, there is no link to inventory
processes (excess stock
reduction,/removal) to plan against a
clear set of requirements and overflow
of storage is driven by incorrect and sub-
optimal stock holding.

4.3.2

PROCESS

Little evidence of structured and
commen KPls covering availability,
stock turns etc. Key processes like

item classification absent.

Inventory processes are generally

in reaction to shortages.

Inventory Management Progressing to Managed

SYSTEMS AND TECHNOLOGY

Inventory Management Systems
(M5} and Scanning systems still
not fully deployed across acute
trusts. No evidence of inventory
management and system
strategies in community settings,
leading to complete lack of
visibility.

Where IMS is deployed, value is
limited due to lack of expertise,
data maintenance and coverage
across Trust stock holding
locations.

PEOPLE AND ORG CAPABILITY

Inventory Management roles are
typically mixed with general
Materials Management, little
evidence of formal training

around the discipline of inventory

Management.

Each core element has a series of next steps to improve performance.

Inventory Management Maturity Model

Key - Improvements

OPTIMISED

MANAGED

Maturity Level

REACTIVE

ICS Level Best
Practices
recommendations

Trust Level Best
Practices
recommendations

NETWORK DESIGN

ICS aggregation of current &
future space use, and future
requirements in terms of
inventory holdings

Inventory stratification is
reviewed to create an optimised,
tiered storage strategy is in place
Resiliency planning for
substitution, alternate supply,
reuse & share inventory

Formal Planning Process in Place
to identify optimal inventory
requirements for service and cost,
compared against current physical
infrastructure

Linked planning process with ICS
for any shared requirements

PROCESS

Statement of universal Trust KPls
for service and Cost

Core processes are standardised
such as Item classification,
Inventory planning, Collaborative
Planning, Forecasting and
Replenishment.

Audit Schedule, governance for
local improvement plans & shared
best practice

Product lifecydle and

SYSTEMS AND TECHNOLOGY

Active IMS standardisation plan in
place, and method of aggregating
data for ICS review

Common statement of Master
Data Management definitions and
processes

Governance to help Trusts achieve
optimum level of inventory
Reporting to allow expedition of
purchasing, inventory dash

asset utilisation strategy in place

KPls for Service and Cost defined,
published and regularly reviewed
Clear Processes in place (full
inventery suite from demand
planning, S&0P, dassification)

Pl cycles with auditable outcomes
Optimised approach to ICS service
deployment is practiced
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ing & IC5 opportunity &
issues
Integration with 5C partners

At least annual Audit of System
accuracy by location

Governance for bridging gaps &
resolution

IM3 and 5can for safety deployed
across major location

Defined solution for locations
without IM3/Scan

PEOPLE AND ORG CAPABILITY

Organisational design reflects
inventory roles and
accountabilities within ICS & trust
Process for skills development
Organisation of Training in
Inventory management

Audit identifying demand &
inventory outliers

Skills audit and development plan
in place for inventory
management and sub-disciplines
Local trust accountability for
inventory accuracy

Inventory Organisation is
represented in appropriate
forums (eg finance}



4.3.3 Inventory Management Prioritised Areas for Improvement

These prioritised recommendations include significant change programmes but improved inventory
management represents the most significant cash releasing saving and operational efficiency available in supply
chain management within the NHS. In addition, end to end visibility of inventory could enable augmented
efficiencies at regional and national level which have not, to date, been calculated.

. . ., Defined as the savings or cost avoidance in time/
Financial benefits =g 3
resources from driving out waste in the process

Key f o ional benefi Defined as bringing more operational
perational benefits . yrrol and operational improvements

Defined as improved service to

Service benefits
== patientsfend customers

‘What should the ICS Lead in

Aggregation of ICS inventory data to enable mutual aid ICSs should focus on stock visibility platform to ICS to collaborate and lead
@ == aggregate data and support ICS-wide resilience.
Requires additional benefits review

Integrate Trust IMS and ICS aggregation of data with NHS SC aig No Long term dependency on Blue Yonder and CTRP ICS to lead regional representation in
systems to give end to end visibility == project. Ensure vision is on roadmap strategy development
Improved inventory management expertise to ensure right No Without IMS data, storage/stock ratios will be 1CS to work with NHS SC
stock and required capacity is properly understood difficult to assess at Trust level. NHS SC demand
smoothing programmes will provide interim

support but this challenge should be considered as
part of the IMS roll-out proposals

‘What should the ICS oversee

NHSSCI flight
Keyrecommendation Seneits Opportunity extstens “

Improved use of IMS to extract full value NHS SCand ICS to take lead on developing best ICS to work with NHS SC
@ it= practice guides for IMS deployment and usage

Implementation of IMS across all trusts Yes NHS SCis developing proposals and reviewing ICS to work with NHS SC
Extend use in existing sites community opportunity, with confidence that NHSE
Roll out to new acute trusts/sites @ = will provide funding. Specific benefits review project

has been mobilised to drive business case for
investment

Extend across community and ambulance trusts

4.3.4 Inventory: The big prize and key to unlocking value

Improved inventory management at local level is the single biggest recommendation to unlock reduced cost and
improved service and resilience at local, regional and national level.

It is Unipart’s view that the good work done in procurement (national deals, routing through NHS Supply Chain
etc) is consistently undermined by poor purchasing. If you do not control how much is purchased, the savings
from procurement cannot be realised in full.

Inventory is at the apex of the supply chain of the NHS. Not only does it represent a significant cost itself, but
most of the other supply chain activities (transport and warehousing) flow directly from the (mis) management
of inventory. Therefore, improvements need to start from the management of stock and poor practices have
developed within the NHS which prevent fundamental improvements. For example, obsolete stock is kept on
shelves near Point of Use which prevents appropriate levels of good stock being kept. This results in excess
activity (daily replenishment because of lack of space), stock outs, overflow storage, etc.

There is a wide range of actions that can be done to address this with and without an IMS. However, given the
£Ms of stock value being processed through each NHS Trust on a routine basis, to operate without an Inventory
Management System increases the risk of obsolescence, stock out and write off significantly. The management
of the volume of stock held within the English NHS must be grounded on visible data and efficient, non-manual
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processes to address supply chain risks. In addition, little will change until the pervading view of stock as “free”
is addressed.

4.3.4.1 IMS Usage

There is insufficient coverage of inventory management systems across the NHS. Only 6 out of the 11 ICSs had
some |IMS coverage at local trust level. In addition, where IMSs are in place, the following issues and practices
were observed consistently during this study:

e There is a wide variety of systems used across the NHS, from reconfiguring Sage through to a full IMS
system such as Ingenica (see appendix 10 for full list).
* Local deployment was not exploiting the maximum benefits in coverage or functionality. Issues
observed included:
*  Stock not aligned to the oracle portal leading to trusts ordering items that were not available
*  Settings that drive inventory not up to date or non-existent
* Reorder quantities set to over 30 years of usage
* Re-order points either set in fractions of a day (will stock out) or in multiples of years
(excessive)
*  No prioritisation based on consumption and risk (ABC classification)
*  Most Trusts do not recognise write offs in their annual accounts, which hides the issue of obsolescence.
e Asignificant % of the stock on the shelves is either Slow Moving or Obsolete (SLOB).
* Space planning does not necessarily take into account SLOB stock, which may overstate the amount of
storage space actually require.
*  Most staff who have a responsibility for ordering £millions in product value have never been trained.
* Significant issues on Stock integrity.

With the recommendation to drive uptake of IM systems across the NHS, the business case for investment
should be understood at a national level, rather than at local level and progress made quickly in extending the
reach and depth of IMS usage.

4.3.4.2 Inventory Management and systems recommendations

The ICS has as critical role to play in supporting local stock management. An ICS can enable harmonisation of
local approaches with the end-to-end efficiency and service improvement that can be achieved by linking NHS
Supply Chain to Ward.

Unipart’s recommendations are:

e The fastest track to optimised stock management and control is the implementation of an integrated
IMS across the NHS of which there are a number of variations already in existence across local trusts.

e Typically, IMS investment has been decided at individual trust level, leading to a wide range of
disconnected systems which cannot provide integrated visibility.

e In addition, local IMS investment propositions do not take account of the opportunities for integrated
stock management at regional and national level, releasing cost and improving service throughout the
end-to-end supply chain. Therefore, benefits cases are always undersold.

e In order to fully understand the realisable benefits for the entire NHS, a national strategy and
investment plan should be developed, born out of regional collaborative plans which are already
emerging.

e [tisimportant to remember that system investment alone is not enough. As already stated, trusts with
an IMS are not extracting full benefits due to a lack of best practices around inventory management,
clearly defined roles, training and data maintenance. Therefore, IMS investment must be accompanied
by a fully rounded process and cultural change programme.
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4.3.4.3 Therole of the ICS

e To co-ordinate IMS local and regional investment strategy with NHS Supply Chain and NHS England.

e To set specifications for IT systems and develop business cases which can underpin all NHS Trust
investments.

e To set the best practices for IMS deployment and utilisation and help Trusts to get to the minimum
suggested practice.

e Accepting that investment in IMS may take time, there is intermediate value that can be achieved
across trusts without an IMS, and an ICS can also set best practices and help trusts get to the minimum
suggested practice.

e Understanding that Trusts don’t have the time or incentive to look at excess, we think this is a strong
role for ICS. ICSs should be pulling excess out, rather than relying on Trusts to push it out, and ensuring
re-distribution where possible.

e To provide/access ICS level visibility of stocks within region to enable enhanced mutual aid and support
national resilience programmes.

e To train staff across the region in standardised inventory management programmes.

e To ensure that inventory is continually on the agenda to address supply chain failures and drive
continued focus on investment and improvement.

4.4 Storage Warehousing

Inventory Distribution

Return
Management & Transport

Planning Purchasing

4.4.1 Storage Warehousing Observed Practices

This thematic area covers inbound flow management, receipts and distribution and local and regional
warehousing and storage.

The critical challenges observed in warehousing were:

* Anumber of ICSs had, or were planning to invest in, additional warehousing space. However, there was
little evidence of ICS-level strategy or return on investment and no co-ordination with NHS SC and the
national network.

* Llack of evidence of KPIs and metrics at R&D points to manage inbound processes and onward
distribution

* Lack of evidence of consistent processes/SOPs within R&D points to capture service issues and manage
operations

* A heavy reliance on manual processes and a lack of appropriate systems to underpin warehouse/ R&D
point management
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Storage Warehousing Maturity Model

- OPTIMISED
g
N MANAGED
=
o
=
REACTIVE
Arrows represent

the average as-is
position of ICSs
reviewed in this
study

NETWORK DESIGN

Generally Trusts operate within
legacy structures and address issues
incrementally (this applies equally to
zening within stores as it does to the
store network). Use of MHS SC drives
best practice in service and cost, with
reparted performance KPls. Some
Trusts and IC5s are looking at space
reguirements and looking to

expand,/retain PPE storage capacity.

Significant evidence of inappropriate
halding of slow moving stock (see
Inventory), at Point of Use and front
line locations

PROCESS

Little evidence of structured KPIs
covering warehousing operations
and direct supplier performance.

Defined processes like capacity
planning, inbound planning, etc
not undertaken regularly.

4.4.2 Storage Warehousing Progressing to Managed

SYSTEMS AND TECHNOLOGY

Basic warehouse management
systems exist where Trusts/ICSs
have deployed local warehousing,
often derived from finance
systems or excel spreadsheets.

Little evidence of suitable systems
to achieve best in class, but mainly

used as a transaction as opposed
to planning platform.

Scan for Safety not deployed

PEOPLE AND ORG CAPABILITY

Warehousing roles are typically
mixed with general Materials
Management encompassing very
different skill sets.

Little evidence of formal training
around the disciplines of
warehousing.

universally

Each core element has a series of next steps to improve performance.

Storage Warehousing Maturity Model

Key - Improvements

OPTIMISED

Maturity Level
2
=]

REACTIVE

ICS Level Best
Practices
recommendations

Trust Level Best
Practices
recommendations

NETWORK DESIGN

ICS and Trust Metwork designed is
linked to overall planning
approach for supply chain
demand, capacity & service
Storage scale, location, layout,
configuration best practice is
defined at Trust and ICS level

* Storage location [ space

facilitation programme is in place
linked to systems requirements,
planning returns, product shelf
life and performance

= Capture of Trust level

requirements for service and cost
in relation to Warehousing

= At Annual review of optimal

internal layouts (Zoning) and
Trust/Hospital network design

= Coordinated planning conducted

with ICS to ensure regional,
national and local optimisation

.

PROCESS

Template for KPls and linked
processes covering warehousing
[from capacity planning, to
scheduling, receipting etc) at Trust
level

Auditing of local performance
deployment and governance
around improvement planning
Method for Redeployment of stock
process is understood and linked to
inventory planning

Standard work in place based on
KPls and process capadity

Regular reviews with internal
customers (Clinical and Financial)
Internal improvement plans in place
Coordinated improvement plans in
place for Trust, IC5 and Suppliers in
place

Auditing of the above
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SYSTEMS AND TECHNOLOGY

Requirement for local WMS
deployment is defined
(Spedifications etc) for both
forward and reverse ops.
Resister of local deployment vs
ideal is maintained

Suppeort provided to Trusts in
business case, selection and
implementation [Bets practice
sharing)
Common defin
linked ontologies

Regional dashboarding to enable
benchmarking in place

n of MDM, and

Minimum system implemeantation
is in place and/or defined plans to
achieve this

Regular auditing of Data integrity
Returns processes and payments
is systematic through WMS /
systems

PEOPLE AND ORG CAPABILITY

Basic suggested warehousing Crg
structure defined for trusts and
ICS

Job description templates,.
Operational ICS lead role is
identified to execute the
suggested plan

Training and best practice sharing
defined and delivered

ICS representation on
Warehousing in appropriate
regional and national forums

Organisation structure based on
suggested best practice in place
1Ds reflect suggested Templates
Development plans in place and
actioned

At least annual review of
headcount reguirements
developed and agreed



4.4.3 Storage Warehousing Prioritised Areas for Improvement

Storage and warehousing are closely linked to improved inventory management. Storage availability, as a means
to address resilience and excess stock, remains a critical local and ICS consideration. The wider question of
regional warehousing and off-site consolidation is addressed at the end of this section but these priority
recommendations from the Diagnostics phase seek to address immediate gaps in visibility and poor practices in
Trust R&D points.

. . , Defined as the savings or cost avoidance in time/
Financial benefits o .
resources from driving out waste in the process
Key /g R . Defined as bringing more operational
Operational benefits o1 and operational improvements

Defined as improved service to

ﬁ‘; Service benefits !
patients/end customers

What should the ICS Lead in

e e R

MHS 5C to improve quality in cage consolidation and labelling, This issue is routinely addressed within NHS 5C IC5 gather evidence collectively with

including accuracy of product and optimisation of capacity @ operations. Review for inclusion within Service region to inform MNHS 5C
Excellence Programme

Crestion of management suite of metrics and KPls against IC3 e Mo IC5 to collaborate and creste KPI dashboard at ICS IC5 lead

priorities. j == lewel to gain insight into regional resilience, risk
and opportunity

Create benchmarking and best practice evidence bank across Mo ICSs to collaborate to develop data bank and IC5 lead

Ic5 conzider Model Health System/GIRFT support

What should the ICS oversee

e T T S N S

Creation of NHS Trust SMART KPls and metrics to drive Ideally, one national standard of KPIs should be

|mprc|vement developed, led by NHS 5C
Internal processes e.g. inbound delivery for external

suppliers f @
*  KPl and supplier scoring to manage supplier performarnce

*  Feedback reporting to share service data with relevant
stakeholders

Support MHS 5C and Trusts and seek to
standardise wherever possible

Review Ambulzance Trust networks in greater depth to explore
opportunities for consolidating warehowse and distribution @

MNHS 5C to commission a specific study into ICS to support
Ambulance trust network and systems to identify

Fssets potential areas pf collaboration and efficiency

4.4.4 Current Observed Network Design

We observed a number of physical network and organisational configuration models, with associated process,
IT and organisational logic, arrived at through a purposeful analysis.

It is not possible to say which model is correct for ‘a typical ICS’ as a result of the many variables that have to be
considered and continuously reviewed. In addition, these models have not been developed in a cohesive
strategy with the national network and therefore are likely to be duplicative and suboptimal of a broader
national NHS end-to-end strategy.

4.4.4.1 Observed drivers

There are a range of drivers which our study observed for an ICS to invest in regional warehousing, including:

* Lessons learned from PPE experience and on-going resilience leading to a requirement for better future
protection

*  Storage of other Equipment and Services

* Risk Mitigation for poor supplier service

*  Provision of increased capacity to plan and manage ICS and Trust purchasing policies
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*  More effective control over supplier goods inwards, inventory put-away and pick and pack for onward
outbound services

* Increased effectiveness in developing and managing inter trust / ICS delivery schedules and transport

*  Excess stock management requiring off-site storage

e Off-site consolidation of wider supplier network, with sequenced delivery into hospitals

4.4.4.2 Perceived benefits

There are a range of perceived benefits stated by ICSs for having regional capacity. These include:

* Improved standardisation, process structure and resilience

* Increased capability to develop pull and flow with improved use of delivery media IE: picking trolleys;
pump trucks (less reliance upon having to only utilise cages)

* Ability to develop more specific rec point delivery Rotas

* Increased control over inventory management and demand planning

*  Provides increased stock and space layout to consolidate returns; reverse logistics batch recalls and
stock write off’s

* Improved ability to provide SKU kits for elective theatres

* Increased financial control over end-to-end process — activity-based costing and balancing consolidated
invoices

*  Ability to target and flex for a fully managed Mat Man service across the ICS

*  Ability to extend ICS purchasing / inventory / logistics service capability into other procurement areas

4.4.4.3 Unipart’s point of view

Unipart observed a range of network configurations and off-site storage within this study, summarised in the
table below. Unipart’s point of view is that all network configurations have functional limits if not routinely
reviewed over time. Demand, partner performance, costs and options for transport have changed, as have the
costs and options for warehousing. Analysis is
required at regular intervals inclusive of both
national and regional networks.

Hub & Spoke
Fully agreed shared services, combines warehousing, inventory management & logistics operation across the ICS

A specific R&D for off loading standard and sortation of mixed cages and forwarding to other trusts and
req points within the ICS. BSOL currently has two off site R&D points with a plan to move both into a

larger off site R&D. The ICS strategy is for one IMS and one Order Management system and a whole ICS
approach to scan for safety.

ICS-led regional networks are currently emerging
which augment national capacity outside of a
controlled national NHS strategy. These networks
operate in isolation of each other and the
economies of scale and standardisation of process
which could be achieved with a collaborative
approach are lost.

Strategy to manage cage sortation and forward location delivery rotas with one ICS IMS and ONE IC5 OMS.
Provide a fully managed MM service to all ICS acute order / req points, including Elective theatres, ICU, all
acute surgical and medical wards and A&E. Plan to develop this service across the ICS community and
Mental Health Trusts to benefit from increased released time for patient care and improved Scan for Safety.

Other warehouses

Ambition to develop off-site consolidation of in-bound deliveries to reduce on-site traffic volume.
Increased capability to develop and maintain service levels for priority SKUs; improved product
harmonisation;

Off-site storage for medical equipment, IT equipment and estate projects, to free up on-site space.

Four off-site warehouses
= Two growing organically 1) supporting BHRUT and local area GPs with 27 fleet of drivers and

An optimal Supply Chain network cannot simply be
the sum of the individual local optimisations. For
true optimisation, an end-to-end approach is
necessary.

An appropriate network design demands strategic
agreement and effective governance. It requires a
transparent process based on customer

vehide 2) working remotely, adopting various system to supply various reguisition points two
drivers and two vehidles;

One complex and spread out operation with minimum infrastructure and system to support only
four drivers and vehicles;

One Londen Royal — Whipps Cross for PPE with two drivers and two vehicles +three team
members.

Mowved some high volumes products to an offsite ‘pilot” warehouse to support the planned expansion
of RBH & PHT. Intention to move more..

Looking to move to an off-site fadility as the space is needed for a clinical department.
Currently all on site.

requirements, and constant review and future proofing based on forecasted growth and development options.
Importantly an optimised national network must consider advances in transport and more flexible warehousing
as customer demand grows and shift and patient pathways mature away from hospitalisation to community-

based care.



Unipart recommends that the start point for the definition of an optimal structure(s) is a consideration of the
variables of customer demand. This should be to understand the service requirements (speed, availability etc)

at a local hospital and community level. These requirements need to be stated over the lifecycle of the
investments.

Matching these requirements against warehousing costs and capabilities, inventory costs, and transport cost
and capabilities is a modelling exercise which typically produces some national and regional solutions that may
or may not be similar: one size seldom fits all.

Throughout our analysis we have highlighted that it is entirely possible that regional consolidation may be an
appropriate part of an end-to-end design and it is possible to envisage useful roles, including:

* To lower costs of storage of excess and to free up space closer to the point of use
* To provide excess redistribution options at a Regional level

* To hold low usage stock that requires within day delivery

*  Cross docking centres/Merge in Transit centres

4.5 Distribution & Transport

Inventory
Management

Storage

Planni
anning Warehousing

Purchasing Return

4.5.1 Distribution & Transport Observed Practices

This thematic area covers internal trust distribution networks, including the last 100m, transport resources,
distribution networks and management. Although not within direct scope of this study, some practices were
observed and it is identified as a critical area of opportunity at ICS level.

The critical challenges in transport were:

* Little recent review of trust internal logistics networks
*  Numerous independent transport networks observed duplicating location deliveries and cost
*  Minimal connectivity with NHS SC national distribution network and strategy.

Distribution & Transport Maturity Model

MNETWORK DESIGN PROCESS SYSTEMS AND TECHNOLOGY PEOPLE AND ORG CAPABILITY

OPTIMISED

MAMNAGED

Maturity Level

REACTIVE

Arrows represent
the average as-is
position of ICSs
reviewed in this
study

Generally operate from the basis of

their current inherited network, at all

levels of transport from Store to
Theatre, as well as from hospital to
hospital.

Different elements of the network
often owned by different
stakeholders (portering, FM/Estates,
etc) with disconnected systems and
datd sources.

Little evidence of structured KPIs
covering delivery service (on time}
and cost {cost per mile, delivery
etc). Defined processes like
capacity planning, transport
scheduling, TPM etc, were absent,
different approaches to final 100m
were observed
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Transportation management
within site is not really enabled,
and there are many examples of a
lack of track and trace between
locations (“in Transit”). In terms of
secondary transport,
TM5/telematics etc may be
unjustified given the size of fleetin
some locations, but this could be a
role for the ICS.

Transport roles are typically
mixed with general Materials
Management encompassing very
different skill sets, little evidence
of formal training around the
discipline of transport, and
outsourced transport contract
management.



4.5.2 Distribution & Transport Progressing to Managed

Each core element has a series of next steps to improve performance.

Distribution & Transport Maturity Model

Key - Improvements

OPTIMISED

MANAGED

REACTIVE

ICS Level Best
Practices
recommendations

Trust Level Best
Practices
recommendations

MNETWORK DESIGN

Local and regional templates for
determining optimal size,
composition and ownership (in
house fexternal) defined

Models for determining best
Network structure within hospital
defined

At least annual exercise to define
optimum network executed in
conjunction with Trusts and
National

Models that co-optimise for
inventory and warehouse inputs
in place

Capture of the Trust service and cost
reguirements with regard to
Transport

At least annual review of within
Trust/Hospital physical
transportation conducted against
reguirements

At least annual review in
conjunction with IC5 of vehicle
networks within and between Trusts

PROCESS

Specific Trust level KPls are defined

for transport & Standard Work

defined for planning (scheduling,

external fleet management etc) &

execution of transport process

= Audit program for procf of local
deployment

= ICS level planning and execution
processes for transport at regional
level

*  Process for analysing at an ICS level

Caost per mile, vehicle, cube

utilisation etc, for benchmarking

and best practice

= Local KPlsin place and reviewed
with internal customers &
Standard work established
= Fleet vehicles proactive
maintenance programme meets
compliance requirements
Processes in place to link into any
ICS level transportation planning
and execution

.

SYSTEMS AND TECHNOLOGY

Requirements for TMS3 and other
areas such as maintenance and
telematics considered at ICS and
trust level

System requirements for
Transport movements are linked
& tracked in line with WMS to
process a seamless control
Common definitions and ontology
in place

Regional Dashboarding of service
and cost to enable identification
of improvement areas

Minimum suggested systems
(TMS, telematics, track and trace
etc) in placefand or business
case/program for implementation
Governance to ensure gap closure
Regular audit of data integrity

4.5.3 Distribution & Transport Prioritised Areas for Improvement

PEOPLE AND ORG CAPABILITY

Regional IC3 and local
Organisation structure for
transport defined, and templates
for internal trust transportation
organisation and roles proposed
Regional Transport governance
and structure has been
implemented including regional
roles

Training and Best practice
fadilitation across the region
organised and delivered

+ Local and linked crganisation in
place at Trust level

+ IDsin place

+  Skill requirements development
plansin place

*  Atleast annual headcount
requirement in place

This thematic area was not core to the scope of the Study but these priority recommendations present real
opportunity for ICS strategic overview and potential cost reduction.

What should the ICS Lead

Financial benefits

Operational benefits

7
B N ©

Service benefits

Defined as the savings or cost avoidance in time/
resources from driving out waste in the process

Defined as bringing more operational
control and operational improvements

Defined as improved service to
patients/end customers

Review of Trust transport networks 2t 1C5 level to remaove:
duplication of vans and product deliveries/sample collections.
Explore opportunity to further integrate transport networks

with local authorities

what should the ICS Oversee

®

MHS 3C to commission dedicated study with pilot

ICS to explare benefits

IC5 to lead

Review of Trust internal distribution network

@;:7
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‘Conduct pilot within one trust and share results

ICS to oversee



4.6 People and organisational capability

Planning Purchasing Inventory Storage Distribution

Management Warehousing & Transport

People and organisational capability are key foundations for supply chain improvement. It is a thread that runs
through all thematic areas.

A performance culture that supports people and capability and focuses on the development of people and
process at all levels within the Trusts and ICS is essential. Only through a performance culture can an ICS design,
implement and sustain improvements and then continually strengthen their supply chain maturity.

4.6.1 Critical Success Factors

Elements critical to a successful performance culture include:

e Understand the specific customer needs (downstream processes and externally) and develop Key
Performance Indicators which can measure the

Core performance tools

performance at a Trust and ICS level.
. To develop a performance culture,
e Create standardised and documented processes —  standardised, measured processes must
. . . be created, supported with people
Engaging process owners, design and implement safe,  developmentintechnicaland
3 behavioural skills at all levels
repeatable, reliable and capable processes to remove
wasteful activities and process variation, ensuring
areas of best practice from across the regions are built
into the design.

e Develop specific roles and responsibilities within each
process to ensure all inputs are understood from
upstream process, outputs are clearly defined and
there is a support structure for escalations and
problem resolution.

e Create a robust training, engagement and
development programme which focuses on technical §

STANDARD WORK
&LAYOUT

B g
CREATIVE 'WORKPLACE VISIBILITY

PROBLEM AUDITS
SOLVING

EE

COMMUNICATION
CELLS

Highly variable and out Variation removed Work Macs Audits

of control process through Standard work support the sustainment
i e i Ve of new standards,

supported with Visual
Management

Croative Problom Solving
sessions improve the
Performance is current standard and
understoodand | create further step changes
controlled through in performance
Team Comm Cells

process skills, Cl capability and behavioural
development.

e Recognise process area experts who can be supported
by improvement specialists, who understand both e e
regional and local needs, to create engagement and
ownership of future ways of working.

e Implement core performance improvement and sustainment tools that can be measured, allowing teams
to understand and improve performance and solve problems at their own level.

e Create an approach of best practice sharing, so that local improvements are adopted at a regional and
national level where applicable.
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4.6.2 People and organisational capability prioritised areas for improvement

Planning

Purchasing

Inventory
Management

Storage
Warehousing

Distribution
& Transport

These improvements were proposed as a priority by the ICS Supply Chain leads and there is already some
development of best practice with their organisations.

Defined as the savings or cost avoidance in time/
resources from driving out waste in the process

@ Financial benefits

‘What should the ICS lead

Operational benefits

g Service benefits

Defined as bringing more operational
control and operational improvements

Defined as improved service to
patients/end customers

Key recommendation

Benefits
‘Opportunity

NHS 5C { ICS In flight Project

Next steps

C ini and in supply chain, {ine. NEL ICS has made significant progressin Create training programmes and qualifications in supply chain, 15 to lead
ware hoite igeat., nstesials] nwntary mgmt., eie), sindiar t6 CIPS, b establishing centralised training (ine. warehause mgmt., materials/ inventary mgme, ste), similar
drive recruitment, career development and retention programmes. This learning should be ta CIPS, to drive recruitment, career development and retention

shared aeross wider IS¢ and used as 3

@ foundatian far an accelerated national

platform if appropriste
Develap & suparted cultural change programme ta drive This might be enabled through the Dewelop a supparted cultural change programme ta drive 15 to lead
improvement and challenge status que, maving staff from heroic implementation of the abave training improvement and challenge status qua, maving stalf from heroic
resolution to proactive value-add as performance improves and regimes and should be further explored resolution to proactive value-add as peformance improves and
releases capacity releases capacity
Introduce and implement standard way of warking & SOPs across NEL has made significant progress in this  Introduce and implement standard way of warking & SOPs 1CS to lead
supgly chain @ area and their gaod practice should be across supply chain

shared
Longer term appertunity to benchmark productivity and develop This should be further explored Longer term apportunity to benchmark productivity and develop 105 to lead

standardised resource models across an ICS

standardised resource madels across an ICS

‘What should the IC5 oversee

S SC/ICStn ight Project “m
pportunity

Create training programmes in Lean and Cantinuaus National level, ICS to
Improvement for supply chain teams to drive process suppart
improvement and autcomes

Create training programmes in Lean and Continuous Improvement for
supply chain teams to drive process improvement and autcames

Establish National ICS Supply Chain Forum that enables Leads to come NHS 5C is well positioned to build on
tagether and explare findings of review in greater depth and develop e Advisary Panels with IC5 level networks
best practics and mutual suppert 1=

Establish National ICS Supply Chain Forum that enables Leads to
come tagether and explore findings of review in greater depth
and develop best practice and mutual support

ICS to suppart
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5 GLIDEPATH

This section provides an overview of the packages of work that will drive overall maturity. Prioritised areas for
improvement may be accelerated and should be planned additionally, based on a more detailed study at ICS
level. When following the glidepath, the suggested flow would be left to right.

There is work that can be addressed now as part of the ‘Do Now’ package of work, for example

e governance and organisation, looking at high level accountabilities (who holds who accountable for what)
and how to align resources to deliver this.

e inventory ROPs and SLOB e.g. get rid of products past their shelf life, free up space

e standard practice and process definition e.g. determine what a good receiving process looks like.

‘Get this Right’ are major packages of work e.g. planning, KPIs, processes, that lay the foundation and
consequently influence significant spend/disruption in the supply chain.

Planning is about understanding the requirements (service, volumes, cost etc) and this exercise needs to be
done at all levels from national to local. What are the different demand channels, what service is required, what
volumes are needed now and in the future?

KPIs can be formulated from the plan and these need to be linked to a process and people/job descriptions.

‘Logical Builds’ are the more difficult packages of work e.g. physical network and IT systems, that follow as a
consequence of the requirements.

Glide path f Implementation Plan Key

‘ Action immediately, Governance to ensure foous is an absolute must (.. in RTM and Disposal), and there are
many standard procasses which can be implemented now as the full requirements and KPIs are being defined
{you don't need a KPI to tell you that a Reorder Point set at 100 days is wrong)

et this right, as decisions conseguent to this involve significant spend and disruption (Physical Network
inwastments, IT investments)

A Logical Builds on decent Process deployment coupled with a clear definition of requirements,/KPis

Glide path / Implementation Plan

Ideal Order of events

Logistics Standard

Practice/Procass
Regional

Physical Netwark ‘ e ‘

Regional

Systam Logistics
i Execution if
‘ appropriste

" Deployment
INVENTORY § Inventory Plznning Practice -
MANAGEMENT 8 (item Clazsificztion / Muti Echelon
< Iionthly Review) Excesz Redistribution ‘ Planning if appropriate
2
5
2
& Regional
@ Purchasing
PURCHASING Pl ‘

* Logistics includes Storage Warehousing, Distribution & Transport and Returns
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6 SUMMARY

Supply chain at local level in the NHS has, for many years, been a back-office function, under-invested in and
seldom represented at the top table. It has not been seen as a career path for leadership development and has
been overshadowed by a critical focus on procurement.

As a result of this underinvestment in network, processes, IT and people, ICSs and the trusts within them are not
meeting standards of performance which would be expected of multi-million £ organisations. This is seen in
both the fragility of service being delivered and significant financial waste.

The Pandemic and other pressures have highlighted a need for the ICS and local supply chains to modernise and
professionalise and to do so rapidly. Failure to address the current weaknesses and exploit the opportunities
available will allow the increasing supply chain risk to accelerate across the NHS. Without action, the NHS will:
e Be unable to access the substantial savings detailed within this report, and will continue to face into:
o Rising operating costs due to inflationary pressures in warehousing, workforce, transport and product
pricing.
o Ongoing costs from waste, excess stock, suboptimal ordering and process duplication.

e Continue to divert clinical time away from patients onto mundane supply chain tasks, putting patient care
at risk and reducing job satisfaction in clinical roles.

e Continue to risk patient care due to lack of adequate control around supply chain processes and product
storage.

e May have no option but to seek protection from continuing supply chain shocks and potential pandemic
surges by over-layering significant cost in national resilience and emergency preparedness stock holding
programmes, due to lack of resilience and visibility at local/regional level.

e lack an integrated end-to-end strategy on stock holding, location and management, drawing in local,
regional and national assets and processes, and instead support a proliferation of small, disparate local
warehouses, replicating cost and lacking control.

e Lack the agility or expertise to support the emerging pathway re-designs and move towards community
settings demanded by the NHS Plan, due to a lack of end-to-end understanding or visibility of the NHS supply
chain.

e Lose valuable experience and resources as people lose morale, and the roles fail to attract new talent.

The study has outlined an opportunity to align the NHS end-to-end supply chain and release significant savings
and efficiencies whilst improving service and quality for patient care. To achieve this, we have presented the key
areas of activity, gaps, and a suggested programme for bridging them, the highlights being:

e The supply chain of the NHS is currently operating at Reactive levels.

e There is significant opportunity for sustainable operational and working capital savings, unlocked through a
clear glide path of action and supply chain investment against a supply chain maturity model, developed as
part of this study.

e There is a missing Supply Chain element between the local and national levels, which at the least must act
to ensure local standards are brought up to a minimum acceptable level, and at most may undertake
activities to optimise regional opportunities for collaboration and savings

e Service resilience can be critically strengthened through process improvements at Trust level. This
improvement can be accelerated by ICS support and oversight. The role of the ICS within the NHS supply
chain needs to be clearly defined if the pace of change is to improve, and the role of supply chain needs to
be recognised within the ICS structure if supply chain risk is to reduce.

e There must be organisational design linking each ICS to Trusts and ICSs to each other and to National
Services with clearly defined roles and responsibilities. If the end-to-end supply chain in the NHS is to ever
be fully optimised, each level within it must be able to function at a minimum level of performance. It is
thus imperative for these improvements to be realised locally and regionally.
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By implementing the SCMM and the recommendations within this report, the NHS can build a fit-for-purpose
supply chain and protect patient care at a lower cost. A modern, efficient supply chain will be a critical support
for an evolving healthcare service, ready to serve the population of England through the challenges of the future.
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/. RECOMMENDED NEXT STEPS

These next steps are recommended to promote the study, generate action and drive maturity in the supply chain
of the NHS to achieve the goals of increased resilience, quality of service at reduced cost.

Publish and promote this ICS Supply Chain Study report, supported by a market campaign and engagement
across the ICS network

Engage all ICS supply chain leads and form a Council or Forum to review recommendations in detail and
plan implementation and role definition between local, regional and national bodies to create urgent
governance.

Develop a national strategy and investment plan for Inventory Management Systems, born out of regional
collaborative plans which are already emerging

Undertake an ICS pilot improvement programme to develop the regional governance model and to test the
full potential of progressive supply chain maturity, regional inventory oversight and regional collaboration.
Initiate a programme of support for regional self-assessment and improvement planning

Undertake a study of Ambulance Trust supply chain networks and processes with a view to addressing
duplication and sharing good practice

Initiate the creation of a best practice ICS library to capture and share good observed practice immediately
Initiate progress against the glide path proposed within this study and initiate a programme to address the
priority areas of focus.
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