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Evolution of Pharmaceutical
Procurement: Embracing Modern
Tendering Practices

Since the 1980s, tendering has been used
in healthcare procurement. By the end

of the 20th century, organizations like
the WHO and World Bank had endorsed
tendering as the preferred procurement
process for pharmaceutical products.

In 2014, the European Union adopted three
public procurement directives to modernize
public procurement rules and enable
governments to manage the operational
requirements of efficient procurement.

More recently, in 2022, the European
Commission (EC) published a study on the
Best Practices in the Public Procurement
of Medicines (PPM). This study mapped and
analysed current PPM practices across 32
European countries and included a set of

best practices for optimising PPM in Europe'.

The EC analysis confirmed that the
importance and characteristics of
tendering differ significantly between
geographies. Tendering processes can
range from very strict, where no contact is
allowed between customers and suppliers
from the tender publication to the final
award, to very flexible, with negotiation
opportunities at multiple points.

Between these extremes, there are numerous
variations. For instance, some processes
allow limited communication for clarifications
but no negotiations on terms or prices until
the final award. Others might start strictly
but permit negotiations once a shortlist of
suppliers is made. In some cases, the process
includes multiple rounds of negotiations at
predefined stages, allowing for adjustments
based on feedback.

Additionally, flexibility might be granted
based on the type of product or service being
tendered, such as high-value or complex
items having more negotiation points. In
some countries, authorities require tendering
for all hospital products, while in others,

it is only necessary for specific items.
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In the EU, healthcare expenditure
accounted for approximately
11% of total annual GDP in 20212.
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For public authorities and purchasers

in the healthcare sector, the increasing
availability of generic and biosimilar
alternatives has made tendering an effective
way to lower prices and increase patient
access to treatments, while keeping
healthcare expenditure under control.

For companies, tendering can break
monopolies by fostering open competition
and equal opportunities, while also
increasing transparency through public
announcements and clear selection criteria.

However, traditional tendering practices
with “winner takes all” and “price-only”

scenarios often result in negative outcomess:

- In France, for example, a “winner
takes all” approach led to product
withdrawals from the market. Over time,
some medicine classes had only one
alternative available, causing shortages
when supply quotas couldn’t be met.

+ When “price-only” criteria are used,
pharmaceutical companies tend to resort
to aggressive price-cutting behaviours
driven by market share and sales priorities,
further perpetuating price erosion in
the pharmaceutical tendering market.

The significant profit loss associated

with the resulting price erosion can

make commercialization unattractive,
reducing supplier numbers and potentially
increasing prices and shortages in the
long term, effectively re-establishing

a monopolization of the market.

In recent years, efforts to transform
tendering into a more sustainable practice
have led to various actions. These include
reducing administrative burdens through
pre-qualifications and electronic bidding
systems, splitting contracts to minimize
shortages, and awarding contracts based
on criteria beyond price, such as supply and
logistics, and environmental sustainability.

The European Commission conducted an
online survey involving various stakeholders,
such as national authorities for medicine
pricing and reimbursement, public procurers,
payers, pharmacists, patient representatives,

and representatives from the pharmaceutical

industry and wholesalers. The survey
explored how specific PPM practices and
procedures affect different policy goals.

Among the 58 participants, MEAT (Most
Economically Advantageous Tender
practices were ranked as the most important
for achieving affordability, competition,
and supply security. Stakeholders also
highlighted that, similar to ensuring

supply security, procurers might need

to balance different policy objectives.
Specifically, incorporating environmental
criteria in procurement could lead to higher
prices and/or reduced competition.'

Affordability

Average importance

of PPM award criteria

by policy objective

Adapted from the European Competition
Commission Study on Best

Practices in the Public

Procurement of Medicines:

Final Report

Availability

Security of supply

MEAT

Price-Only

Local production criteria

Added therapeutic value

Quality and safety criteria

Environmental cirteria

Ideally, depending on local policies and ambitions, different award criteria and
tender practices should be given priority, reflecting a more balanced and holistic

approach to procurement.
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European Tendering Trends
Cube RM'’s analysis of 16,845 awarded The data visualized within the Cube RM IN FOCUS
batches of top biosimilars across all platform shows that price continues to be
European countries since 2021, conducted the most important criteria when awarding
using proprietary and tender-specific, tenders. However, some evolution towards Germany for many years, was a typical ‘price-only’ country, driven by big national
Al-based search algorithms that crawl tender sustainability can be observed. insurance tenders. However, due to recent supply challenges and shortages, we
multiple online tender sources worldwide, For instance, when examining the use of can observe an inclusion of supply-criteria in tenders in 20244,
provides further evidence of these trends. price-only versus MEAT criteria by country
cluster, some interesting patterns emerge.
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and Slovakia.
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Criteria of Awarded Lots
When analysing the main criteria in MEAT tenders, a combination
of factors beyond price are used to evaluate tenders.

FIGURE 8

Annual cumulative % of
occurrence and average
weighing of criteria used
in awarded batches of top
biosimilars’ tenders since
2021
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FIGURE 9

Year on year trend of %
average weighting of
different criteria used in
awarded batches of top
biosimilars’ tenders since
2021

When analysing the data for the average
weighting of the criteria used in awarded
lots (Fig. 9), terms and conditions

have now become the most recurrent
criteria used, right after price.

Due to the supply and logistics issues
caused by the Covid-19 pandemic plus
some major stock-outs, also for Biosimilars,
the importance of logistics, delivery,

and supply in healthcare tendering has

significantly increased®. Avoiding shortages

of essential medicines and maintaining
availability of supply to ensure treatment
of critical populations continues to be
paramount to patients’ health and to
keep hospitals working smoothly.

Some other criteria, however, have seen
a decline inimportance. Packaging,
quality, product technical features, and
safety have all had a slight decrease

in relevance as awarding criteria.

Not surprisingly, social and environmental
sustainability has shown a relative
growth in importance since 2021.
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Environmental Sustainability

in the healthcare sector

The importance of environmental
sustainability in the pharmaceutical
industry cannot be overstated. As
the industry continues to grow,

its environmental footprint also
expands, contributing to pollution
and resource depletion.

From the raw material extraction, to
manufacturing processes, global distribution,
and eventual disposal®, the pharmaceutical
industry is responsible for generating
approximately 52 megatons of CO27 annually
- an amount exceeding the emissions of the
automotive sector in nations like the UK.

As concerns about climate change,
ecosystem protection, and human health
continue to rise, numerous frameworks
have highlighted the numerous frameworks
have highlighted the need to address the
environmental impact of the healthcare
sector, including the Paris Agreements,

the UN’s Sustainable Development Goals
(SDG)®, and the Greenhouse Gas Protocol™.

B The Corporate Sustainability

Due Diligence Directive (CSDDD)
applies to large EU limited liability
companies and partnerships,
encompassing approximately
6,000 companies with more

than 1,000 employees and a net
turnover exceeding EUR 450
million worldwide. For large non-
EU companies, around 900 entities
with a net turnover of more than
EUR 450 million within the EU are
included. The Directive includes
provisions to facilitate compliance
and limit the burden on companies,
both in scope and within the

value chain. Micro companies and
SMEs are not directly covered

by the proposed rules, but the
Directive provides supporting and
protective measures for SMEs that
might be indirectly affected as
business partners in value chains.
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In the EU, the European Commission has
been actively developing plans and roadmaps
to establish environmental sustainability
criteria in healthcare tenders. Some key
initiatives and frameworks include:

+ The European Green Deal, introduced
in 2019, aims to transform the EU into a
sustainable, climate-neutral economy
by 2050. The Green Deal emphasizes
the importance of creating sustainable
healthcare systems that not only
protect human health but also the
environment. This include promoting
the use of safer chemicals, reducing
pharmaceutical pollution, and ensuring
sustainable procurement practices.! 2

- The Corporate Sustainability Due Diligence
Directive (CSDDD) mandates that companies
identify, mitigate, and transparently report
on environmental impacts throughout
their operations and value chains. To
comply with the CSDDD8, companies will
need to invest in sustainability initiatives
such as adopting green technologies,
improving energy efficiency, and ensuring
sustainable procurement practices.

This directive encourages collaboration
between companies, governments,

and other stakeholders to develop
innovative and responsible solutions to
address their environmental impact.'®

+ The Circular Economy Action plan, which
aims to promote sustainable resource use
and reduce waste, encourages pharma
companies to adopt eco-design principles
such as creating products that are easier to
recycle, designing products for longer use,
and using secondary raw materials. '41°

Across Europe, several countries have
also started developing their own
sustainability initiatives, focusing on the
impact of procurement/tendering and
health technology assessments, and
how to contribute to the United Nation’s
Sustainable Development Goals.

FIGURE 10

European countries with
sustainability initiatives
Adapted from HPR195
Assessing the Adoption

of Sustainability Criteria
Within National Healthcare
Procurement Policies in
Europe
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Driving Sustainable Procurement:
The Growing Role of Environmental
Criteria in Healthcare Tenderin

Although many European countries,

such as Finland and Poland, still lack
environmental sustainability criteria in
their tendering processes, and others like
Estonia, Lithuania, Portugal, Slovakia, and
Slovenia continue to rely solely on price as
the main criteria for awarding tenders,
numerous governments are beginning to
prioritize environmental requirements in
their healthcare tendering processes.'

The analysis performed by Cube RM
also reveals this trend.

FIGURE 11

Year on year trend

of % occurrence and
average weighing of
Social-Environmental
sustainability in criteria
used in awarded batches
of top biosimilars’ tenders
since 2021
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FIGURE 12 France Hungary Luxemburg
E l f Automatic assessment environmental criteria
xa.mp €S10 Minimization of waste or emissions
environmental tender
criteriaused in Company approach in favour of sustainable 235
awarded lots (Of all development in all its components
pharmaceutlcals) Supplier services and environmental performance 28
based on the quality of the supplier’s services and whether
or not it is committed to an environmental approach
Environmental Considerations 10
Environmental policy 17
Environmental protection performance 20
Implemented environmental management system 33
according to HRN EN ISO 14001:2015
Implemented environmental management system 9
according to the ISO 14001 standard
RSE (Responsabiité sociétale des entreprises) 2,059
Social criteria
Supplier services and environmental performance 8
Sustainable development assessed with 14
regard to the measures taken
Sustainable development assessed with regard 2
to the measures taken to meet this objective
within the framework of this contract
Technical value: ease of reading, expiry date, 31
sustainable development
FIGURE 13 ID Country Year Lot Criterion Category Weight Product
2024/S 002-003420 FR 2024 73 prestations du fournisseur en matiére Social-Environmental-Sustainability 20 teriparatide
Examples Of d’approvisionnement, d'information et
. de suivi des produits et d’'engagement
enVlronmental tender en termes de développement durable
criteria used in awarded
l°ts (Of biOSimilars) and 2023/S 099-307861 ES 2023 1 gestion de residuos Social-Environmental-Sustainability 2 etanercept
weight attributed
2023/S134-424180 FR 2023 110 rse Social-Environmental-Sustainability 15 omalizumab
2021/S 036-089955 HR 2021 3 implementirani sustav upravljanja okolisem Social-Environmental-Sustainability 10 pegfilgrastim

prema normi hrn en iso 14001:2015
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One clear example of the influence of

environmental sustainability in tendering
is the Net Zero Supplier Roadmap from
NHS England, that started in 2022 with the
requirement that all NHS procurements
needed to include a minimum 10% net

zero and social value weighting.

The plan, extending beyond 2030,
establishes that suppliers will only be
able to qualify for NHS contracts if

they can demonstrate their progress
through published progress reports and
continued carbon emissions reporting. 7

Such other examples are
replicated throughout Europe:

+ In Germany, the government has
implemented guidelines emphasizing the
use of eco-friendly products and services '®

- In Belgium, environmental criteria such
as waste reduction and water recycling
have been applied when awarding bids'

- In Denmark, Croatia, Norway, and
Spain, centralised PPM at national level
includes environmental criteria °

- In the Netherlands, the Dutch government’s
criteria for sustainable healthcare
procurement focuses on reducing
the carbon emissions and promoting
circular economy practices 2°

- And in Ireland, suppliers are benefited
when they provide medicines
in recyclable packaging '

As a result, one of the main challenges
pharmaceutical companies face is
balancing the increasingly important
environmental sustainability practices
with the need to remain competitive,
especially when price is still the primary
criterion for awarding contracts.

Incorporating environmental sustainability
into companies’ processes can be a
significant undertaking. It requires a
comprehensive approach, including changes
in manufacturing, supply chain management,
and product design. Many of these changes
are heavily regulated and resource-intensive,
often taking a considerable amount of

time to be approved and implemented.
However, in the long term, there are
numerous benefits that can encourage
pharmaceutical companies to go green:

+ While implementing sustainable practices
may involve initial costs, it can lead to
long-term savings. Companies that invest
in green technologies, energy efficiency,
and waste reduction can reduce operational
costs, making their bids more competitive.

- Demonstrating a commitment to
environmental sustainability enhances
a company’s reputation and builds trust
with stakeholders, including healthcare
providers, patients, and regulators. This
positive perception can influence tender
decisions in favour of companies perceived
as responsible and forward-thinking.
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A“g:

As the pharmaceutical industry faces increasing
pressure to integrate sustainability into their operations,
the importance of alignment with international and
national environmental guidelines becomes pivotal

to gain a competitive edge in healthcare tenders.

Having visibility on tender award criteria per product
and country is critical to be able to differentiate
versus competitors and pro-actively discuss how to
optimize tender settings and frameworks to improve
attractiveness and sustainability of the market.

Furthermore, developing sustainable practice plans that
support compliance and company goals, whilst ensuring
they meet tender awarding criteria will enhance market
position and differentiate products amongst competitors.
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