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Summary 

The procurement of medical supplies and equipment is critical to the delivery of efficient
and effective healthcare services in Jamaica. SERHA has responsibility for managing the
procurement activities in nine hospitals and 91 health centres in Kingston and St.
Andrew, St. Catherine and St. Thomas, which represent 47 per cent of the population.
For the financial years 2011-12 to 2016-17, $25.5 billion (29 per cent) of SERHA’s budget
was allotted for the purchase of goods and services. Despite additional funding of $1.4
billion from the Culture, Health, Arts, Sports and Education (CHASE) Fund and National
Health Fund (NHF), SERHA had budgetary shortfall of $31 billion.

We conducted a performance audit to determine whether SERHA is managing its
procurement activities well to obtain value for money. An efficient procurement process
involves purchasing practices that seek to control costs and facilitate transparency and
objectivity in the process. For the most part, SERHA adhered to the procurement
guidelines in carrying out its procurement activities; however, its procurement practices
did not always demonstrate that efforts were made to ensure that value for money was
obtained.



Key Findings

SERHA did not conduct analyses of procurement activities as part of its procurement
management and further, did not have an efficient system to collate the data. SERHA
procurement files were manual and unstructured, which affected its ability to collate and
analyse data. In that regard, we were also unable to review the procurement process for 20
contracts for works and purchase of biomedical equipment valuing $123.5 million, because
the requested files could not be located.

SERHA undertakes procurements for HHDs for values above $1.5 million, whereas HHDs
self-managed procurements for less than that value. Between March 2011 and September
2016, HHDs purchased pharmaceuticals and medical sundries from the NHF amounting to
$6.5 billion. NHF applies a mark-up of 30 per cent for such supplies but SERHA did not
determine if the prices charged were competitive; which, may have been influenced its
reliance on NHF for credit. This reliance could have denied SERHA the opportunity of better
prices through negotiation, supported by proper procurement practices. SERHA owed NHF
$3.5 billion as at March 31, 2017.

SERHA did not incorporate an analysis of related data in its procurement decisions



Key Findings

We reviewed a sample of 22 transactions undertaken in 2015-16 and found that HHDs
purchased varying quantities of five frequently used sundry items at different unit
prices, for a total cost of $4.4 million. Had SERHA surveyed suppliers and purchased
these five items collectively, the Authority would have paid $3.4 million and realized
savings of $1 million.

Further, SERHA used the direct contracting methodology as recommended by MOH, to
purchase 27 patient monitors for $8.7 million and two x-ray machines for $104 million.
However, the reasons advanced by MOH for the use of this methodology in procuring
the equipment were not consistent with those specified by the Procurement
Guidelines. Further, we saw no evidence of assessment regarding the selection of this
methodology over the competitive tender methodology. Undertaking such assessment
would not only demonstrate that the selection process was objective and transparent,
but would have provided SERHA with a basis for selecting a methodology that would
maximize value for money.

SERHA did not ensure that HHDs purchased supplies at the most economical price



Key Findings

SERHA did not have contracts in place for the provision of cleaning and portering,
laundry, dietary, and security services, as these contracts were expired for periods
up to six years. The absence of formal contracts could have robbed SERHA of
surety of services and may leave the Authority without recourse in the event of
losses related to unsatisfactory performance, for which the suppliers could be held
accountable.

SERHA also continued to engage the suppliers using the direct contracting
methodology, at a total cost of $1.6 billion over the period. This was in breach of
Section 1.1.4 of the Procurement Guidelines, prevented SERHA from ensuring it
obtained the most competitive price for these services.

SERHA’s failure to employ the competitive bidding for the renewal of contracts for four critical
services inhibited its ability to ensure value for money.



Key Findings

MOH initiated a policy, to standardize the brand of three types of equipment used in
hospitals. As part of the due diligence process, we expected MOH, in consultation with
regional authorities, to undertake cost benefit analysis of standardization and consider the
risks associated with standardization. However, MOH did not provide us with documentary
evidence that adequate due diligence was undertaken to inform its decision to implement
its policy of standardization of hospital equipment and SERHA was not adequately informed
regarding the various considerations by MOH in its implementation of this policy.

Adequate assessment of the potential risks and mitigating circumstances may protect the
GOJ’s interest in a context where standardization of major equipment could result in the
creation of a monopoly and high exit costs in the event of unsatisfactory maintenance
performance and outcomes.

SERHA was not sufficiently informed of the considerations involved in standardization of medical equipment 
to enable selection of the most suitable procurement methodology



Recommendations
To maximize the potential to achieve value for money, SERHA and MOH should immediately 
consider for implementation the following recommendations.   

• SERHA should undertake a comprehensive regional needs assessment and define 
strategies for optimal allocation of resources, which would inform its procurement 
activities and achieve value for money. 

• SERHA should analyse its procurement practices and patterns to ensure that goods and 
services are acquired at the most economical prices; including the procurement of critical 
hospital services for which no current contracts exist and ensure compliance with the 
GOJ’s Procurement Guidelines.   

• MOH and SERHA should review the current standardization arrangement for medical 
equipment, as well as the associated risks, to ensure transparency, objectivity and the 
achievement of value for money.  


