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Project:s  Gomneveial Contraceptive Marketing Development

L.

I1.

Statement of Propram Goal

A. Program Goal

The goal of this program is the improvement of the quality of
lifc in developing countries through reduction of population growth
resulting from development of adequate systems fou delivery of family

planning services.

B. Mecasurcment of Goal Achievement

The achievement of this goal can be most cffectively determined
by statistical measurements and analysis of fertility rates in those
countries that have reliable statistical data and capability. Where
this is not possible the measurcmeﬁt of goal achievement will have
to rely principally on the interpretation of data relating to the
distribution and sales of contraceptives.

C. DBasic Assuwplion

This program shall be carried out only in those countries which
have indicated an awareness of the problems related to excessive
population growth and where a favorable climate exists for family
planning activities.

Statemcnt of Project Purpose

A. Purposc
The purpose cf this project is:
1. 7To wtilize the commercial scctor in up to five selected

cotnt riva, to acliieve o significant increase in the number of

e e —

aecepltors using non-clinical wmethods of contraception (principally
oral contraceptives and condows), as a cumplement to a country's

publicly supported family planning prohrams.
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2. To_decmonstrate that commcrcial distribution is more.effective

planning programs, because it employs an alrcady existing distributjive

-
system rather than financing the further expansion of public clinical

facilities.

B. Conditions Expected at End of Project

l, A significant increase in the marketing capability of the
comnercial scétor to satisfy the contraceptive requirements of
the population.
a. Retail outlets selling contracepﬁives are accessible to
a large majority of tﬂe population in rural as well as urban arcas.
b. Logistic and supply.elements of the commercial sector are
adequately supported to provide contraccptives,
2. The retail price of contraceptives is at a level that the
public can generally afford,
3. An increasing awareness of and motivation for using contra-
ceptives,
a. Sample surveys indicate that the target pobulation is
aware of contraceptive practiccg;
b. Sample surveys indicate that the target population is
aware of the availability of contraceptives,
c. Sample surveys irdicacc a desire on the part of an
appreciable number of the target population to use contraceptives,
4. An appreciable increase in the sale and use of contraceptives
through comnvreial ourlets, and, therefore, a net national increase
that can be verifisd by cowparison with the original benchmarks

established at the onset of the project.,
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A local capability to coordinate and stimulate the comncrciil
distrihution of contraccplives.
6. The cumnercial distribution of contraceptives demonstrated to
be more cost effnctive than delivery through public family planning
progranis.

C. Basic Assumptions about Achievement of Purpose

l. Expansion of commercial sector distribution will not be in
conflict with existing publicly supported n#tional family programs,
but, in fact, should be complementary to thcm.

2. The marketing program will be designed to take into considera-
tion the political, social and legal realities of the existing
situation. It is essential, however, that thé countries selected
under this project do not have customs duties on A.I.D.-imporfed contracep-
tives or other lepal or administrative constraints which could act |
as a serious barrier to the cxpousion of the commercial Aistribution
of contraceptives, |

3. Reasonably reliable data will be available on costs of delivering
contraceptives through public family planning programs.

Statement of Project Outputs

A. Outputs and OQutput Indicators (for each sub-project)

l. A proposcd marketing plan, covering the concept of an
optimum contraceptive distribution system for the country where
a sub=project. is contemplated.

2. An ju-depth marketing study to detevmine the contraceptive
market potential and provide data io allow for the development of a

comprchensive marketing program,
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-3. The establishment of a local non-profit company to develop
and implement the marketing program,

4. A cadre of experienced commission salesmen, trained in the
concepls of contraceptive warketing, working for‘thé local non-profit
company.

5. Studies to identify the effect of advertising on the sales
of various types of contraceptives., Application of the.findings;

6. Studies of price levels which re;ult in the optimum sale
.of contraceétives and the magnitude of subsidy, if required, to
maintain and expand the commercial distribution of thuse products,
Application of the findings.

7. Pceriodic rcports of contraceptive sales, by category, through
the commercial sector in comparison with previous sales.or saies
trends, to determinc the cffects of price and advertising.'

8. A stqdy to determinc the economic viability of contraceptive
delivery through the privatc distribution system, This will specificall
monitor the costs associated with the development and utilization of
the commercial sector, Initial and gecurring costs will be established
to form a basis for input and output ratios.

9. A study to asscss the relative cost- differences of contra-
ceptive distribugi(ﬁrlhrough the privatc commerc;al sector and through
public clinical facilitics.

B. Basic Assumptions

None

ems

Ao U.Se ln}.ELEE

A.1.De will provide funds for entering into a contract to carry
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out the activitics of this projecte
The coutractor will furnish the following for a typical large
country sub-projcct; such as in Bangladesh:

1. Technical and Adiministrative Staff:

a. From the U.S.

A Project Director, who will bc assigned to the country

selected to plan, organize and be rcsponsible for overall management
and success of the sub-project.

b. Local Hirxe

A Managing Director, to assumc day- to-day administrative

v
responsibility of the sub-project.

A Marketing Manager, to plan, implement and supervise

the marketing of contraceptives.

A Sales Director, to supervise the sales forez and the

o
placement of point-of-purchase promotional material.

y A Staff Trainer, to organize and conduct a series of
training programs in contraceptive marketing for the sales force
at all levels. .

Secretarial and Clerical personnel,
c. Local Hire on Commission Basis
- 'District Sales Diractors, to sell contraceptives on 2a

commission basis in their assigned districts and place the
promotional material in sales outlets. Each District Sales
Dircctor will cmploy up to five salesmen on a commission basis

to assist hime
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2, Comuoditics. Condoms will be funded under this project.
Oral contraccptives will be provided to the project under a separate
A.1.D. project for central procurement, Provision will also be made
for U.S. imported vchicles to assist with transpgrtation, particularly
in rural areas.

PROJECT BUDGET - SEE ATTACHED PAGES

B. llost Country Inputs

None required.

C. Basic Assumptions about Management of Inputs

None

Rationalc

Although not all of the reports have as yet been submitted under
the survey of global patterns of commercial distribution of contra-
ceptives carried out for A.I.D. by Westinghouse Population Center
(csd-3319), information and data now available support the assumption
that the potential for a significant incrcase in the private sector
distribution of contraceptives is mpeh greater than originally
thought. [ Current usage patterns indicate that, in the aggregate,
more than 40% of contraceptors in LDCs arc now obtaining their
supplies féom commercial sources. These high commercial sector
consumption rates are even more significant when it is realized
that in only a handful of rhe LDCs has therc been a formal or
organizced effort to promote the distribution of contraceptives through
the commercial sector.

Recognition of the potential of the commercial sector for deliyery

of coutraceptives has also been indicated at international meetinas
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of population experts, such as at Bellagio, and recommendations made
to investigate the possibility of greater utilization of this sector.
A.I.D. has, accordingly, decided to provide support to such a type
of project aimed at testing the validity of the accumulated evidence.
This project is intended to demonstrate that _the prj.vate_ sector ie more
cost effective vehicle for the delivery of contraceptives imainuch as it
utilizes an already existing distribution system rather than having to
finance the further expansion of a publicly supported clinical system.
Furthermore, as the number of purchasers of contraceptives expands
significantly, it should provide the necessary incentive for, at ‘the
very least, an appreciable degree of self-perpetuation of this aé.tivity
in the private sector.
VI. Course of Action
A. Implementation Plan
The course of action for eech country selected for a
market testing program will vary according to the character-
istics of the population and the attitudes and conditions
prevailing. However, the basic approach in each case should
be genmerally similar, involving three principal phases.
-Development of Work Plan
The Contractor will prepare and present to AIDW a
proposed work plan covering the concept of an optimm
distribution system for the country where a project is
contemplated.
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This plan will have resulted from the Contractor's discussions
with U.S.A.I.D. concerned, representatives of the country concerned
and prospective distribwtors tc examine alternate methods for
project implementation designed to meet the specific needs of the
comtry. During these discussions the Contractor will have an
opportunity to determine the objectives of the mational family
planning programs and/or of other relevant governmental agencies
to dbtain agreement in principle for a system of contraceptive
delivery based on the private commercial sector. Preparation
of the proposed work plan will be funded either through previously
existing contractual arrangements, or by funds to be provided in
the contract emanating from this PROP. "

Concurrence of the appropriate ministry/agency of the host
country, USAID, and AID/W (Regional Bureau end FPHA) on the
proposed work plan will be necessary in order to continue the
project into subsequent phases (marketing plan and implementation).
The decision to proceed with the project will be based onm, among
other things, the host country governments' agreement not to impose
customs duties or other restraints impairing distribution or use of
oral contraceptives and condoms provided by A.I.D. for the project.
ixceptions to this policy can be made by AA/PHA when deemed necessary
to accomflish project purposes. _

When the proposed work plan has been approved, A.T.Dn, will

iontract to carry out a commercial marketing program for contraceptives
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in the selected country. (Agreement with the country and contractor
will_provide that in the event a country, during the life of the
project, imposes conditioms which seriously impede expansion of
their commercial distribution, the contract and projecf will be
terminated within such countriea.) | |
~-Development of Marketing Plan , |
The immediate priority for the contractq;"will be to develop a
comprehensive marketing plan, §£i§£ will involve the follouing:
Over a égriod bf approximately three months duration
determine the market potential and provide data for the
development of a comprehensive marketing plan. This activity will:
a. ‘;ggntify~and~gauge the most appropriate distribution
channels.
b. Identify the most effective advertising to be carried
out in urban and rural areas. |
c. Research the most successful and most effective promotion
techniques for the local conditions.
d. Determine the estimated optimum price structure an@
trade margins for contraceptives to be solq through the sub-
project, and identify safegards to prevent excessive profits
by the commercial sector.
= Implementation
1. When the foregoing has been accomplished the first

implementation phase of the sub-project will begin. This phase yil]

last approximately six months during which a local non-profit company
will be established for carrying out the marketing program. The company
Will be under the direction of an advisory board of directors made up of
prominent and interested nationals and the contractor's Project Director—
The company will be respansible for: R
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a. Recruiting and training local personnel at all levels.

b. Contracting with local advertising agencies, packaging
companies and distributing organizations in accordance with
general A.I.D. policy guidelines.
. ¢. Procuring, importing and warehousing contraceptives.
d. Preparing and pretesting a promotional campaign.
e. Designing, testing and production of local packaging,
as necessary.
f. Priming the distribution pipeline in a mmber of test areas.

€. Applying guidelines for a control system to assure progress

of the sub-project, and to assure that excessive profits are
not made by the commercial sector.
h. Developing retailer educational programs and consumer
instructional material to indicate procedures to follow should
problems arise in connection with the use of oral contraceptives.
: .~é. During the second six months of the implementation phase,
' undertake full-scale test marketing in selected large test areas to
.determine the most appropriate marketing methods, including an optimum
price structure.
3. For the remainder of the three year sub-project carry out a
full-scale nationwide contraceptives marketing program.
| 4. During the entire three Year period of each sub-project, the
contractor will be responsible for monitoring and evaluating per-
formance and maintaining the appropriate fiscal controls.
For a few countries the first and second phases of project activity
may be funded under previously awarded A.I.D. contracts,.or by other
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organisations. In such cases A.I.D. funding under these projects
would begin with the next phase of activity to be undertaken and
would not cover phases funded by other means.

B. Evaluaticp

The contractor will furnish interim and annual reports on the
progress of programs and problems related to the implementation of
the sub-projects under this project, including performance in terms
of national contraceptive user data and other major findings.

This project will be evaluated annually by A.I.D. and the con-
tractor as an integral part of the management planning and progrem
implementation process. The evaluations should consider, among other
points: (a) collateral experiences to date (e.g., IPPF and other
sub-projects under the project); (b) supply sources for continued
provision of contraceptives when A.I.D. funding terminates.

Provision will also be made by A.I.D. to carry out an in-depth
evaluation by a team composed of qualified independent experts in
the marketing field, and representatives of A.I.D. The evaluation will
serve: 1. to survey the management activities and the progress the
contractor has made in achieving the stated objectives, and; 2. to
help A.T.D. in determining whether the project should be extended,
amended or terminated. This evaluation will take place at the end of

the second year of the project, in lieu of the annual evaluation.
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C. Narrative Statement

The program for market testing will vary in duration from country
to country. llowever, it does not appear that more than three years
will be required to identify a price which will result in optimum

-

contraceptive consumption, and to demonstrate that the distribution
and sale of contraceptives are comnercially viayle, offering aﬁ
attractch margin of profit at both the wholesale and retail levels,
(At the end of this zeriod it is anticipated that fully adequate
information will"be available to be able to determine the extent

of subsidization, if any, required to maintain and expand the commer-
cial distribution of these products. At that point decisions would
have'to be taken, should a continuing subsidy be ne2ded, as for example
i;n'countrics with very low income levels, concerning the form and
method of providing this financial support. Regardles: of a§sistance.
which might conceivably involve A,I.D. in some ongoing supportive
role, thc market testing programlshould have achicvea iégwdbjective
of demonstrating th:~ feasibility of‘priQate commercial contraceptive
marketing. and of creating and estaltlishing a mechanism for the
continuing delivery of these product; through- the rctailldistributién
system,

It is not fcasible .to forecast with accuracy the total anticipated
_contraceptive sales in cgch country, However, a reasonable expectaQ
tion of sales in a larger developing country such as Bangladesh could
be 4% million condems and one-half million cycles of cral contracep-

tives for the first ycar of project operations, with annual increments

up to 18 million and 28 million condows and to 850,000 and 1,6 million
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cycles of oral contraccptives during the second and third years
respectively,

The estimated life of the Commercial Contraceptive Marketing
Development Project described herein is five years, commencing
in FY 1973 and terminating in FY 1978, Qgsifg this period it is

anticipated that a total of five action projects will béhfﬁgféﬁéﬂted,

cach of»;hrcc years duration. (Sce Funding Project Table ‘II under -

Budget Section).



Table I
2y
Estimatzsd Budgets for Country Activities

2/ 2/

1 - Contract Technicians Developing Countrj Swaller Developing Countries
a) Selaries
Prsjsst Director 25,000 -~ 25,C00
Iocal Hirs
~oleci Maragar 10,000
larzsiing Marazer -8,000 10,000
Marxsiins issistant 5,000
Staff Trainer 5,000 5,000
Salss Corx=iszions : 30,000 20,000
Secrstarial /£ Clerical 10,000 - - 7,500
93,000 | 67,500
b) Alswenzes , '
Frcject Lirector - 7,000 7,000
Shirrant Hsusehold Effects-Project Director—-3,000 _ 3,000
o n " ~Project Manger———--600
Marzeting Manager 500 -600
11,7.00 10,600
¢) Travel £ Transportation
International 6,000 4 ,C00
Iocal 3,000 - 1,500 -
9,000 5,500
2 - Cormodities* :
Condors 220,000 135,000
Vehicles 10,000 - 5,000
230,000 1A AR

(CAnd2nand am oo . \



2) Markreting
¥arzet Research 50,000 20,000
sdvertisivg £ Promotion 290,000 85,000
iccal Pzczaging 15,000 5,000
355,000 110,20
t) Zznerel
. Teni- ’ 3,500 3,CC0
0ffice Equipment 10,000 7,000
¥iscellzxeous 3,000 3,000
16,500 13,000
¢) Preiect Supnort
Fees £ Project Support Costs 60,000 40,000
TOTAL ANHTAL PROJECT COSTS $774,600 $386,600

1/ These budgets cover the first year of project operations. Based on an anticipated duration of three years for
P pe
each project, the costs for the second and third years of operation will be approximately 25% higher, due
Erincirally to increased costs of advertising and promotion. ‘ :

2/ An illustrative budget for a medium-size country has not been included. It is estimated, however, that costs

- will fall about halfway between that for large and small countries, or approximately $570,000 for the first
year (includirg about $170,000 for condoms). ' ' -

* Funding does rot include oral contraceptives, which are to be supplied under a separate A.I.D. project for
conirol proccurement - See Table II. ' . )



Country
Country
Country
Country
Country

#1 (Large) $774,600

#2 (Small)
#3 (Mediuzm)
76 (Large)
#5 (Medium)

TABLE

1LADLE 11

Estimated Life of Project Expenditures

1st Year

2nd Year
(FY 74) $913,250 (FY 74) $913,250 (FY 75)

3rd Year 4th Year

. 5th Year Toztals

386,600 (FY 75) 449,200 (FY 75) $449,200 (FY 76)
370,000 (FY 75) 670,000 (FY 75) 670,000 (FY 76)
774,600 (FY 76) 913,750 (FY 76) $913,250 3
370,000 (FY 76) _670,000 (FY 76) 670,000 (FY 77) 1,910, 50¢

$2,6C1,1C0
1,285,2CC
1,913,956

(FY 77) 2,651,185

1v

$774,600

$2,869,850

$3,377,050 $2,702,250

TABLE III

.Total Obligaﬁions by Fiscal Years

FY 1974
FY 1975
FY 1676
FY 1977

Total Cost for Condoms by Fiscaerears

FY
FY
FY
FY

1974
1975
1976
1977

TOTAL

$ 440,000
830, 000
1,085,000
390, 000

$ 2,745,000

$ 1,687,850
2,989,050
4,047,050
1,583,250

$ 10,307,200

TABLE V

Estimated Costs for Oral Contrac

$1,583,250

eptives (to be

$10,397,200

Provided Under Separate AID Central Procurement Proiect)

FY 1974 $ 840,000
FY 1975 © 1,230,000
FY 1976 1,550,000
FY 1977 . 1,380,000

TOTAL

$ 5,000,000



'APPENDIX (1)

Project: Commercial Contraceptive Marketing Development

The issues that were raised in the meeting of June 19, 1973, which
was called to discuss this PROI'; have been given the following
resolutiong :

1. Official host country agreement to sub-projects

The General Counsel's Office expressed the opinion that
host country agreement with the implementation of a sub-project will
be required in writing, and that the agreement should be éither in
the form of a PROAG (non-funded, if possible), or an excharnige of
notes under an existing bilateral agreement. This matter has now been
resolved and the GC's Office concurs in the PHA/POP position that
host country approval of a sub~project is essentially a country specific
policy issue and the particular format of country approval -is more
appropriately a matter for the USAID Mission to decide, provided that
host ceuntry agreement is obtained to all of the conditions necessary
to successful project implementation. Mission and country clearance
has been made a condition precedent to obligation and implementation
of all sub-projects under these PROPS., As a basis for such clearance
the Contractor will be asked to address economic issues in the sub-
project proposal such as, (a) effect on the price structure of orals
and condoms, (b) effect on the competetive position of existing
distributors, and (c) effect on local production of condoms and orals.
Since, in the case of Bangladesh and Jamaica country approval has
already been obtained, the USAIDs will be asked to indicate that the
host countries have been apprised of and are aware of these economic
implications.

2. Criteria for selection of distributors

The section of the PROP (and respective PIO/T) concerned
with the selection of distributors in a country where a sub-project
is to be carried out has been amended to provide for selection of
distributors in accordance with A,I.D. policy guidelines.

Under these guidelines the prospective Contractor will
indicate to A.I.D., prior to obligation of funds, what selection
criteria it will use in sub-contracting the services of a distributor
(or distributors). A.I.D., will review the proposed selection pro-
cedure and will incorporate it in the PIO/T. When the Contractor
proposes to select a specific distributor(s), he will indicate how
the distributor mcets the criteria and A.I.D. will notify the
Contractor whether it concurs. Concurrence will be given by the
Contract Officer on the basis of the Project Monitor's recommendations.
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3. Controls on profit margins
The PROP has been amended to specifically provide for action

by the Contractor to establish and apply appropriate means for controlling
profit margins resulting from the sale of contraceptives under thig
project. | |

The PIO/T covering a specific sub-project will detail the
control mechanisms to be used by the Contractor., In most cases a fixed
price for the contraceptives will be advertised and the advertised price :
will be shown on the sales package. Spot checks of retail outlets
will also be made to ascertain that the orals and condoms are being sold
at the advertised price.

4, Method of providing contraceptives for sub-project use

*Orals and condoms will be provided directly to the Contractor
by A.1.D. for distribution. *See change in procedure for providing orals in cover
memoSPagEnguations
The PROP (and sub-project PIQT) have been amended to provide
for a formal annual evaluation of each sub-project. The evaluations
will consider: (a) collateral experiences to date (e.g., IPPF, or
other sub-projects under the project); (b) supply sources for continued
provision of contraceptives when A.I1.D. funding terminates.

6. The Contractor's marketing philosophy

A written statement has already been requested from potential
Contractors with regard to the Contraceptive pricing policy they propose
to establish in carrying out the sub- projects in Jamaica and Bangladesh,
This will enable A.1.D. to determine if it is in agreement with the
nroposed pricing policies.

In the future the Contractor will be requested to include in
‘cach proposed marketing plan a discussion of the pricing policy to
be established.

7« Non-Profit Corporations

In cases where the Contractor submits a proposed marketing plan
that provides for operation through a locally incorporated non-profit
company, A.I.D. will request that a copy of the charter of incorporation
be made available for review by the appropriate A.I.D, offices to deter-
mine whether the company will be fully empowered to accomplish the
proposed marketing objectives, '

8. Audit
Standard United States Government auditing procedures will be

followed in performing sub-project audits.,
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9. Disposition of local currency

Local currency generated by the sale of contraceptives
to indigenous distributor(s), which is in excess of a sub=-project's
local currency requirements, will be reported by the Contractor and
placed at the disposal of A.I.D. '



LA i UF BTAIL

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON
o Recd AA/PHA 10/26
: ' Infos DHIJM(/H.le, HSC,
OFFICE OF _ ' ' MFowler w/signed PROPS,I 'ﬂ\?: y
THE ADMINISTRATOR Dr Ravenholt, Dr Pedersen

October 19, 1973

MEMORANDUM FOR DR. KIEFFER, AA/PHA

SUBJECT: Commercial Contraceptive Marketing PROPS

I share the importance and urgency you attached to
these two projects and have therefore approved the PROPS,

However, planning for the individual country sub-projects
is not yet completed and there are major program issues still
to be resolved, Therefore, the Administrator should have an
opportunity to review the country marketing and implementation
plans developed during Phases I and II of the project. You
should schedule a review of the first country marketing plan
and implementation plan when they are ready and prior to the
implementation phase, At that time a decision can be made on
the kind of review that should be given the remaining country

projects.
%

Maurice J, Williams
Acting Administrator

Attachment



Octobor 11, 1973  DI/JAK/File, JUSC f
‘ POP, MF, TRM ‘===t

LEORASDUM FORY  A/AID, lir. liourico J. willioms
. 4
FROMS " ANDTEC, -hilip/g{rxgaum

SUSJISCTs  Conercial Distributica of Ccatxaceptive
?ills and Ccidama .

Jdo oupport this pilot eoflort to expand tho availability

o contracoytives dnciuding ool contwacopuiven in LDCo,
pateicalarly thoga with ranidly growing populations,
thirouch cocscial Glotribuicicn, Yeaving advertiaing,
pacikaging, and l1obeling quasticns basically up to thae
govermacacs oL Lho countring concornnd,  Tho two 'R0I'0
sitioched aFe for inplomsntation first in Nanglidoesh (annual
pooulation girowch wate o2 2.7 and Junaica (2.10) .  Pivo
O counbiices are wnder consideraticon Loy futura proyramss
Palziotan (J.50%)7 Thailand (3.303)7 Kenya (3.0:%)7

Shilippinns (3.30)1 aad colaabla (3.405)

DA genorally reoulres that contraceptive pllls cold for
U.T, ot carxy tho somd wariing lobel ao pillo sold din
ha Uuhe DUk 48 an LS QUYL GLiEked {that it prefoxo
pran ol Jabaoling ca pilly sold wndor d connrelal

L asribution prognan, it is our unGerseanding that DA wonld
aok objoct. FDA'u Gonowal Connnel and ouxs havo agreod o
Glocuss tho legal tochaicalitivt.

Je are concernnd, hosucver, that bacausn the proposed
projacis invalve .G, miinin contraccors Gealdng uith

@ e 8w cmp—
T nudye e Qopnndns e W have a Porutem whdch azsuron

hel fhw Joes gqovamnents epllelcly aponovn any salvaie
coeantoial dhotrivacioa and tho 1aning of Alp=ilaznend
contraceptiv.s oo that the rorpoasibilicy eleawly wenta
with the hooh GOVorL.int. v vuoerstand Dhet weldtion crproval
a5 hasn ohenin:d drca the Govorraonbs ol Mmgladath vl
samatca #or thesa pilot projectn and chat they asmmar tha
rnpoanibility chit Lhaoaroanessiate ool vontricepivo
laleling Lo provided &ad aChared o wichin theds catnbardou,



-l

s

In cdditicn givea the lavge-gcalo of this projoct, $27 million,
and tho mathier camloex ceoasnic and legal isouon referred to
in Lhe atbach:d ewaoondun, wo WIEGo that the gecond phato od
cach country rpecific project=-i.0. tho marketing plon and
frolomcntabicn-=ba cubialesd Lo Can Adidnlstrator for
arproval.  Walo wemng da cllect thae in adriitlon to nNI1A/rop
and the Regional sureous, DI and G will alco hava an
opporiunity to roview the policy aspocts inhorent In thn
Luplocentation plang,

cc: Dr., ideliox
iy, Gordiner

PIC/DPDA/DA: Blicris
ReGrafeed: s/ Pres oimbaun: ogy



ACTION MEMORANDUM FOR THE ADMINISTRATOR SEP 25 w73

THRU: EXSEC
FROM: AA/PHA, Df. J4rold M Kieffer

Problem: The attached new PROPs for "Commercial Contraceptive
Marketing Developmént" and the "Development of Commercial
Contraceptive Distribution" require your approval under A.I.D.
regulations applying to projects which are estimated to exceed
$2 million over the life of the project.

Discussion:

Project Purpose: Both of these projects fall within population
program cutegory number 4; the development of adequate systems for
delivery of family planning services. The specific purpose of both
projects is the same: (a) to involve the commercial sector in
developing countries in bringing about a significant increase 4in

~ the number of users of contraceptives, principally orals and condoms,
as a complement to the existing family planning activities in the
public sector; and (b) to demonstrate, through comparative cost
studies, that commercial distribution is more cost effective in
reaching contraceptors than public family planning programs, because
the former utilizes an already existing distributive system rather
than financing the further expansion of public clinical facilities.

These innovative proposals are an outgrowth of increasing awareness
expressed by international experts in the population field of the
unexploited possibilities offered by the private commercial sector
for the wider distribution and greater sale of contraceptives. This
view has been reinforced by initial findings and recommendations of
A.I.D.-sponsored marketing surveys and market testing projects. The
potential for expanded commercial contraceptives sales is evidenced
by data now available which indicates that approximately 40% of
contraceptors in LDCs are presently purchasing their requirements
through commercial outlets even though little organized effort has
been made to promote this market. '

Alterpate Approaches to Project Implementation: While the purpose of
both projects is the same, separate PROPs have been developed because
it is our view that it will be advantageous for A.I.D. to experiment
with at least fwo different approaches to the atteinment of project
objectives. :
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(’In the first approach, described in the Development of Commercial
\Contraceptive Distribution PROP, the contractor will negotiate
-agreements directly with established local distributors for the
'promotion, distribution and sale of contraceptives through the
existing retail system. The second approach, detailed in the PROP
for Commercial Contraceptive Market:ng Development, provides for
‘the contractor to work through an especially established indigenous
non-profit company. This indigenous company will undertake the.-
marketing of contraceptives through the retail system. The company
will, as in the above mentioned plan, work directly with distributing
firms. It will also recruit, train and employ a cadre of commission
salesmen to supplement the staffs of the distributing firms in order
‘to accelerate the intinduction of contraceptives into retail outlets
and the placement of promotional materials.

These two approaches i)l be tested to determine whether local
participation through a non-profit company can enhance in-country
support for the commercial distribution of contraceptives and

can provide a ready mechanism for coordinating indigenous commercial
marketing activities subsequent to termination of A.I.D. support.

Project Costs: The two PROPs contemplate implementation of seven
country-specific applications (each of 3 years duration) over the
next five years at an estimated cost of $13.8 million, including
$3.5 million for condoms. In addition, approximately $6.7 million
in oral contraceptives will be supplied in kind, under a separate
A.I.D. project for central procurement. No direct LDC contribution

is expected.

Plan of Action: A subproject in a specific country will be carried
out in three phases:

Phase I - Preparation by a contractor of a work plan covering
the concept of an optimum commercial distribution
system for the country.

Phase II -~ Preparation by a contractor of a comprehensive

. marketing plan which will determine the market
potential and identify such factors as appro-
priate distributicn channels, advertising for
rural and urban areas, promotion techniques,
optimm price structure and trade margins, and
safeguards to prevent excessive profits by the
commercial sector.,

Phase III - Implementation, first on a test basié, and after
-refinement of the marketing plan, full scale
national contraceptive marketing by the contractor.
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Funding Schedule: Each country-specific subproject normally will be
carrled out under two separate contracts. After agreement between
the USAID and AIDA to start a subproject in a specific country

an initial contract will be arranged to cover the first pbase of

the project (development of a proposed work plan). A decision to
continue the project and contract for subsequent phases (marketing
plan and implementation) will be made after the contractor has
presented the proposed work plan. Concurrence of the host country
government, USAID and AIDA (regional bureau and PHA) on the proposed
work plan will be necessary. The decision to continue the project
will be based on, among other things, the host country government's
agreement not to impose customs duties or other restraints impairing
distribution or use of oral contraceptives and condoms provided by
A.I.D. for the project. Exceptions to this policy can be made by
AA/PHA where deemed necessary to accomplish project purposes.

A second contract will cover the remaining two phases of the
subproject but funds for these phases will be supplied in at least two
increments. Initially funds will be supplied (within forward funding
limits) for the contractor to develop a comprehensive marketing plan.
On completion of this marketing plan and dsvelopment of a precise
budget for the implementation phase of the project, additional funds
will be added to the contract (within forward funding limits) to
cover implementation of the commercial marketing of contraceptives.

For some countries the first and second phases of project activity
may be funded under previously awarded AID contracts, or by other
organizations. In such cases AID funding under these projects would
begin with the next phase of activity to be undertaken and would not
cover phases funded by other means.

Selection Criteria and Prospective Countries: Countries will be
selected on the basis of factors which indicate a reasonmable likelihood
of success. We plan to initiate action in FY 1974 in two countries,
Jamaica and Bangladesh, if the PROPs are approved and if the necessary
conditions (no constraints on distribution and use of contraceptives)
for achieving project objectives are met.

Coordination with Other Organizations: As you kmow, IPPF has developed
a preliminary proposal for establishing a subsidiary organization to
undertake a program for stimulating the commercial distribution of
contraceptives. While IPPF has not yet identified specific countries
in which it would operate under this program, the projects proposed




ACTION MEMORANDUM FOR THE ADMINISTRATOR 4

under the attached PROPs would be carried out in such a manmmer to
fully coordinate with the activities of IPPF in order to make them
mutually supportive. Experience gained under the A.I.D.-financed
projects will be made available to IPPF (and to other interested
donors and organizations) to assist in the planning and implementation
of its efforts in commercial distribution.

Issues: In the course of evolving the two projects concerned with
the commercial marketing of contraceptives four major issues have
emerged. One relates to the subsidization of the private commercial
sector in developing countries for profit-making activities. The
second concerns the continuation of expanded commercial marketiry of
contraceptives following termination of A.I.D. support. The third
deals with the magnitude of A.I.D. funding for demonstrating the
advantages of commercial contraceptive marketing, and the fourth
involves the problem of package labeling of the oral contraceptives
to be furnished under these projects.

On the first issue, it is our cpinion that the subsidizatior of the
private commercial sector is amply justified in this case bocause:
(1) measures will be taken to identify, apply and monitor meuns for
controlling the profit margin in order to prevent excessive profits
to the commercial sector (e.g., advertisement of fixed price,
periodic checks by the contractor on compliance with price policy);
(2) the project expects to demonstrate the cost effectiveness of
commercial distribution compared to other options such as government-
controlled clinical programs.

In regard to the second issue, we believe it realistic to assume that
if the viability of commercial distribution is demonstrated and
expanded sales are achieved, contraceptive manufacturers as well as
the commercial sector will be motivated to maintain and expand their
markets. Even if the full objectives are not achieved it is expected
that sufficient incentive will have been provided to the private
sector to generate a continuation of the effort to market contracep-
tives in greater volume and at a lower price than prevailed prior to
the initiation of the project. BEven if the projact demonstrates that
the public in LDCs can afford to purchase contraceptives at a price
only sufficient to support the distribution costs, when the contra-
ceptives are donated, the program will have proven worthwhile. The
U.S., the U.N., other international official or voluntary aid agencies,
or the LDCs themselves would then have to bear only the cost of
procuring contraceptives, whereus, at present in most ongoing LIC
programs it is necessary to finance the cost of contraceptives as well
as of a clinical delivery system. Annmal project evaluation will
consider, among other points, prospective supply sources for the
continued provision of contraceptives. ’
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Concerning the third issue, careful study has been given over the past
three years in evaluating the potential of the role of the commercial
sector in the vital area of contraceptive delivery. It is our con-
sidered judgment that a number of intensive test programs in different
geographic regions of the developing world are urgently required to
acquire the experience and evolve methodology for universal application
in promoting expanded commercial availability, sale and use of contra-
ceptives. However, because of manpower limitations of the prospective
contractors, and the need for continuous, careful evaluation in this
basically experimental effort, we believe that prudent management
dictates consideration be given to the implementation of no more than
seven sub-projects at this time. On the basis of information at hand
the seven countries where the sub-projects are being contemplated
appear to offer optimum probabilities for successful development.
Considering the important potential of commercial marketing and the
magnitude of the effort that will be required to achieve project
objectives, we do not believe that the estimated cost of the total
program is excessive. It should also be noted that approximately
one-half of the estimated total cost of the two projects will be
allocated for the procurement of contraceptives.

The fourth issue involves the warning label which is required on the
package of all U.S. manufactured oral contraceptives, including those
purchased by A.I.D. This labeling makes reference to the need for a
doctor's continued supervision of the oral contraceptive user and
thus could be interpreted in conflict with the intent of the proposed
projects to expand oral contraceptive usage through commercial
channels without a doctor's supervision in couniries where such
distribution is permitted under their laws.

In the U.S., where there is one doctor for every 600 persons and

& low incidence of maternal mortality makes risk~taking to prevent
pregnancy unjustifiable, a doctor's contimued supervision makes sense.
However, in LDC's where there may be only one doctor for every 5,000
to 25,000 persons, and the risk from pregnancy is many times greater
than the risk from taking oral contraceptives, a doctor's continued
supervision or even lesser trained medical supervision, may not be
eppropriate or possible. Only those countries which pragmatically
congider the risks involved, and freely determine policies and
procedures which allow effective commercial distribution of oral
contraceptives, will be considered for these projects. Iabeling

and packaging requirements of the host govermment will be strictly
adhered to. - A.I.D. will supply oral contraceptives to the appropriate
host government institution which will, in turn, make them available
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for the commercial df3tribution program in that country. Thus the
host government will be able to assure that appropriate oral
contraceptive labeling is provided and adhered to within its

own boundaries, in accordance with congressional intent as

stated in Title X, even if such labeling does mot fulfill U.S.
requirements.

Several other issues have been raised with respect to the two
projects. These issues and the way in which they have been resolved
are discussed in an appendix to each PROP. ,

Recommendation: That you approve the attached PROPs with the
conditions of approval shown in Block IV of the PROP facesheet.

Approved: see below

; Disapproved:

<" Date: . ]
’ n
Drafted: PHA/POP/FPSD, '.\!C G. Markow/G. van der g@‘:nh=8-29-73

Revised: PHA/PRS: T.Mahoney/M.Fowler:9-18-73

Clearance: £ :
PHA/POP: R.T.Ravenholt (' Date: -3
/AA FC:Mr.Philip Birnba Date: ! 73

- GC: Mr. A.Z. Gardiner Date:
/ PH%RS: Ms. M.Fowler \Date: 7- 2y~ /5
: GC/PHA: Mr. A.RichsteIn N1\ Date: 9. (.15

Approved and incorporated as part of PROP titled Commercial
Contraceptive Marketing Development and PROP titled Develop~-
ment of Commercial Contraceptive Distribution. See PROP
face sheets and approval memo M. Williams to J. A. Kieffer
dated 19 October 1973, oy

Thomas R. Mahoney
PHA/PRS

Cleared by phone A/AID, B. Langmaid





