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SUMMARY AND' RECOMMENDATIONS
Cost Recovery Programs for Health

Project No, 263-0170

A. Project Summary

1. Introduction

Egyptians are guaranteed free health care under Ministry of Health (MOH)
policy. The MOH administers a system of over 2,000 rural health clinics and
225 hospitals to implement this commitment. However, the cost of providing
free health care 1s a heavy burden on the government development budget.

Rapid population growth exerts heavy pressure on existing facilities, and
funds are not available to expand the system. The MOH health care system can
only provide rudimentary services of poor quality, since the budget 1s limited
and they cannot charge fees. The free health care policy was intended to
protect the poor, but it 1s not providing health care of acceptable quality to
any social group.

Private health care services are a small proportion of the tctal in Eqgypt,
camprising only 11.2 percent of all health care expenditures and 8 percent of
all hospital beds. Large private group practices, with their more efficient
allocation of skilled staff resources, are relatively rare. Prepaid health
care systems, with thelr greater interest in preventive health care and cost
control, are virtually unknown. Both individual and group private
practitioners are heavily concentrated in metropolitan areas.

A comprehensive approach 1s required to address the complex problems of the
Egyptian health sector. Building more hospitals is a problem rather than a
solution, because they only add to the current heavy recurrent cost burden.
What 1s required is a structural transformation of the health sector to put
MOH facilities on a firm financial foundation through fee-for-service
operation, and support the growth of private health care in order to relieve
the government of its excessive burden.

2. Project Strateqy and Feasibility

It is clear that Egyptians are willing to pay for quality health care. For
example, two semi-autonamous government health care systems with dozens of
hospitals and clinics between them, the Health Insurance Organization (HIO)
and the Curative Care Organization (CCO), are currently charging fees for
quality service and operating on a cost recovery basis. However, most of the
existing MOH facilities will require considerable institutional development,
renovation of facilities, and new equipment in order to provide the necessary
efficiency of operation and the required quality of service. Existing
HIC/CCO management systems, health care service quality, and fee schedules
will provide mcdel systems for cost recovery operation of converted
facilities. Technical design studies indicate that MOH facilities can be

\
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converted without major construction to provide improved health care service,
and collect fees sufficilent to cover their operational costs. Financial
analysis estiumated a financial internal rate of return of approximately 48
percent 1n real terms, indicating the very high efficiency of 1nvesting in
conversion of facilities to cost recovery operation.

Even the health care providers currently operating on firm financial basis can
be consideraply umproved. Technical studies indicate that improving the
management and operations of the HIO and CCO will allow them tc increase their
efficiency and expand health care services to additional clients without
adding new staff or facilities. Management improvements for these respected
organizations also have considerable potential for "spread effect,” and it can
be anticipated that other health care providers will be motivated to adopt
similar lmnprovements.

Technical design studies of the needs of the private health care sector have
concluded that lack of access to credit is a key constraint to the expansion
of private practices. This is particularly the case in non-metropolitan
areas, where MOH facilities carry the entire burden of health care. Access to
credit 1s tne key for setting up a practice 1in chese areas, either for new
graduates or for doctors presently working in government hospitals and
clinics. In metropolitan areas credit availability 1s a lesser problem. Here
the key constraint 1s lack of management expertise 1in individual and group
practices. Particularly in dgroup practices, which have the potential to
utilize skilled manpower and allocate resources more efficiently, support for
improved management techniques 1s a useful approach to fostering expansion of
the private health sector.

3. Project Description

The purpose of this project is to estabiish a sound financial basis for the
health sector through cost recovery systems. To achieve its purpose, the
Project will fund an integrated program directed toward expanding and
improving health care and cost recovery services. The program focuses on (1)
enacting and umplementing policy changes and institutional systems to
introduce user fees and cost recovery throughout the GOE/MOH health care
system; (2) introducing cost recovery management improvements to ex1sting
health i1nsurance and {ee-for-service health care providers; and (3) expanding
private sector financing of individual, group, prepaid health care practices.
These activities are packaged in the following three inter-related camponents:

(a) Camponent One - Implementing Cost Recovery Systems in GOE/MOH
Facilities

Forty-five million U.S. dollars will be provided to the MOH by means of a
performance-based disbursement system to finance the accelerated adoption and
lplementation of cost recovery systems throughout GOE/MOH health care
facilities. A MY Project Directorate will be given the mandate and assigned
the required technical and managerial personnel to convert designated
hospitals and clinics to fee-for-service operation. A technical assistance
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contractor will supply all necessary technical support. The Project
Directorate will develop an estimated 6-8 Cost Recovery Reform Plans
(discussed below) over the life of project for converting approximately 40 MOH
hospitals and 10 polyclinics to cost recovery lnstitutions providing improved
service and employing improved systems and user fees, Each facility
undergoing conversion will pe provided with adequate technical assistance and
training for institutional development, as well as shelf 1tem equipment.
Renuvation ot fac:ilities and offshore procurement of major equipment will be
funded under "modified: Fixed Amount Reimbursement drrangements, 1.e,, funds
wi1ll pe disbursed to MOH based on implementation and payment schedules as
approved oy poth MOH and USAID. As a conditlon precedent to dispursement of
funds for facility renovation and equipment 1t 15 required that the GOE
Lmplement procedures to assess renovatlon and equipment needs, and formulate
regulations governing the administration of funds.

A typical Reform Plan will consist of:

e selecting and 1dentifying a specific number of MOH facilities for
conversion;

@ plans, ccst estimates and schedules for cost-effective renovation,
including equipment and technologies;

e specifications on level and quality of health services to be provided;
@ plans for staff training and development;

e plans for new management systems, including information, maintenance and
inventory ocontrol, and financial control;

e time-phased plans for converting the facilities into functioning cost
recovery units;

¢ analyses of costs to be charged and projections of costs and revenues,
demonstrating financial feasibility of conversion.

The management of each facility will develop and implement their cost recovery
systems by umproving staff, manacement, facilities, maintenance and services
through appropriate contracting, rraining or other inputs. Completed
hospitals and clinics will have more attractive and functional facilities, new
medical equipment catering to the needs of patients, better organization and
management, more efficient application of statf and other resources, resulting
1n significantly improved health care service. User fee payment systems,
stratified according to the economic status of patients, will be established
by each institution to generate local revenues. Each cost recovery facility
will use the generated user fees to advance iastitutional self-sufficiency and
improved quality of services. By the end of the project the facilities should
be generating approximately 60% of operating revenues, and approximately 80%
of the facilities will achieve self-sufficiency through user fees and third

party payments.

U
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Funds will be approved for one reform plan at a time, each encompassing 5 to
10 facilities. By the time the third reform plan 1s aporoved, the first one
should be completed and the second well under way. Beginning with the third
reform plan and all subsequent plans, approval of funds will be contingent not
only upon the factors cited above, but also upon progress among completed
facilities in 1mplementing user fees. All campleted facilities must achieve
cost recovery trom at least 60 percent of thelr patients, and 80 percent of
facilities must be recovering 100 percent of their costs. In this way the
project can insure that existing reform plans are working pefore approving
funds for success:ive plans. In addition, this procedure builds in an
Ilncentive for the MOH to achieve 1ts cost recovery opjectives as quickly as
possible.

(v) Component Two - Management Improvements for Current Cost
Fecovery Providers

The Project will provide $10 million to improve the operational effectiveness
and efficiency of current operating cost recovery systems, emphasizing
management 1mprovements and operations research activities. Major activities
w1ll focus on the Health Insurance Organization (HIO) and the Curative Care
Organizatinon (CCO). sSmaller scale activilics to improve managemenr oractices
and fund operations research will 1nvolve medical school teaching hospitals,
professional medical organizations, and other health care institutions.

Both the HIO and CCO have outgrown their rudimentary management procedures as
they expanded fram single care organizations to larger systems of facilities.
Their monitoring and control procedures have pecome a patchwork of
arrangements which were developed to deal with problems which faced these
organizations at earlier points in their evolution. These procedures offer
neirther timely information or effective control. Modernization of management
practices for these two large health care systems will increase their
efficiency and enhance cost recovery. Since they are among the most respected
health care institutions i1n Eqypt, a considerable spread effect of this
technclogy to other organizations can be anticipated.

The HIO already has a computerized MIS for beneficiary registration and drug
usage at 1ts Alexandria branch, developed under the Urban Health Delivery
System Project (No. 263-0065). It has an experienced staff which 1s currently
conducting design studies for expansion of the MIS in Alexandria to encampass
cost accounting, patient records, and quality assessment modules. The project
will provide the necessary technical assistance, training, and camputer
equipment for design and implementation of an expanded and improved MIS for
the HIO Alexandria branch.

Since the CCC has little experience in MIS design and installation, they will
require more substantial assistance. The project provides approximately twice
the support for these activities in CCO as it does for HIO. The design of the
MIS for CCO will draw heavily on the HIO systems and staff experience, adapted
to the particular needs of the CCO. A U.S. technical assistance contractor
will provide support for implementation of the system. Initial activities
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will focus on developing a comprehensive system to encompass the current CQO
manual practices for financial and accounting systems and inventory control.
Once the manual procedures have been developed and integrated into a system,
camputerization will be undertaken.

The project will also support somewhat smaller initiatives for improvement of
management practices in university health care facilities and professional
health organizations, The basic contours of these sub-projects will be
negotiated between the Project Directorate and the participating
organizations, Currently it is anticipated that support will be provided for
two manual or camputerized MISs for university health care providers, and for
development of a model computerized MIS for group and individual health
practices.

c. Camponent Three: Expansion of Private Health Care Practice

Private health care practitioners comprise a very small proportion of the
total in Egypt, and are highly concentrated in metropolitan areas. Expansion
of the private health sector will diminish the burden of the MOB system and
help absorb surplus skilled labor from facilities converted to cost recovery
operation. Expansion of the private health sector can also be fostered by
supporting the development of group practices, which are inherently more
efficient in their utilization of skilled manpower. Growth of the private
nealth sector can also be assisted by supporting the development of prepaid
group health care systems, an approach which emphasizes preventive health
care, but which 1s currently uncoammon in Egypt.

The major emphasis of Component Three is the expansion of credit accessibility
for individual and group practitioners. The project will provide $33 million
(LE equivalent) for capitalization of a credit guarantee fund for loans to
private health practitioners, with high priority given to new or expanded
practices in non-metropolitan areas. Loans by participating banks will have
repayment of principal 100 percent guaranteed by the program initially,
decreasing to 50 percent or less toward the end of project as the superior
repayment record expected of health care practitioners is proven. The
resulting leverage will allow the AID funding to provide credit guarantees for
$70 million (LE equivalent) or more in loans.

The credit guarantee program will be administered by the Small Scale Credit
Guarantee Corporation (CGC) which is currently being developed with technical
assistance and training under the Private Enterprise Credit Project (Mo,
263-0201), and will be fully operational in 12 to 18 months. Coamponent Three
will provide technical assistance and training to the CGC in the specialized
requirements of private health care practitioners., After the CGC is fully
operational, funds will be obligated for capitalization of the credit
guarantee fund.

The contractor will assist the CGC in establishing an accreditation and rating
system for participating banks. Ceilings for loans under the guarantee
program will be established for each bank, and criteria for loans will be
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specified. Any loan within the guarantee celling and meeting CGC criteria

will be virtually automatic. This will allow participating banks to operate

more quickly and minimize their loan origination costs, and also eliminate the

need for micro-management by CGC. Technical assistance and training also will

be devoted to developing a support capability within the CGC to assist
participating banks in improving their efficiency for servicing lcans to .
private practitioners. This will include financial analysis, loan evaluation,
access to and exchange of credit information, insurance claims settlement and
guarantee recovery, and marketing of credit to the health community. These ‘
techniques will decrease loan origination and processing costs and increase
collectiuns, making loan activity to the private health sector more attractive.

Camponent Three also provides support for the development of individual and
group practices by improving management procedures and upgrading service
quality. This program will include publications, training courses and model
management systems, with little or no direct assistance to any health care
organization. A U.,S. technical assistance contractor and appropriate local
subcontractors will prepare guidebooks and training curricula and conduct
training courses in health care management for individual and group
practices, The project will also support the development of prepaid group
health care systems. The major proportion of technical assistance under
Camponent Three is devoted to this activity. The contractor will develop a
model encompassing the complex empirical variables and estimates which must be
considered in the design of a prepaid system. It will also develop a model
management information system for monitoring and control of the resource
inputs, financial operations, and service outputs characteristic of prepaid
nealth care systems. These models will be adapted to the particular
objectives and circumstances of each prepaid group health care system to
facilitate the design process.

The contractor and local subcontractors will support interested groups in
developing same 30 prepaid group health care systems. Assistance will include
the preparation of detailed operational plans and projections which will

enable each group to forecast initial revenue and expenses. This will form

the basis for credit applications to the CGC under the credit guarantee ;
program. The project also provides appropriate local and overseas training in
the managerial and technical skills required for operation of prepaid

systems. In addition, it will support approximately 20 operations research
activities for design and implementation of the prepaid systems.

Project deliverables for all three project camponents are listed in Table S-1
on nage ix.

4. Project Implementation

a. Organization and Management

An Executive Steering Committee will be appointed by the Minister of Health to
provide policy, advisory and cocrdinating assistarce to project activities and
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participants. Membership will be representatives of MOH, MIC, the Egyptian
Credit Guarantee Corporation, the Health Insurance Organization, the Curative
Care Organization, the Medical Syndicate, a private health care provider, and
the USAID Project Officer.

Component One will be managed by a Project Directorate reporting to the
Minister of Health. The Directorate will be semi-autonomous, with
administrative, personnel, financial and operational responsibility,
including; planning, implementing and monitoring the component.

Camponent Two activities will be managed through existing staff organizaticns
cecelving grants, For example, activities for the Health Insurance
Organization will be supervised by their Data Processing Center. Component
activities will be coordinated with other implementing agencies through the
Executive Steering Cammittee,

Camponent Three will be managed by the CGC under Law 159 as an independent,
private sector joint stock corporation wWith a Board of Directors. The Board
will be responsible for approving policy decisions, monitoring CGC performance
and providing general guidance to the corporation's management.

b, Technical Support Services

To facilitate timely implementation, the AID/W centrally funded ST/H REACH
Project w1l provide technical assistance for the project's first twelve
months. Activities include developing and putting into operation basic
policies, procedures, rules, regulations and guidelines and assisting in
initiating project activities., IQC's or BA contracts will be used for audits
and evaluations.,

Camponent One : Through an AID direct contract, a U.S. management
system/technical assistance (MTA) contractor with Egyptian subcontractors will
assist the Project Directorate in managing and monitoring the project. The
MTA contractor will provide initial TA to each cost recovery facility in
developing implementation plans and requests for technical proposals for
contractors. Each health care facility converting to a cost recovery system
may enter into local contracts, including A&E, management, fiscal accounting
and maintenance.

Camponent Two :The U.S. M/TA contractor will assist each funded health care
agency/provider in developing/adapting menagement improvements and management
information systems, The systems will k2 specific to each unit's needs.

Camponent Three : The CGC, with assistance from M/TA contractor, will provide
technical assistance to improve the capability of lending institutions in
providing financial and credit services to health care providers. A U.S.
consulting firm and local subcontractors will provide technical assistance to
prepaid health care providers and private/group practices for management and
quality care improvements.

\ \
\
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c. Project Activity Completion Date

It 1s anticipated that implementation of the project will require 8 years, so
the PACD has been established at September 30, 1996.

5. Cost Estimates

USAID will provide a total of $95 million in funding for the project. The
Government of Egypt contribution is LE39.85 million (equivalent to $17.3
million*) in-kind over the life of project. An illustrative budget by
component and activity is presented in Table S-2 on page X.

B. Project Committee

James Sarn, HRDC/H, Co—Chairman
Bi1ll Duncan, PDS/PS, Co-Chairman
Kevin O'Donnell, AD/LEG

John Wiles, HRDC/H

Mohamed Mounir, FM/FA

Nishkam Agarwal, PDS/E

Sidney Anderson, PDS/P

Daniel Rathbun, IS/IR

Other Contributors

Lawrence Ervin, HRDC/ST
James Brody, FM/FA
Basharat Ali, PDS/PS

C. Recammendation

That the Mission Director authorize a grant of $95 million for the Cost
Recovery Programs for Health Project in accordance with the terms and
conditions set forth in the Project Authorization which follows this summary.
It is presently anticipated that funds will be obligated on the following
schedule: FY88, $10 million; FY89, $15 million; FY90, $30 million; FY91, $20
million; FY92, $20 million.

* The conversion rate of U,S. dollars at §1 = LE2.30 is only made for
presentation purposes and does not imply "maintenance of value” if the
exchange rate changes during the life of project.
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Table S-1
Project Deliverables
(in Dollars 00C)
(Page L of 2)

T, Conversion of MOH Facilities

1. TA and training for 50 sites

a. MGT/AMministration Staff Development 2,542
b. Maintenance/Inventory control Systems 1,436
c. Financial Control Systems 1,890
d, Management Information Systems 3,332
e. Procurement Agent Services 300
f. 1Inspection Services for FAR Construction 2,400 11,900

i 2. PRenovation of Facilities

a. Eguipnent Procured Off -shore 10,000
b. FAR Reimbursemnents
(1) Construction/Renovation 16,500
(2) Equipment Procured Iocally 4,500 3l ,000
3. Training
a, apmwoximately 60 person-months of short-term
academic training 370
b. approximately 60 person-months of short-term
on the job training 410
c. apmoximately 5200 hours of on-site training 800 1,600
4, Operational Support to Project Directorat 500
Sub-total Component I 45,000

II. Management Improvements, Existing Organisations
1. Equipment, four Management Information Systems 3,800

2, Training
a. aprroximately 40 person-months of short-term

academic training 200
b. apmoximately 80 person-months of short-term
on the job training 520
c. aproximately 5000 hours of on~site training 780 1,500
3. Taechnical Assistanca
a. to HIO 1,100
b. to CO 2,100 3,200
4. 1C Operations Rasearch Studies 1,500
Sub-total Couponent II 10,000

III. Financing of Helth Care Prcatices

l. TMechnical Msistance for Feasibility/

Design Studies 1,500

2. Training and Related Equipment 1,700

J. Project Support Services 2,300

4. Quarantas Fund 33,000
Sub-total Compaient III 28,500

IV. hudits, Assessments, and Evaluations 1,500

Projact Total 95 000




- X

Table S-2
Illustrative Budget by Component and Activity

§(000)
AID Life-of-Project

Component  Component Component Lop
A B C TOTAL
Cost Manage- Heal*h Eval-
Recovery ment Care uation
MOH lmprove—~ Practice &
Facilities ment Finance*  audi*
Guarantee Fund . 33,000 33,000
Equipment/Commoditiesd 10,000 3,800 200 - 14,000
Renovation/Facilities? 21,000 - - - 21,000
Training 1,600 1,500 1,500 - 4,600
Support Services 12,400 4,700 3,800 1,500 22,400
TOTAL 45,000 10,000 38,500 1,500 95,000
Loffshore Procurement
2Including Shelf Item Procurement
*USAID authorized LOP level is $38.5 million for Component C. Qurrent

cbligation includes $1.5 million for technical assistance for this camponent ,
Future year obligations will depend on review of progress under Component C.

Note: these cost estimates are illustrative only, and funds may be shifted
between line items by mutual agreement between GOE and USAID.




PROJECT AUTHORIZATION

Neme of Country: Arab Republic of Name of Project :Cost Recovery for Health
Egypt

Number of Project: 263-0170

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961, as amended
(the "Act*), I hereby authorize the Cost Recovery for Health Project (the
"Project®) for the Arab Republic of Egypt ("Cooperating Country") involving
planned oblivations not to exceed Ninety Five Million United States pollars
($95,000,000) in grant funds over six years from the date of authorization,
subject to the availability of funds in accordance with the A.I.D.
OyB/allotment pre-ess, to help in financing the foreign-exchange and
local-currency costs of goods and services required for the Project. The
estimated Life of Project is eight years from the date of initial obligation.

2. The Project will assist the Cooperating Country in expanding and improving
health care and cost recovery services. The Project is intended to have three
main components: (a) plarning for and implementing cost recovery systems in
Ministry of Health facilities; (b) management improvements for current cost
recovery providers; and (c) expanded financing of private health care
practices. The funding level and other details concerning component (c), with
exception of start-up technicai assistance, will be reconfirmed prior to
obligation of funds for that component.

3. The project Agreement, which may be negotiated and executed by the officer
to whom such authority is delegated in accordance with A.I.D. requlations and
delegations of authority, shall be subject to the following essential terms
and covenants and major conditions, together with such other terms and
conditions as A.I.D. may deem appropriate.

a. Source and Origin of Goods; Nationality of Services:

Goods and services, except for ocean shipping, financed by A.I.D.
under the Project shall have (as applicable) their source, origin and
nationality in the Cooperating Country or in the United States, except as
A.I.D. may otherwise agree in writing. Ocean shipping financed by A.I.D.
under the Project shall, except as A.I.D. may otherwise agree in writing, be
financed on flag vessels of the United States.

b. Conditions Precedent to Disbursement

(1) First Disbursement

Prior to any disbursement or to the issuance of any commitment
documents under the Grant, the Cooperating Country shall, except as the

v



- IT -

Parties may otherwise agree in writing, furnish to A.I.D. in form and
Substance satisfactory to A.I.D.:

(a) A statement of the names and titles of the persons who will
act as the representatives of the Cooperating Country, together with a
specimen signature of each person specified in such statement,

(b) Evidence of establishment of a Project Directorate, including
delegation of authority for components (a) and (b) as referenced above, under
the Project Steering Committee, and including assignement of required
managerial and technical staff.

(c) Evidence of restructuring of the Cost Recovery Project
Steering Committee, including delegation of authority for policy decisions,
planning, and implementing of component (a), referenced above, of the Project,

{2} Additiocnal Disbursements: FRenovation of Facilities

Prior to any disbursement or to the issuance of any commitment
documents under the Grant for the purpose of financing renovation of
facilities or related equipment, the Cooperating Country shall, except as the
parties may otherwise agree in writing, furnish A.I.D., in form and substance
satisfactory to A.I.D., evidence that:

(a) Appropriate authorities of the Cooperating Country have approved
the conversion of such facilities for operation on a fee-for-service basis.

(b) Appropriate cost estimates are in hand for carrying out such
renovation work and procurement and plans exist to obtain necessary equipment
and commodities,

(c) Appropriate plans exist for operation of such facilities, once
renovated and equipped, on a fee-for-services basis,

(3) Additional Disbursements: Credit for private Health providers

conditions precedent and covenants relevant to this component will be
confirmed prior to cbligation of A.I.D. funds therefor.

c. Covenants
The Cooperating Country shall covenant substantially as follows:
(1) The Cooperating Country will provide, on a timely basis, all

local logistic support as may be required to ensure effective use of
Grant-financed goods and services,



- II1 -

(2) The Steering Committee and the Project Directorate will meet
formally with the A,I.D. Project Officer, at least semi-annually, to discuss

major elements of Project progress,

(3) The Project Directorate shall furnish A.I.D. annual
implementation and financial plans.

(¢4) The Grantee shall mantain appropriate records, and provide to
A.I.D. on request the details of its counterpart contribution to the Eroject,

(5) Neither Grant proceeds nor funds derived from the Special Account
may be used to pay salary supplements or incentives except in accordance with

mutually agreed guidelines,

(6) Any taxes on expatriates arising under Grant-financed work will
be paid directly or reimbursed by the Cooperating Country from its own

s

Marshall D. Brown
Director, USAID/Egypt

G W Koy

Date




I. BACKGROUND AND RATIONALE

Egypt was a pioneer in the establishment of rural health services in 1942,
Since that time, a variety of innovative steps have been taken, including rhe
integration in 1952 of separate community health programs within rural health
units. The Government made a cammitment in its 1962 Constitution to provide
free health care to all citizens, and it has made a valiant effort by
developing over 2,000 rural health units and over 225 hospirals. However,
rapid population growth has exerted rremendous pressure on existing
facilities, and campeting budget priorities have prevented the expansion of
financial support. Lacking significant fees for health services, these
tacilities cannot provide quality services or expand to serve the increasing
patient load. It has became apparent rhat the good intentions manifested in
the Constitution cannot support an adequate system of quality health care.

A, Government Healrh Care Facilities

The Ministry of Health provides the following health care facilities:

@ Basic or Primary Health Care: Approximately 2100 rural health units and
55 smal: rural hospitals providing integrated clinic services for maternal
child health, school hygiene, camunicable disease control and general
therapeutic care. These clinics and hospitals service 20 million
out-patients and 16,000 in-patients per year.

@ Central and General Hospitals: Located in the Markaz and governorate
capitals, these major curative care referral units include 190 central and
general hospitals, providing health services to more than 21 million
alt-patients and 1.1 million in-patients annually.

e University and Specialty Hospitals: There are 25 University hospitals,
Specialty hospitals include pediatric/obstetrics, mental facilities, TB
and chest disease, cpthalmic hospitals, leprosy facilities, student
hospira.s, fever and communicable disease hospitals, and assorted
specialty and educational hospitals. They serve approximately 5.4 million
aut-parients and 216,000 inpatients per year,

® Semi-autonomous MOH Health Care Systems: There are t.) government health
care systems which operate with considerablz autonamy. Both charge fees
for quality health services, and have considerable control over staff and
other resources. The Health Insurance Organization (HIO) provides health
insurance for 3.5 million workers nationwide, and labor accident and
occupational health insurance for 6 million workers. Facilities include
66 polyclinics and medical centers and 25 hospitals. The Curative Care
Organization (CCO), encampasses 15 hospitals in Cairo and Alexandria.

The health care facilities directly administered by the MOH provide only
rudimentary services of relatively meagre quality, since their budgets are
limited and they cannct charge fees. The MOH budget of LE 35 million for its
basic or primary health care system provides less than LE 1 per person per
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year for health care service. These low expenditure levels cannot support
adequate service levels, maintenance of facilities and equipment, or the
retention of guality personnel.

The semi-autonomous health care systems, on the other hand, provide
satisfacrory service levels on a fee-for-service basis. Both the HIO and CCO
have relatively high degrees of client sarisfaction, indicaring a willingness
to pay for quality healrh care even when free health services of a lower
caliber are available, Borh services are in sound financial condition, with
net 1ncomes of 3 ro 12 percent on gross revenues.,

B. Private Healtrh Care Services

«
Private health cars services are a relatively small proportion of the total in
Egypt, camprising ll.2 percent ,of all health care expenditures and 8 percent
of all hospital beds. Currently there are no private health maintenance
organizarions, preferred providers, independent provider associrations or other
prepaid health care systems., As in most cauntries, private health care
practirioners are heavily concentrated in metropolitan areas.

The small size of the private health sector 1s to some extent a function of
rhe pervasiveness of public health facilities, However, the government now
welcames an expansion of the private health sector, since it cannot divert its
budget from crirical development priorities to expand MOH health facilities,
The relarive lack of private practitioners in provincial cities and rural
areas was previausly thaught to be a function of market forces, but recent
analysis indicates that lack of access to credit has been a stronger
impediment, Technical experience, along with inaccessibility of capital, has
impeded the development of prepaid group health care systems, The private
health sector nas tremendous potential to 1ncrease its share of the health
care burden in Egypt.

C. Constraints to Developing the Health Care Sector

Population growth and rising expectations are exerting pressure to expand
present health care facilities and improve services, However, development of
the sector faces a variety of basic constraints,

e The free health care policy prevents generating revenues to finance the
expansion of facilities or improvement of services, This policy was
intended to protect the poor, but it is not providing health care of
acceptable quality to any social graup.

e Because of competing developmental priorities, funds are not available for
expanding government health care facilities, Even if GOE or AID funds
were avallable to expand the system, without basic policy changes their
provision would create a heavy recurrent cost burden rather than provide a
lasting solution,
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e Government health care facilities lack control over staffing and other
resaurces, and are -he employer of last resor*t for medical school
graduates, These facilities mist be allowed %0 coordinate and con*rol
“heir inputs in order *o provide quality healkh service and a:%ain
efficient operation.

e The government has ordered tha* the HIO and CCC services be expanded -0
provide wider coverage, but sufficienk investment funds are not available
for developing new facilities, It is believed -ha* services cauld pe
increased significantly by incorporating modern managemen* sys*ems %o
replace present autda%ed and unsystema-ic practices.

e The private health sector is neither subs*antial nor dynamic, particularly
in the provinces and rural areas. Vigorous expansion of private health
practices and prepaid health care systems would relieve governmen* heal*h
care facilities of a considerable burden.

D. A Strategy for Sectoral Transforma*:ion

A permanent solu*tion %o these problems requires a compiete *ransformation of
"he policy framework, institutional structure, and financiai opera%ion of the
neal+th care sector, The Ministry of Heal*h is fully aware of *his, and is
prepared o make the necessary policy changes, convert its facilities %o
fee-for-service operation, and transform its health care system -0 a cost
recovery basis. The first requirement of this transformation is *the
improvemen: of health care services. The Cost Recovery Programs for Health
Project will provide funding and technical assistance for this purpose.

The HIO and CCO clearly demonstrate that health care systems can opera-e on a
cost recovery basis in Egypt. They provide a paradigm for the level of
service, organization and operation of financially viable health care
facilities. This Project will assist the MH in converting 40 selected
hospitals and 10 clinics of varying type and condition., Conversions include
institutional development and upgrading facilities and equipment. A
performance disbursement mechanism will provide funding for packages of 5 *o
10 facilities after AID has approved detailed, integrated plans and schedules
for conversion to a cost recovery basis.

In changing its policy fram free health care to fee-for-service, the GOE has
no intention of abandoning those who cannot pay. Rather, it is undertaking-a
*ransition from a system which clearly does not offer satisfactory service ko
anyone, to one providing improved health service to all social groups. The
CCO uses a stratified fee schedule wnich provides low-cost health service %o a
quota of indigent patients. A similar approach will be used in the converted
facilities, thus supporting higher quality service for all patients,

Although the HIO and CCO are currently operating on a sound financial basis,
they can be significantly improved. Both organizations use autdated
management practices, and cauld expand their caseload by using modern
management systems to coordinate and control their resaurces, This Project
will design and install management information systems for the HIO and CCO.
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This will improve their efficiency, and encaurage the spread of modern
management systems to other health care faciliries.

Expansion of the private nealth sector must be part of any canprehensive
straregy for i1mproving Egyptian health services. This project will develop a
credir program to privare practitioners, emphasizing loans for establishing
practices 1n peri-urban and provincial areas, It will also provide rechnical
assistance and encourage credit accessibility for developing group and prepaid
health care systems, This will stimulate an expansion of the private health
sector and diminish the ourden on government facilities,

E. Project Rationale

AID policy supports efforts to establish a sound financial basis for health
care systems. The AID Policy Paper on Health Assistance notes that "Health
financing activities should address development of private services,
fees-for-service, efficient resaurce allocation and use equitable distribution
of resaurces, cost containment, and the overall organiz-tion of the health
system.™ This 15 virtually a recipe for the Cost Recovery Programs for Health
Projecr, which responds o all rhese guidelines.

The USAID FY 1989 CDSS repeatedly stresses two themes: the need to control
recurrent costs, and rhe value of encauraging private sector expansion to
diminish reliance on government institutions. One of the three areas
identified for health and nurrition programs is expanding cost-effective
investments for health services, emphasizing cost recovery for a more rational
health financing system. The Project focuses on these themes by assisting the
government to convert health facilities to a fee-for-service cost recovery
system, and providing credit and technical assistance for expansion of the
private health sector.

The GOE's funding constraints do not allow for expanding health care
facilities and services, This constraint has stimulated the MOH to consider
sweeping reforms in order to expand facilities and increase the quality of
services, They are prepared to convert existing facilities to a sa:nd
financial basis by changing to fee-~-for-service operations, They are also
encauraging an expanding role for the private sector in carrying the burden of
health care in Eqypt. Both of these are important elements of the Cost
Recovery Programs for Health Project. USAID/MH coammittees have been
developing the project since 1984, and are in agreement on its strategy and
basic approach.

F. Relationship to Other Projects and Lessons Learned

USAID has gained considerable experience with the Egyptian health sector and
health care delivery through faur Mission health projects: Strengthening Rural
Health Delivery, Urban Health Delivery Systems, Suez Medical Education, and
Control c¢f Diarrheal Diseases. These experiences have yielded lessons on what
works in project design, project management and implementation. These lessons
are reflected thraughaut the Project.
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IT. PROJECT DESCRIPTION

A. Project Goal and Purpose

The goal of the Cost Recovery Programs in Health Project is to improve the
health of the Egyptian people by enhancing the quality, availability,
sustainability, and accessibility of health services,

The Project purpose is to establish a sound financial basis for the health
sector through cost recovery systems.

To achieve its goal and purpose the Project includes a camprehensive approach
involving three camponents. Camponent One will assist the GOE in implementing
policy changes and institutional development for converting selected MOH
hospitals and clinics to fee-for-service facilities providing improved health
services and operating on a cost recovery basis. Component Two promotes the
modernization of management practices in two leading health care systems
currently operating on a cost recovery basis, to improve their efficiency and
spread these improvements to other institutions. Component Three focuses on
the private health sector to encaurage its expansion, and diminish the MOH
burden accordingly, by providing funding and technical assistance for the
expansion of credit to private practitioners and the development of prepaid
group practices. Detailed descriptions of the three camponents follow,

B. Component One: Conversion of MOH Hospitals and Clinics to Cost Recovery
Basis

The HIO and CCO have clearly shown that health facilities in Egypt can operate
successfully on a fee for service basis and recover their operational costs.,
It is equally clear that substantial fees cannot be charged without providing
improved medical service, which calls for considerable investment in
institutional development, improved facilities and equipment, and financial
systems development. The HIO/CCO examples demonstrate that a viable cost
recovery health facility is mich more than good doctors in an adequate
building, It must have effective management to allocate personnel and
physical resaurces efficiently, and it requires concise and timely information
to monitor financial and other operations, 3

The MOH is prepared to make the policy changes and structural modifications
required for cost recovery operation of its facilities. As a basis for the
project it will issue a decree designating selected hospitals as Cost Recovery
facilities, with requlatory status similar to the HIO and CCO., This means
that fees can be charged to cover the cost of operations, and revernues can be
retained in the facility for its operation, maintenance, and improvement., It
also means that skilled personnel can be hired via annual contracts which
piovide more adequate pay in return for specified higher level performance.




L 13

A Project Steering Committee which participated in development of ‘“he project
will be revised to direct its implementation. A Project Directorate will be
created within the MOH to undertake implementation of Component Three, wikth
U.S. and local technical assistance contractors to provide necessary Support
for conversion of facilities ko cost recovery systems, This mechanism has
been utilized previously on USAID/MOH projects, and orovided sakisfactory
implementation arrangements, Appropriate managerial and kechnical personnel
will be assigned to the Directorate by MOH as a condition precedent %0 initial
disbursement. No new personnel will be hired for rhe Directorate, which will
be a temporary organization to be absorbed into “he MOH before project
completion. No AID funds are provided for salary supplements,

Component One will provide $45 million to support the conversion of 40
nospitals and 10 clinics into cost recovery facilities., This includes
lmproving management systems, upgrading service delivery systems, enhancing
personnel effectiveness and productivity, and rehabilitating facilities and
equipment, Each health facility is unique, and thus the mix of inpuks will
differ in each case,

Detailed plans for institutional development, upgrading facilities and
equipment, and financial monitoring and control systems must be prepared and
approved as a basis for proceeding. These plans will include:

® Assessment of baseiine institutional, physical, and financial condi‘-ions.,

e Specification of scope and quality of planned services and anticipated
patient load,

e Detailed plans, cost estimates and schedules for cost effective
renbabilitation and conversion of facilities to support improved services.

e Specifications, cost estimates and rationale for new equipment,
@ Plans for staff training and development,

e Plans for design and installation of management systems, including
information systems, maintenance and inventory controls, and financial
management systems,

e Integrated system plan and schedule for completing conversion of the
facility,

® Specification of fee structure and projection of revenue and expenses,
demonstrating financial feasibility of conversion to cost recovery.

These conversion plans will be certified by the MOH and reviewed and approved
by USAID in blocks of 5 to 10 facilities. A rigorous performance disbursement
plan will provide funding for each package, in order to control both the

design and implementatior process. The initial disbursement will require the
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MOH to issue a decree specifying the conversion of selected facilities to cost
recovery status, assign staff to the Project Directorate, and prepare plans
for developing its management capabilities, A second disbursement will fund
project startup, including technical assistance for developing specifications
and general plans, and securing a long term technical assistance contractor to
provide support for the conversion of facilities to Cost recovery operation.

A third disoursement will provide funding for an initial block of 3 or 4
facility conversions, after the above plans, specifications and procedures
have been develioped and approved. Subsequent performance disbursements will
be made for each consecutive Conversion Package, based on the feasibility of
the plan and the implementation of previous conversions., The performance
disbursement plan 1s described in greater detail in Section III, and presented
Ln Annex b,

Component One involves three basic activities: (1) Institutional development,
(2) Technological Improvement, and (3) Financial Systems Development,

1. Institutional Development

Instirutional development activities will focus on achieving improved
management systems stressing flexible and responsive approaches such as those
pioneered by the CCO and HIO systems. They will also emphasize staff
development ro improve capabilities to manage improved health care services
and cost recovery systems., Specific areas for systems development will be (a)
designing and applying policies, procedures, regulations, quidelines and
standards (PPRGS); (b) administrative, staff development/productivity systems;
(c) management information systems to monitor and control the operations of
each cost recovery facility; and (d) logistical management systems to maintain
quality services, facilities, and equipment,

a. PPRGS Development and Institutionalization

Development of management policies, procedures, rules, regulations guidelines
and standards (PPRGS) will be critical to implementing and coordinating the
cost recovery system. PPRGS development will be a key aitput of second
disbursement funding and a prerequisite deliverable prior to Disbursement
Three., The PPRGS will be used by the Directorate and USAID project management
as a matrix or *cookbook” for gquiding the development and evaluation of cos*
recovery services in the targeted facilities and for other future cost
recovery activities,

The PPRGS will be developed by the Project Directorate in collaboration with
national and governorate health professionals and private sector experts,
assisted by expatriate and local technical assistance, Approximately, 110 pm
of TA wi.l be available throughout the life of project for design and
evaluation activities related to PPRGS development, Successful camponents of
the CCO, HIO and other exemplary GOE/private sector health systems will be
used as a basis for PPRGS develomment, Very detailed guidelines for
developing the PPRGS system have already been prepared, and are included in
Annex M.

Y
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b. Management, Personnel and Staff Development Systems

Management, administrative and personnel systems will be developed by adapting
and applying the general systvems autlined in the PPRGS to each of the cost
recovery faciliries by the Prc)ect Directorate, the cost recovery facility
managemenr taam and technical assistance contractors. The project will
provide 30.5 pm of expatriate TA for design/evaluation and 96 pm of local TA
for project development assistance to each facirlity, Cost recovery facilities
can access approxinarely 12pm of TA each (600 pm total) for institurional
development >f appropriare PPRGS and administrative/personnel systems.

e Personnel efficiency and productivity will be improved by adopting new
personnel practices including contract hiring, concise definirions of
responsibiliries, and performance evaluarions.

@ Staff development will be introduced through on-site training for
management personnel which will include at least 130 hours of formal
training per facility in relevant aspects of management and
administration. The Project Directorate will work with the Director of
each facility to prepare a rraining plan and administer all training.

e Special rraining workshops and seminars will be prepared to present new
approaches for implementing cost recovery methods and improving the
quality of health care services. These will be conducted by local
contractors, and will include 6 person months of staff training per
facility and 40 person months for the Project Directorate staff and other
MOH/GOE otficials.

o Approximately 60 months of short term training and 60 months of on-the-
job training we 1 expose MOH/GOE health care personnel to state of the art
managerial and quality care practices associated with cost recovery
activities,

Procurement and contracting are important administrative skills when
converting to cost recovery operations. The Project provides approximately 14
pm of assistance to the Directorate and 4 pm to each facility (total of 200
pm) to umprove these skills.

Cc. Management Information Systems

Management information systems will be designed and implemented to provide
timely monitoring, evaluation and feedback for each of the 50 cost recovery
facilities. PPRGS will autline basic requirements for initiating an adequate
management information system in each cost recovery facility. Directorate
consultants in collaboration with the facility management will develop a MIS
plan with electronic and manual camponents., Key areas will be management data
(service unit use analysis, financial management/cost accounting and basic
management controls), maintenance management, logistics/inventory control and
basic patient registration informaticn. The project will provide
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approximately four microcomputers per facility and appropriate software for
financial spreadsheets, inventory control, word processing, data
storage/retrieval and basic statistical analysis.

To facilitate MIS development, Component One will assist the MOH with 26 pm of
design/evaluation expatriate TA, 132 pm of Directorate TA and 12 pm of TA for
~each facility (600 pm total). Contractors will work with project and facility
staff to develop and install an integrated system for facility management and
Lmproved patient care, 3

d. Logistics/Maintenance Management Control System

Qurrently, few MOH/GOE health facilities have adequate management control
systems for maintenance or logistic/inventory control. The project will
introduce preven-ive/operational maintenance programs for equipment users;
monitoring facilities and equipment through graded indicators (red/amber/green
operational status); and minimum downtime for inoperable equipment.
Appropriate shelving and storage facilities will be provided. Maintenance and
logistics/inventory management practices will be cutlined in the PPRGS.

peveloping the PPRGS for maintenance and logistic/inventory management will be
aided by 26 pm of expatriate TA. The Project Directorate will insure that the
PPRGS are appropriately adapted to the cost recovery facilities through some
192 pm of local TA which will be the largest single TA camponent available
from the Directorate, Component One will provide each facility with
approximately 12 person months of maintenance and logistic/inventory
management TA, a 600 pm total.

Approximately six person months of on-site training will be available to each
facility and 40 person months for Directorate and other MOH/GOE officials
(total of 340 person months of local training). The major focus of the
training will be workshops to identify optimum preventive maintenance,
operational maintenance and equipment repair procedures,

2. Improvement of Technology and Facilities

This activity involves upgrading diagnostic and therapeutic services in cost
recovery facilities through appropriate equipment, facility renovation, and .
equipment use training. Diagnostic and therapeutic services in most MOH/GOE
facilities are seriously underfunded and deficient, particularly quality
laboratory services. A major focus of equipment purchases and renovations is
to improve the diagnostic and therapeutic capability and operational
efficiency of cost recovery facilities,

OQutpatient, pediatric, ob-gyn and surgical services are usually high
demand/volume services critical to quality patient care and the success of
cost recovery programs, The project will focus on improving these services
through better equipment and appropriate facility renovations, including basic
sanitation and utilities upgrading.
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Laboratory services are essential to providing quality health services and are
a major source of revenues, Appropriate level laboratrory services, including
hematology, microbiology and biochemistry, will receive high priority. With
improved equipment capability, significant improvements can be realized in
accurately diagnosing many infectious, metabolic and hematological diseases.

The project will provide substantial technical assistance for A&E and
commodity procurement., The Project Directorate will use some 180 pm of local
TA for inirial planning and monitoring of renovations, and the cost recovery
facilities will use a total of soame 960 pm of A&E TA for assistance i
designing and supervising renovations, It is estimated thart clinic renovations
will require approximately 12 pm each, small hospitals .8 pm each and larger
hospitals some 24 pm each. Same 200 pm of purchasing/contricting TA will pe
provided to assist with medical equipment specifications, preparing and
evaluaring RFTPs and contract negotiations, Significant portions of the 132
pm of Directorate and 600 pm of facility TA for maintenance and logistic
contrel can be used to insure the appropriate use and maintenance of
laboratory and other patient care equipment and renovations,

3. Pinancial Systems Development

This activiry will provide (a) macroeconomic analysis and policy development
for the health care sector; and (b) financial management, analysis and
accaunting procedures to manage cost recovery facilities and utilization of
locally generated revenues,

a. Macroeconamic Health Sector Policy Analysis and Development

Component. One will provide approximately 52 person months of technical
assistance to facilitate analysis of the determinants of cost effectiveness,
efficiency and benefit measuremencs for the health care delivery system. The
Project Directorate will prepare the econamic analysis data in coordination
with appropriate MOH opecrational units. The MOH will use this information to
facilitate developing the cost recovery system and for budgeting health
delivery services. Particularly important deliverables for the macroeconomic
health sector management plan wi'i be the design, implementation, and
evaluation of the following systeus:

¢ Management control system to compare the operation of various facilities
within the MOH/GOE health system, particularly cost recovery facilities.
Key management control areas of interest include cost effectiveness;
efficiency and benefit indicators for facility performance; financial
programning methods; budgeting methods; reporting methods; and fiscal and
operational analysis methods.

e Budgeting/Fee Setting/Capitation systems to determine the overall extent
to which cost recovery can augment current GOE budgetary requirements for
health care services in varioaus socioceconomic settings.

.
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o Economic Failure Avoidance Review systems to facilitate understanding of
the characteristics of successful and unsuccessful efforts of cost
recovery facilities to achieve financial self sufficiency.

e Financial performance profiles to include paid patients versus subsidized
patients per unit and per facility; payroll expenses, staffing patterns
and employees per average hospital census per day; payroll expenses per
employee; and total expenses per bed per unit per day, including commodity
and pharmaceutical expenditures,

b. Financial Management Systems

The financial systems of the GOF/MOH health care system will be improved by
developing and adapting the financial management PPRGS to cost recovery
facilities., The Project Directorate will develop the financial management
PPRGS in collaboration with national and governorate level health
professionals and subsequently provide technical assistance to each cost
recovery facility to adapt the PPRGS to local settings. The project will
provide the Directorate 12pm of eypatriate TA for design/evaluation and 132pm
of local TA for design/evaluation and assistance to facilities. Each cost
recovery facility will be provided with approximately 12 person months of CPA
technical assistance (600 pm total) to implement appropriate cost recovery
financial management systems/accounting practices and staff training,

Increasing the capacity of the system to provide standardized periodic
reporting data will be the focus of design and evaluation efforts. Financial
management systems will include:

¢ Accounting systems, compatible with GOE standards, designed and
implemented for revenue centers, expense centers, mission centers, key
service centers, program centers and opportunity costs,

e Standard accaunting formats evaluated and defined for cost recovery
facilities which autline balance sheet revenues/expenses; changes in fund
balances; working capital; changes in financial position; activity
revenues; oosts and incame.

e Formatted audit quides for facilities.

o Budget development procedures cutlined; data development (historical and
forecasting); and unit budgets.

All plans for facility performance disbursements will include sub-plans for
developing financial management, control and accaunting systems for each
facility. Evaluation of previously funded financial systems should be
campleted prior to submission of new distursement plans to insure appropriate
modifications for the cost recovery system,
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4. End of Project Status for Camponent One Activities

e Cost recovery management systems and provider services in 40 hospitals and
10 clinics.

e Cost recovery facilities recovering operating costs from at least 60
percent. of patients.

® Locally generated funds being appropriately managed and used to Lmprove
preventive and curative care services in the facility and canminity,

® 80 percent of the cost recovery facilities achieving operational
self-sufficiency.

e Cost recovery facilities using cost effective contracting mechanisms for
hiring staff and providing essential services.

® Appropriate PPRGS system developed end frequently modified for use by the
Project Directorate and cost recovery facilities.

e Improved quality of services for patients/clients of targeted cost
recovery facilities,

B. Camponent Two: Management Improvements for Existing Cost Recovery
Facilities

There are two health care systems currently operating in Egypt on a
fee-for-service basis and recov~ring most or all of their costs. They are the
Health Insurance Organization (HIQO) and tiie Qurative Care Organization (CCO).
Both serve as a paradigm for the conversion of other MOH hospitals and clinics
to a cost recovery basis. Camporent Two will provide funding and technical
assistance for improving the management information and control systems of
these and other health care systems.

The HIO and CCO have both autgrown their rudimentary management procedures as
they expanded fram single care institutions to larger systems of facilities.
Their management practices and performance monitoring procedures have became a
patchwork of arrangements which mostly are designed to deal with problems
which faced these organizations at earlier points in their evolution. Medical
service operations and financial controls are monitored using outmoded systems
and procedures which cannot offer timely information or effective control.
Inefficient cost recovery is the result. Modernization of the CCO management
systems will not only increase its internal operating efficiency, but will
spread these benefits thraughout the Egyptian health care system.

1. Proposed Component Two Activities

Camponent Two will provide effective programs to modernize the HIO and CCO
management systems; investigate and apply other management ideas through
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operations research; and introduce these innovative systems tc other health
care programs, The HIO and CCO will each prepare proposals for developing and
installing Management Information Systems (MIS) and submit them to the Project
Directorate, These proposals will include at a minimum the following:

e General description of planned activities including schedule, costing,
equipment (including hacdware) requirements,

e Anfticipated relationships and benefiks to the other Project components,

e Training and technical requirements including software needs; staffing
implications ko the organizations.

© Other specifications and details as derermined necessary by the Steering
Cammitree,

Project funds will be availlable to both organizations for preparation of their
proposals. It is anticipated rthat in addition ko Egyptian expertise, some
aukside rtechnical experts in MIS will be required ko assist with proposal
preparations, Approximately three person months (Management Specialist,
Systems Design Expert, Information Specialist) over a 30 day period for the
HIO and six person months (same specialists) over a 60 day period for the CCO
will be required for preparing proposals. As noted below, HIO already has
considerable experience with MIS development,

The proposals will also form the basis for Requests for Technical Proposals
(RFTPs ) for both organizations for contracting the required technical
assistance, training and equipment needs to implement the HIO and CCO
management information systems activities, Project funds will assist both
organizations with this step once their proposals have been accepted by the
Steering Camittee,

Requests for assistance from university facilities and professional health
organizations will go through the same approval process., Funds for preparing
proposals to the Steering Committee will be available as needed. However, it
is anticipated that funding levels for these operations research activities
will be small (not expected to exceed $500,000 per activity). Therefore, rthe
need for cautside assistance to prepare proposals will be limited.

2. Sub-activity Descriptions

a. Health Insurance QOrganization

The HIO established a successful and innovative computerized management
information system for beneficiary registration and drug usage control at its
branch in Alexandria. Financial support for technical assistance, software
development, training and hardware (mini and PCs) was provided thiaugh the
Urban Health Delivery System Project (UHDSP) No. 263-0065. The dIO made a
very significant contribution to the activity with its support of staff
salaries, new positions and construction.
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The HIO now has a trained staff with considerable experience in computer
operations, and is satisfied with i*ts results and confident in its
sustainability, The HIO will now expsnd the system in Alexandria by upgrading
the patient records system, cost accounting procedures and rhe patient care
quality assessment program. HIO also plans ko expand the MIS +o the Narional
Headquarters in Cairo and +o at least one of the other remaining branches
(mosn likely Cailro Governorare) using experiences and systems developed in
Alexandria.

Currently, the HIO 1is conducting a feasibility study for expansion of its MIS
system 1n Alexandria. 71he expansion will provide management at all levels
with timely and accurate information so that plans and objecrives can be
achieved or, as needed, changed to accammcdate new circumstances. The
feasibility study will be completed by the rime this Project is funded. The
results of the feasibiliry study, wnich will also examine appropriateness of
the remaining MIS modules (cost accounting, patient records, quality
assessment ), will form the basis for the HIO proposal ko the Project
Directorate for funding suppor*.

The trained staff of the HIO Alexandria Branch can play a significant role in
expansion of the MIS ko its other branches and perhaps to other organizations.
Training facilities in Alexandria and elsewhere can be used to run focused
skills upgrading sessions 1n data management, data processing and service
delivery. Where canputerization is not practical, the lessons learned from
creating and handling mechanical data bases can be passed on to those
responsible for manual data handling. The idea will be to culkivate a
systemic and organized approach to data handling and interpretation, Project
funds can be used to refine and further develop these training modules.

b, Qurative Car:z Qrganizakion

The CCOs are currently operating at close to a break-even point. However,
improved management informetion systems will greatly improve their efficiency
and effectiveness of operation and provide experiences and lessons that can be
applied %o other facilities as cost recovery programs expand araind the
cauntry. Camponent Two will provide assistance to the CCO in setting up such
a MIS. The first step will be o develop a camprehensive system based on the
CCOs' current manual system., This will include financial and accounting
systems and inventory control. Where necessary, the manual system should be
filled aut and completed. Once a good manual system is in place,
camputerization can proceed.

Another activity will be improvement of the patient record system. This
system will be set up along established hospital and clinic record-keeping
systems that exist in the U.S. and Egypt, particularly the system that will be
developed by the HIO., The patient record system will also be set up so that
other medical statistical data can be easily obtained for performance
reporting and program/services planning,
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Experiences in developing HIO's MIS will be used by *he CCO %o develop *heir
own management informa%tion systems, For example, HIO has Arabized i*+s
sof~ware. They understand *he MIS needs of a heal*h care provider organiza%ion
in Egyp%, and “hey have *-rained s:aff *hat can “ransfer knowledge %¢ *he CCO.
In effect, HIO has already campleted mich of *he research and developmen*
required O gew MISs up and running, The availability of *his knowledge will
shor-en “he period required for “he CCO *o develop i=s managemen® informa-ion
sys*-em,

c. Innovative Managemen* Improvemen® and Policy Dialoque activities

Proposals pu*t forward by universi*y health care facilities and o*her heal*n
care providers such as professional organizations will also be suppor-ed by
*he Project. Individual funding levels for such activities are expected -0 be
be*ween $25,000 and $250,000. The Project Steering Camni*%ee will decide on
*he merits of individual proposals and will set funding levels as appropriate,
There mus* be a clear benefi* %0 *he overall project purpose for a proposal *o
pe acceprted. Specific activities ~hat might be funded from %his innova-ive
activities fund inciude:

e Development of small computerized MISs for graup and individual medical
practices, #funds will be used ko -est *the *echnology and develop a
prototype only. Funds required by health care providers %o set up a MIS
in *heir practices will came fram other saurces (such as bank loans).

e Development of MISs for university health care providers, either manual or
canputerized or both,

e Development and distribu*ion (e.g. printing costs) of informa“ion packages
for improved management techniques for small-size health care providers.

e Policy dialogque conferences and *raining 3essions in Egypt ko explore cost
recovery practices and progress.

e Policy dialoque studies.

3. End of Project Status for Camponent Two Activities

e Utilization by HIO and CCO of modern integrated management systems for
monitoring and control of staft, commodities and resaurces, general
operations and provision of health services, and financial opera*ions.

e Service delivery expanded in HIO and CCO witnaut developing new facilities
or addition of new staff.

e HIO and CCO capable of providing technical assistance fo other interested
health organizations for designing and implemeriting management information
systems.,
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e Innovative management improvements in place and contribu%ting %o more
efficient operations a% selected universi-y health care facili*ies and
other he=l+h care providers such as proressional organizations.,

C. Camponent Three: Expansion of Priva*te Heal*h Care Practice

Priva*te sec-or practitioners and insti*u%ions have grea* poten+ial for
expansion, which wauld relieve government health care facilities of some of
*heir excessive burden. However, +heir grow-h has been impeded by a varie-y
of factors. <Camponent Three will address some basic constrain+s and fos*-er
~he expansion of private sector heal+h care.

Private practitioners are highly concentrated in large me-ropolitan cen*ers
such as Cairo and Alexandria, and have a much smaller presence in provincial
citi1es and virtually none in villages. MOH hospi*tals and clinics ms* fi1ll
*his void, but have been unaple tu provide quality health services. The
distrinu*tion of private practi*ioners 1s %o some extent a function of *he
marke*, ou*t recen- studies have clearly indicated *ha% provincial and village
clients can and will pay for quality health services,

Heal*h finance exper%s have iden*ified inadequa*e access *0 commercial credi*
for s+ar-up and expansion of private practices as a cri*ical constrain+ *o *he
expansion of private sector health care autside *he major me-ropoli*an
centers. In particular, it has been faund that many doctors who work a* MOH
facilities and "moonlight" after hoaurs would prefer -o leave governmen*
service and set up full *ime private practice 1f they cauld secure credi* for
*he considerable investment required., Thus credit availability would no% only
s+imulate expansion of the private sector in non-me:ropoli*an areas, bu*- also
wauld draw surplus labor which may be displaced by *he conversion of MOH
facilities to cost recovery operartion.

Another basic conskraint is a relative lack of modern management
capabilities., Individual, graup and prepaid health care practices use
rudimentary systems for monitoring and controlling personnel and physical
resaurces, for managing costs and billing clients. Camponent Three will
provide *technical assistance and training %o enhance the managerial
capabilities of these private practices, improving the quality of health care
and facilitating greater efficiency and profitability. This shauld encourage
expansion of private heaith care practices and diminish the burden of
government facilities.

The major activities proposed under this component are (1) augmenting *he
institutional capacity and tinancial motivation of private sector cammercial
lending institutions to provide loans to private health care practitioners;
(2) improving rthe technical capability of cammercial banks for financial
analysis and services; and (3) improving the capacity of private health care
providers to develop cost effective private, graup, and prepaid health care
practices. These activities are described in detail below.

gl \\
43
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1. Expansion of Credit for Private Sector Healkh Care Practitioners

Egyptian commercial banks have kraditionally had little involvement with
private sector health practitioners. The small size of the average loan ko an
individual medical practice, and the complexity of financial analysis and
credit requirements for prepaid healkh care services, has made the health
sector less attractive for loan activity than other private enterprises,

Other obstacles are the high collateral requirements (fixed assets at least
100 percent of lcan value), and lengthy loan processing time,

The project will utilize an organization developed by another AID projeckt fo
address similar problems of credit for small scale enterprises. It is the
Small Enterprise Credit Guarantee Corporation (CGC), an element of the Private
Enterprise Credit Project (No, 263-0201)., Component Three will provide
additional capitalization ko CGC for guaranteeing loans to private health care
practitioners. and technical assistance and training in the special
characteristics and requirements of the health sector to the CGC and private
cammercial banks.,

The project will provide $33 million for additional capitalization of a credit
quarantee fund in the CGC specifically designated for loans to private health
care practitioners. The design contractor for credit and banking estimated
these credit needs at $118 million (LE equivalent) during the life of

project. Credit guarantee programs usually start out with 100 percent
coverage of each loan, but after participating banks become accustamed ko the
new client group and realize their credit worthiness, coverage can be
decreased to 50 percent or less. Leveraged in this fashion, project funds
can provide credit guarantees for well over $70 million in loans by the end of
project,

Loan criteria will emphasize credit for health care practitioners in
provincial cities and the rural service areas of MOH hospitals and clinics.,

In metropolitan areas, loans to graup practices and prepaid health care
organizations will be encouraged. Loan portfolios of participating banks will
be reviewed annually by the COGC to assess the targeting of loans as well as~
default rates, quarantee claims, and other loan servicing criteria.

The CGC has been under design for two years, and is scheduled to have staff®
and facilities by the end of calendar 1988, Since it will require initial
institutional development and training, it is not planned to be fully
operational for another 12 to 18 months. During that interim, until the
technical assistance contractor has been selected and mobilized, a PSC
consultant will monitor the development of CGC and make preliminary plans and
initial preparations for the contractor's activities, AID will obligate funds
for credit gquarantees after the CGC has developed the institutional capability
to respond to the special requirements of the private health care sector.

The technical contractor will assist the OGC in establishing an accreditation
and rating system for banks wishing to participate in the gquarantee program.
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The system wi 1 assess each bank's qualificarions for participating, and
astablish a ceiling for healrh loan quarantees, This eliminates *he need for
micro-management of loan applicarions by rhe CGC, since any loan meeting CGC
criteria and within the quarantee ceilling will pe virtually automatic. To
dare, apaut 25 percent of banks permitted to conduct ousiness in local
Qurrency have expressed interest in the program, and i* is anticipated that
more banks wiil become interested as the program gets underway, Accreditation
will pe carried out by a panel of senior banking experts, and reviewed
periodicaly; .

Component Three will also provide *echnical assistance and *training o the CGC
Fo improve its capacity for servicing loans o private health care
practitioners, This will include financial analysis, loan evaluation, access
ro and exchange of credit information, insurance, claims sertlement and
guarantee recovery, and marketing the loan quarantee program in the health
camminity. These activities are aimed not only at creating these capabilities
in the CGC, tut at developing the instirutional capacity for CGC *to provide
technical assistance and fraining R0 participating cammercial banks, The CGC
will assist rhese banks in developing flexible systems responsive ko the needs
of privare practi*tioners, simplifying and streamlining documentation for loan
processing and monitoring, and developing effective and efficient management
procedures for decreasing transaction costs,

2. Technical Capability of Participating Cammercial Banks

The project will provide technical assistance to improve the loan processing
and monitoring capabilities of participating banks. Streamlining a-d
simplifying *heirr procedures will decrease rhe cost of originating and
managing loans o private health care practitioners, making such loans more
attractive ro cammercial banks., Assistance will include developing
appropriate management information systems and health sector market assessment
SKkills,

Component Three will assist the CGC and its member banks to develcp compatible
management information systems for health sector financial data, market
information on health sector providers, practices and other health sector
information needs. The Project will provide 84 person months of systems
analyst assistance over the first five years of the project to develop and
implement appropriate management information systems, to include designing,
resting and installing software in the CGC and participating banks.
User-friendly software will be developed for simple and rapid processing of
standard health care practice loans., The package will provide standard
questions and data processing capabilities to facilitate rapid eligibiliry
assessment for health care finmancing.

The Project wiil also provide technical assistance for CGC to conduct an
initial series of market profiles on health sector practitioners and
institutions. The Project will provide 12 person months of market analyst
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rechnical assistance, and survey expenses including 36 months of survey kime,
per diem, travel, and data processing.

3. Management Capabilities of Individual/Group and Prepaid Group Practices

The project will provide rechnical assistance, training, and operations
research activities £o individual, group or prepaid heal*h care pracrices
khrough a direc: AID coatract with a U.S. conrractor and appropriate Egyptian
subcontractors. Approximately 132 person months of exparriate and 551 person
months of Egyptian technical assistance will be provided. Training will
include 980 person months of formal in-cauntry training, 70 person months of
U.S. on-the-job *raining, and 12 person months of U.S. or third country
short-rerm *raining. Selected operations research activities will be devored
fo developing improved management approaches and procedures, Deralled plans
for rechnical assistance and hraining will be included in technical proposalis
submitted by potential contractors. All contractor technical assistance and
rraining activities will pe coordinared with rthe relevant CGC assistance %o
participating commercial banks,

a. Individual and Graup Practices

Component Three will provide rechnical assistance and training o individual
and group practices to improve management practices and upgrade the quality of
service, Same 120 person months of local and 33 person months of expatriate
rechnical assistance will be devoted to the preparation of publications,
workshops, seminars and on-the~job training, as well as specific assistance *o
a limited number of practices. Soame 4,800 private health care practitioners
will develop improved management skills as a result of these activities.

The contractor will produce a management guideline booklet in Arabic and a
rraining aurriculum for developing management skills for individ.il/aroup
practitioners. The quidelines and curriculum will include key areas for
management and service quality inprovements such as office management, filing
procedures, and management information systems; staffing requirements,
workplans and practices; financial accaunting and billing practices; use of
cammercial banking system and credit services; patient registration and record
systems; office care practices; and clinical laboratory operations and

contracting.

Subcontracts may be developed with the Medical Syndicate, the Junior Medical
Doctors Association, or local consulting firms to provide approximately 800
person months of management training for health care practitioners., Software
packages to assist in managing private practices will be developed with some
24 person months of systems analyst and programming skills,

b. Prepaid Group Systems and Practices

Prepaid systems are an attractive alternative to fee-for-service private
health care, because they focus on preventive health measures and motivate
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physicians to control health care costs. Private health care practitioners in
Eqypt have had limited experience with designing and implementing prepaid
health care systems, Component Three will devote *he major porrion of irs
rechnical assistance to develcping new prepaid health systems, Approximately
176 person months of local and 153 person months of expatriare rechnical
assis-ance w1 .l be used %o develop some 30 prepaid health care pracrices.
Approximarely 180 person months of local *training and 70 person months cof
on-the-job *raining :n *he U.S. or third cauntries will also be provided,
Approximartely 20 operations research acrivities will also be conducted 1n
support of designing and implementing the prepaid health care systems,

The Project will foous ihs technical assistance and *rarning on key managenen*
and service delivery 1ssues for designing, implementing, developing,
monitoring, and =valuating effective and efficient prepaid systems, Detailed
opera%ional plans and projections will enable the organization o estimare
initial revenue and expenses and to apply for credit. Wikhin +the firsr year
the *echnical assistance team will develop a financial planning model
including appropriare procedures, methods, quidelines, and standards for
developing prepaid health care sysrems.

The model will encampass all important variables for designing prepaid
systems, These include expected annual use of medical and health care
services, alternative organizational structures for providing various health
services, and alrernative staffing patterns and levels for service and patient
load designs, It will also include methods for making estimares under various
design assumptions of critical planning variables such as: costs and revenues,
external funding needs, patient loads, system size, premium levels and
caprtations on annual cash flow; physical resaurces, equipment and expendibles
requireiments for given services and patient loads; anc annual cost projections
and revenue gschedules for system management, The model will also assess key
organizarional and coperational policies which could result in low initial
operaring <osts, low indebtedness, and early profits,

The *echnical assistance team will also develop a model management information
system and software package rto monitor indicators of *he financial planning
model curlined above and other sensitivity indicators which measure service
quality and cost data associated with systems operations. These indicators
might include service use by enrollees; days of hospital care per enrollee;
premium levels and payments; health provider productivity indices; use and
cost inflation rates for various services, contracts, facilities or supplies.

The contractor will use these financial plans and management information
systems to assist with developing and implementing all training and technical
assistance. The conftractor will revise these procedures based on the
experience of other prepaid health care providers in developing their systems.

4. End of Project Status for Component Three Activities

Camponent Three activities will lead o the following accamplishments by the
end of the Project:

'?/ ;
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Approximately 14,000 physicians adequately capitalized in private, group,
or prepaid pracr.ces.

50 percent of project supported private medical practices operaking a* a
profi* and providing quality services.

Approximately 45,000 patients receiving services in prepaid health care
pracrices,

A+ least 10 commercial banks providing appropriate financial credit
services,

A+ leas*t 4,800 health care providers trained in improved management and
financial prackices *o operate cost effective privarte health care
practices.,

Thirty prepaid health care systems developed.
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I[II. COST ESTIMATES AND FINANCIAL PLAN

A, Cost Estimates

1. AID Conkribution

The Cost Recovery Programs for Health Project will provide up ko $95.0 million
in AID grant funding, of which an estimated $20.0 million will be in local
aurrency costs, The USAID Mission Accounting and Control System (MACS) will
ukilize six major project elements for financial reporting: (1) Support
Services including kechnical assistance and operational support for the
Project Directorate, $20.9 million; (2) Equipment/Commodities, $14.0 million;
(3) Faciliky renovarions, $21.0 million; (4) Training, $4.6 million; (5)
Guarantee Fund, $33.0 million; and (6) Evaluation and Audit, $1.5 million.
Table III-A presents details on proposed AID funding by camponent and
sub-activity.,

Cost estimates were prepared by technical design contractors in concert with
the MOH and reviewed by USAID. For Camponerit One the institutional
development estimates were prepared by design contractor and reviewed by the
USAID Health Office. The cost of facility renovations and new equipment was
estimated by MOH and USAID, USAID has considerable experience with the
rehabilitation and upgrading of hospitals in Egypt, having completed 51
hospitals and clinics under the LAD Programs and Urban Health Project.
Variation in the cost of upgrading each of the 50 hospitals and clinics
proposed by this ptuject will be considerable, but in general the cost
estimates are in accord with previocus experience., The USAID engineers and
project officers familiar with these activities have been consulted, and the
Project Design Committee has concluded that the requirements of FAA 6ll(a) for
engineering plans and reasorably firm cost estimates have been fulfilled.

Cost estimates for Camponent Two are based on the considerable experience of
the Urban Health Project with design and installation of a management
information system in the Health Insurance Organization. The requirements for
upgrading the present system in the HIO and expanding it throughout its
branches can be accurately specified, Estimates for designing a new MIS for
the Qurative Care Organization are adjusted to allow for their lesser
experience, Additional funds for management improvements in other
organizations will support small unsolicited proposals until they are
exhausted.

The Camponent Three cost estimates were prepared by technical design
contractors and reviewed by USAID. They provide for institutional development
and capitalization of a loan guarantee fund. This activity will be initiated
when the implementing agency is fully operational and the amount and phasing
of capital requirements have been finalized.




Cost Reoovery in Health
Estimated Expenditures
(in § 000)
Including
Before Inflatiorn Inflation/ Inflation/

Component and Contingency Contingency Contingency
I. Conversion of MOH Facilities
1. Equipment/Commodities (Off-shore Procurement ) 6,423
2. FAF far Renovation and Ehelf Item Procurement 13,730
3. Training
a. short term academic 259
| b. on-the-jab, U.S./third countries 302
C. in-country 561 15122
4. Technical Assistance
a. to Project Directorate and Health Facilities 6,117
b. for Procurement Agent Services 197
c. to AID for inspection under FAR 1,584 7.898
5. Operational Support to Directorate 354
total 29,527 15,473 45,000
II. Management Immovements
1. Bquiment/Commodities 2,702
2. Training
a. shart term academic 143
b. on-the-job, U.S./third countries 365
c. in-country 552 1,060
3. Technical Assistance
a. to HIO 784
b. to COO 1,496 2,280
4. Operations Research and Special Studies 1,061
total 7,103 2.89?_ 10,000
III. Credit
1. Technical Assistance for
Design of Credit Program/Project Support + 2,705
2. Training and Related Equipment 1,212
3. Quarantee Pund 22,975
total . 26,892 11,608 38,500
N Audit, Assessment and Evaluation ' 979 521 1,500
|
| Project Total 64,501 30,499 95,000

|
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2. GOE Contribution

The GOE counterpart contribution of $17.3 million (LE equivalent) is made up
of project related operations, support staff, facilities and office and
secretarial support for the technical assistance and advisory teams, Table
III-B "Illustrative Budget" provides a summary of these contribuktions, The
project design has not devised a method for kracking GOE contributions. This
will be a concern of the Project Officer. Details of AID requirements for
Fracking of GOE counterpart contributions will be included in PIL #1, and
reference ko the tracking of these contributions will be made as a covenant in
the Project Agreement,

B. Estimated Expenditure Schedule

The estimated expenditure of AID funds by year is presented in Table III-C.
The life of project is 6 years from date of initial disbursement.

C. Reaurrent Costs

The GOE currently provides the annual budgetary support required for the
operation and maintenance of its health facilities., The conversion of the
existing facilities to a cost recovery basis and the management improvements
ko existing fee-for-services health care providers will help reduce the
aurrent heavy recurrent cost burden on the GOE budget resources and provide a
quality health services and efficient operation at no additional costs ko the
GOE.

D. Methods of Implementation and Financing

Table III-D illustrates the methods of implementation and financing covering
AID contribution to the project. The following are justifications for
departing from the use of AID preferred methods of financing, namely FAR or
MFAR, FRLC, Direct reimbursement and Direct payment:

1. Direct L/Comm

Becaluse of severe shortage in foreign exchange, the Host Cauntry does not have
the financial resaurces to make dollar payments to contractors and seek daily
reimbursement fram AID.

2. Bank L/Camm

The project budget includes $10.0 million for purchase of medical equipment,
supplies and cammodities for 50 hospitals and clinics., Equipment
specifications are not standard for all facilities and will be purchased from
miltiple vendors., Therefore, use of a Procurement Supply agent (PSA) is
contemplated. The Bank L/Comm method is proposed to control payments to
Suppliers uncer various letters of credit where proliferation of invoices are
anticipated.




- 25 -

TABLE III-B: GOE CONTRIBUTION

LIFE~-OF-PROJECT

GOE Contribution

LE (000)
In-kind Total
Equipment Cammodities 6,000 6,000
Renovation/Construction 6,250 6,250
Training 2,000 2,000
Project Support Services 25,000 25,000
Evaluation/Audit Monitoring 600 600
TOTAL 39,850 39,850




Cost Hecovery in Health
Eitimated Expenditures

(in 3000)
Compnent FY 89 FY .90 FY
I. Conversion of MOH Facilities
1. Equipment/Commodities (Off -shore Procurement) 246 420 710 913 1,278 1.066 1,007 83 6,423
2. FARa for Renovation and Shelf Item Procurement 549 1,098 1.648 2,197 2,736 2,197 1,922 13373 13,730
3. Training
4. shoart tarm acadenmic 25 25 ig 51 a5 42 13 0 259
b. on-the-jab, U.5./third countries 29 30 43 61 52 49 ig 0 302
€. in-country 54 57 Bl 111 97 91 70 1] 561
4. Wmchpical Msistance
2. to Project Directorats and Health Facilities 397 612 746 973 1.164 S0 771 604 6,117
b. for Procureamant Agent Services 4 13 20 28 41 33 33 25 197
€. to AID for inspsction undar FAR 49 97 la0 232 15 274 259 198 1.584
5. Opexational Support to Directorate 150 lo2 68 14 0 0 0 ] 3154
comjonent sub-total 1,503 4.454 1,514 4.600 5,738 4,602 4.133 2,943 29,527
inflation @ 10 % par year o 245 738 159523 2,663 2,810 3.189 2,830 131,997
contingancy @ 5 % 15 1213 176 2130 287 230 207 1a8 1,475
ocomponent total 1,578 2,822 4.428 6,353 B.6H8 7.642 7.529 5,91 45.000
II. Managemant DIaprovemants
l. Iquipsent/Commodities ] - 647 1,423 632 0 0 0 2,702
2. Training
4. short term academic o 29 50 43 14 7 (1] (1] 143 I
b. on-the-jab, U.S5./third countries 0 413 &5 &4 63 63 54 13 365
€. in-country 40 73 86 BS B4 B3 68 33 552 g
3. Tachnical Msistance
a. to HIO 56 102 194 178 105 69 47 5 | 784 1
b. to Cco 103 196 67 349 197 131 :1:] €5 1,456
4. Operations Ressarch and Spacial Studies 40 145 180 178 176 173 136 33 1,061
companent sub-total 219 588 1.589 2,320 1.271 526 3193 177 7.101
inflation & 10 % par year o 59 114 JeB 590 321 102 leB 2.542
contingsncy @ 5 % 12 29 79 116 64 26 20 9 3156
Component total 251 676 2,002 3,204 1,925 871 715 354 lo.000
IIl. Credit
1. Quarantee Pund 5,570 10,443 6,962 22,975
2. Equipment/Comsndities 17 14 6 10 16 143
3. Technical Msistance/Support Services 321 640 676 570 494 2.705
4. Training 127 253 267 225 197 1,069
Component sub-total (1] 465 6,497 11,422 825 7.68]3 1] 0 26,89
inflation @ 10 % par year 0 47 1,163 1.781 183 4.091 2 0 10,264
contingsncy @ 5 \ 0 7a) 325 570 41 g4 0 0 1,344
component total 0 515 8,185 15,7273 1.239 L T ==0 .G 38.500
IV. Mdit, Assessment, and Evaluation 37 a7 315 a7 46 45 1759 a3 979
inflaction @ 10 N per year 0 5 70 16 21 ) 292 41 472
conting=ncy @ 5 \ 2 2 Ve 2 19 2 49
companent total 19 54 422 65 69 71 W6 00 WS 1 6 _1.500
TOTAL PROJECT 1,868 4¢087 15,017 25,365 11,931 21,337 H,591) 6,101 6% ano

W
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CONVERSION OF mOM FACILITIES

I. Equip./cossod. lofi-shorel
<. Renov. & shell iless proc.
3. Training

Snorl iera acad.

D.J.T. US/third countries

In couniry

4. Techmical assistance

Proy. direct./health facilitaes
Procur. agent svcs.
ALD (FAR inspec.)

3. Operational Supp. to direclorate

RANAGERENT [MFROVEMENTS

I. Equip./cosacdities
2. Training
Shorl lerm acad.
D.1.1. US/third counlries
In country
3. Technical assistance
HID
CCD
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3. Periodic Advance

Because of *the GOE budgetary limirations, AID will advance local currency *ro
*he Projec®: Directorate on a 90 days requirement, based on a yearly workplan
and budger approved by AID. Before processing *he initial advance *o *he
Directorare, AID will assess the Direcrorate's readiress ho disburse *he funds
for the purpose approved in the Project Implementarion Letter (PIL) and within
*he time frame requested by *he advance. In this respect, AID will perform a
preliminary assessment of *he procedures, rules and financial controls
estaplished for *he Directorate's conkracting, proaurement and accainting
actwvities, AID will periodically conduct financial reviews of *+he
Directorate's disbursements, procaurement and financial reporting under *he
PIL(s) authorizing +the Directorate to perform these functions. The financial
review wi1ll be performed by eirther RIG, USAID or non PFederal auditors.

4., Audi: Coverage

Under *+he Audit, Assessments and Evaluation elemert, a *otal of 260,000 1s
tudgeted for audit of project activities, This amaun* includes $20,000 for
audi%, assessments and financial review of *rhe Directorate's operatrions, All
USAID fund disbursements will be subject to UJ.S. Govermment audit. Each
implementing agency will be responsible for maintaining a complete set of
records for up rto three years after PACD. These records will be made
available to USAID and GOE audiftcrs on request,

E. Performance Disbursement Mechanisms

The Cos* Recovery Programs for Health Project utilizes a performance
disbursement system ko control expenditures, Essentially, a baseline
assessment specifies precise needs; then an integrated plan and schedule is
prepared with the objective of fulfilling those needs; and finally the
appropriate disbursement is made o fund implementation of those plans. This
basic funding mechanism is utilized by all three camponents, but it differs in
same respects for each.

1. Camponent l: Conversion of MOH Hospitals and Clinics

Disbursesment 1 is contingent on the development and approval of plans for
improvement of the Project Directorate's management capability. These will
include (a) an RFIP for initial technical assistance to the Directorate for
rhe design and development of management, operational, administrative, and
fiscal procedures for project implementation; (b) a work plan for development
of the Procject Handbook/PPRGS to include a draft cutline of the Project
Handbook; (c) a work plan for developing the operational capacity of the
Directorate t¢ plan, budget and implement the project; and (d) a review and
update of the project implementation scheduile contained in Annex O. Prior *o
disbursement, the MOH will issue a letter to AID specifying its intention ko
undertake the conversion of 50 facilities to a cost recovery basis and a
preliminary listing of those facilities,
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Disbursement 2 involves improvement of the operational and implementation
capability of tne Project Directorate, It requires presentation and approval
of a plan and budger to USAID which includes (a) an RFTP for kechnical
assistance and kraining from the Directorate ko the facilities undergoing
conversion ko cost recovery systems; (b) a campleted Project Handbook
cutlining management, operational, administrative and other procedures; (c)
specifications and criteria for implementing cost recovery systems in
hospitals and clinics; (d) prioritization of facilities ko be converted; (e)
general kechnical assistance requirements for facility conversion; and (f£)
updating of the project implementation scheaule.

Disbursement 3 will involve the estimated funding required ko convert khe
initial block of 3 to 5 facilities, Prior to disbursement, detailed plans and
schedules will be presented ko USAID for approval. The plans will include GOE
authorizarion ko convert the specified facilities; on-site assessment of each
facility; selection and contract employment and training of required staff;
comprehensive cost recovery conversion plans following Project Handbook
guidelines and other specifications and criteria; plans for deployment of all
resaurces to implement the conversion; RFTPs for renovation of facilities and
procurement of equipment, supplies, and maintenance services; and assessment
and revision of Caomponent 1 implementation schedule,

Disbursement 4 comprises the estimated funding required to convert the next
block of 5 ko 7 facilities, Prior to disbursement the same detailed plans,
schedules and other preparations required for disbursement 3 will be presented
to USAID for approval. In addition, an evaluation of implementation progress
on the conversion of the first block of facilities will be included.

Disbursement 5 and all subsequent disbursements will consist of funding for
the next block of 5 to 10 facilities, Prior to disbursement the same criteria
as Disbursement 4 must be fulfilled, with the addition of an evaluation of the
cost recovery status of previously converted units to date. All completed
facilities must be achieving cost recovery from at least 60 percent of their
patients, and 80 percent of the converted facilities must be operating on a
cost recovery basis,

The above perform:nce disbursement criteria have been elaborated in
considerably greater detail in Annex N. These criteria will be reviewed and
finalized prior to first disbursement. The finalized performance disbursement’
criteria will be included in the Project Handbook for the use of all Project
perscnnel,

2. Camponent 2: Management Improvements

Disbursements for the development of management information systems and other
management improvements will be made on the basis of proposals to the Project
Steering Cammittee, The project will make funds and technical assistance
available for the preparation of proposals and RFTPS. When a proposal is
approved, funding for the proposed activity will be disbursed.
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Disbursement 1 will include funding for kechnical assistance in MIS design for
preparation of proposals and RFTPS, Up ko 3 monkths of technical assistance
will be funded for HIO, and 6 person months for the less experienced CCO.
Sub-project proposals for improvement of management practices in Universiky
hospitals and professional aroups will be supporfed as needed, Disbursement
will be made after sarisfactory negotiation of the parameters of the proposed
activity and the format of the proposal.

Disbursement 2 includes funding for the preparakion of RFTPS which will be
based on the approved proposals. Once the sub-project activikty has been
approved, the health care organization will negotiate the funding required and
format of kthe RFTP with the Project Steering Commiktee, and disbursement will
be made,

Disbursement 3 will provide funding for implementation of khe proposed
sub-project activity. Disbursement will be made after the Project Steering
Cammirtee approves the RFTP,

3. Component 3: Expansion of Credik for Private Healkh Sector

The performance disbursement mechanism for Component 3 involves USAID approval
of plans for institutional development of the implementing organizakion,
implementation of those plans, operationalization of technical assistance
capability, and capitalization of a credit guarantee fund. USAID will
disburse funds to the Ministry for International Cooperation (MIC) when
performance disbursement criteria are fulfilled, and MIC will disburse local
currency ko the implementing organization for developing ikts capability ko
encaurage the expansion of credit availability ko the private health sector.

The present obligation provides funding for initial technical assistance but
not for capitalization, kraining, or kechnical assistance to group and prepaid
group plans. These funds will be obligated by amending the grant agreement
when funding is required and when USAID is satisfied that the implementing
organization is fully operational and prepared to assist khe private health
sector.

Y
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IV, IMPLEMENTATION PLAN

A. Administrative arrangements

1. Governmen+t Of *he Arab Republic of Egypt (GOE)

The Minisrer of Inrernational Cooperation (MIC) will be the signatory *o khe
Project Agreemenr (ProAg) and o all subsequent ProAg amendments,

<. GOE Implemen*ing Agencies

The Ministry of Heal*h (MOH) will be *he lead GOE agency responsible for
implementing this Project. The Ministor of Health will issue a decree for
reorganizing rhe Cos* Recovery for Healrh Program Project Steering Commi*tee
and establishing the Project Directorate as semi-autonomous units under the
administrarive umbrella of +he MOH.

B. Project Managemenr

The organizational structure of the Project requires management at both rhe
implementing agency (MOH) and the service delivery agency for each component.

1. GOE Management

Camponent One; *+he MOH Project Directorate will be the lead agency for
planning, implementing and evaluating *his camponent's activities., The MOH
will be responsible for delegating authority ro the Project Directorate and
*he individual facilities for project implementation and host country
contracts for rechnical assistance, facility renovation, commodity purchases
and *raining.

Camponent: Two: the Project Directorate will be *he lead agency for evaluating
proposals and coordinating program implementation. The MOH will delegate
authority *to the Health Insurance Organization, the Qurative Care Organization.
and other key cost recovery institutions for project implementation and host
calntry contracting for technical assistance, training, equipment and cther
essential activities.

Canponent Three: the Ministry of International Cooperaticn will be rhe lead
agency for planning, implementing and evaluating this component's activities,
The MIC will be responsible for delegating anthority ko the Egyptian Small
Business Credit Guarantee Corporation for project implementation and host
cauntry contracting for technical assistance, trainin~ cammodity purchases,
and loan gquarantee activities, USAID will issue a direct contract, in
coordination with MIC, to provide TA and training for management improvements
for individual, group and prepaid health care providers.
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a. Project Sreering Cammitree

The Projec: Steering Cammi-tee (SC) will provide policy, advisory and
coordinating assisrance for project mplementation., The SC was first
organized 1n 1984 ro parricipate in developing and designing the Project,
Membership was exclusively from khe Ministry of Health. Because of the
diversity of acmivities, the SC will be restrucrured as a requirement
precedent for +the Project. The major duties of the SC will be:

e Establishing project policy;

e Recomending and fellowing ug on law changes, decrees and regqulations for
implementing cost recovery in government faciliries;

e Reviewing and approving plans for converting GOE heal*h care facilities *o
fee for services operation;

e Pramoting policy dialogue in the public and privare sectors;

e Reviewing and approving initial guidelines for providing CGC guaranteed
credit ro individual and group physicians through the Egyptian banking
system; reviewing procedires on a biannual basis;

¢ Reviewing and approving Project funding proposals for the HID, CCO and
Innovative Ackivikies,

Steering Commi-+tee members will be appointed by the Minister of Health, in
collaboration with *he Minister of International Cooperation. Members will be
recammended by *he involved Ministries and Corporations, in consultation with
USAID.

b. Project Directorate

A Project Directorate (PD) will manage and implement Component One under the
supervision of the Minister of Health, The PD Director will have
undersecretary rank and authority to contract at levels appropriate for an
undersecretary.

The PD will consist of the Director, a Deputy Director, Management Specialist,
Hospital Administrator, Financial Advisor and other support staff to be
determined. At a minimum, the first rwo positions will be filled by
government employees whose full-time job will be managing and implementing
Camponent One. Contract experts (both U.S. and Egyptian) will be obtained as
needed to assist with implementation.

The PD will be a temporary organization, Once policies are established, firm
guidelines written and tested and cost recovery in government facilities a
reality, the PD can cease to exist as a separate office, Its functions will
be transferred o an existing undersecretariat in the MCOH, suca as
Hospitals/Curative Care. This transfer of authority could ocaur as early as
year three of the Project and as late as the PACD. The Project staff will
make this conversion at the earliest possible time.
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c. Health Insurance Organization and Quraktive Care Organization

Activities planned under Component Two will be primarily implemented within
the existing administrative structure of the HIO and CCO. The Steering
Committee will be responsible for reviewing and approving funding applications
from the HIO, CCO and other organizations, Once approved, khe organizaktion
will be responsitle for appointing a person or persons ko implement khe
activities within khe organization's overall structure. For example, the HIO
will use the existing Data Processing Center staff for implementing expansion
ackivities,

Persons appointed as principals by organizations must have authority ko
contract for activikty support and act on behalf of the organizakions.
Contracting will be in accordance with AID Handbook ll, Host Country
contracting procedures,

d. The small Scale Enterprise Credi: Guarantee Corporation (CGC)

The CGC will be established under Law 159 as an independent, private sector
joint-stock corporation, The activity is being funded under the Private
Enterprise Credit Project (No. 263-0201). While pramoting credit for
physicians was not part of the original concept, it has been accepted in
principle by the CGC and the Ministry of International Cooperation (MIC), kthe
implementing ministry for the CGC.

Funds for Compone:.t Three will be channelled through MIC to the CGC which will
quarantee loans made by participating banks to individual and groups of
physicians. Oversight of CGC activities will be through the MIC with the
Project Steering Committee advising on guidelines for use by CCC guaranteed
credit facilities. The CGC will contract directly for the services of a team
of adviscrs to assist providers with such things as market analyses and credit
applications,

2. USAID Management

USAID/Cairo's Office of Health will be responsible for managing, coordinating
and monitoring the Project. The USAID Project Officer will maintain contact
with the Project Directorate's staff, have access to all Project associated
documentation, and serve as an ex-officio member of the Steering Cammittee.
The Project Officer will make on-sike inspections and review Project
progress, He/she will be responsible for processing any amendments and
allocations of Project funds and monitoring the work of TA and A&E
contractors. The Office Director will lead in policy dialogue.

C. Procurement Plan

Project goods and services will be rrovided through both direct and host
cauntry contracts. AID will not be directly involved with procurement actions
carried aut by the Government of Egypt.

S
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1. Technical Assistance

a. AID Contracting Arrangements — Technical Support Services

1) Interim Contractor: During khe first twelve months of Project
implementation, and until a long-term management/technical assistance (M/TA)
contractor is mobilized, USAID will use the AID/W funded S & T/Health REACH
project under a buy-in arrangement, cContractor activikties include developing
and putking into operation basic policies, procedures, rules, reaqulaktions and
quidelines, and assisting in inikiating project activities, including the
first Reform Plan and RFTPs for other project contract services.

2) Management/Technical Assistance (M/TA) Contractor: During khe
first year of project implementation, USAID will contract khe services of a
US. consulting firm to assist the Project Directorate in implementing this
project. The contractor will be openly competed and will last for
approximately eight years. 'The M/TA contractor's responsibilities are
summarized as follows:

e Component One: assisting the Directorate in all aspects of
converting health care facilities, including refining
policies, procedures and regulations as lessons are
learned, developing and implementing the conversion Reform
Plans, staff kraining and monitoring progress. Services
will be required thraugh the life of this component,

e Camponent Two: assisting in implementing management
improvements/management information systems at the Health
Insurance QOrganization and Qurative Care Organization. The
contractors' responsibilities include designing, procuring
and installing the systems, staff training, and actual
systems implementation. Services will be required for
approximately the first four years of this camponent.

e Component Three: assisting physicians and other health
practitioners in establishing and maintaining private and
group practices, insurance schemes and health maintenance
organizations., The contractor will also be responsible for
advising the Steering Cammittee on ostablishing credit
mechanisms for the Project.

The M/TA contractors' first responsibilities will be to assist
USAID in evaluating the progress of CGC, and assessing its
ability to implement this camponent, assuming Component
approval. Services will be required for approximately five
years.,

3) Local A&E Contractor: USAID will also contract
the services of an U.S./Egyptian architect/engineering (A&E)
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firm for monikoring the progress and quality of work performed in Component
One renovations., The A&E contractor will assist USAID in assessing acceprable
performance for liquidating advances and evaluating proposed Reform Plans,

The services will be required for the life of Component One.

The interim contractor, the M/TA contractor and khe A & E conkractor will be
under the gquidance and supervision of the Office of Health Project Officer.

4 ) support Services: The contract services of kwo IQCs or 8(a)
firms will be used by USAID to conduct external evaluations and audits, B

b. Project Directorate Contracting Arrangements

The Project Directorate will be responsible for the following contracting
arrangements:

1) Proaurement Services Agent (PSA): The Project Directorate will
conkract the services of a U.S./Egyptian PSA firm to procire medical/health
equipment required in renovating health care facilities in Component One.

U.S. procurements will be in accordance with Handbook 1. Procurement of local
materials and supplies will follow AID policies and procedures for shelf items
set forth in Handbook 1 B, section 18.4.6,

2) Architect/Engineer (A&E) Contractor: The Project Directorate
will contract the services of an Egyptian A&E firm to assist the Directorate
1n preparing renovation designs, cost estimates, selectingj local contractors
and supervising local construction.

3) Camponent Two Operations Research and Special Studies: The
Project Directorate will encaurage unsolicited proposals from health care
providers, universities and ccnsulting firms for operations research and
special studies, as well as proposals solicited through the media. Since
contract awards are expected to he under $100,000, advertising will be
conducted only in Egypt. Host ccuntry contracting rules will be followed,

The host country contracts will be competitively procured, and the contractors -
wi1ll be directly supervised by the Project Directorate,

2. Cammodities

Ten million dollars worth of hospital and medical supplies and equipment will
be procured through a Procurement Services Agent (PSA) using Handbook 1l
procedures, U.S. advertising for the PSA will be through the CBD. Both U.S,
and Egyptian firms will be invited to participate in the PSA selection
process, Commodity procurement through the PSA will use IFBs and in a few
cases, small value procurement procedures cutlined in Handbook 1l.

Five and one-half million dollars is set aside for procuring compuker
hardware, software and peripherals. Since the TA contractors will play a
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major role in selecting, installing and “raining in using *he computer
Systems, equipment specifications will be required of bidders in proposals
submi=*ed for the HIO and CCO activit“ies,

There may e limi-ed requiremen* “o procure commodi*ies “hrough PIO/Cs. This
15 not expected -0 exceed $250,000 over *he life of *he Project. This
2quipment will be used %o suppor* TA con-ractors perfocming under direck
contracts with AID.

3. Training

Training procurement will be part of the plans developed for Components One
and Three, and for “he proposal development contractors in Componen®: Two,
Contractors providing *echnical assistance will be responsible for all
par-icipan% and in-cauntry *raining activities in coordina*ion with *he hos*
country officials. Zero funded PIO/Ps will be filed “u account for
participants. Par*icipan*s will be similarly accounted for as a part of *he
AID direct: TA contractors i1n suppor- of Component Three activities,

HOs® country contractors in Componen% One will arrange for approximately
$364,000 of shor:-+erm and $432,000 of on-the-job *raining in “he U.S./*hird
countries and $739,000 of local *raining. Hos* country coritractors for
Componen*t Two will manage $500,000 of short-term and $300,000 of local
“raining activities. The direct USAID con%ractor for Camponent Three will
implement $784,000 of local workshop training, $210,000 of shor:-term and
$540,000 of on-*he-Jjob *raining.

4. Gray Amendmen*

Careful consideration will be given to Early Aler® iden+tification of
opportunities for minority, Small Business, 8 (a), and women-owned firms,
minority-controlled Private Voluntary Organizations, and Historically Black
Colleges and Universities. 1In particular, *he RFP for the M/TA contractor
will require *hat all M/TA proposals include a plan for minorities
participating in Project Implementation, A Gray Amendment certification is
included in Annex P,

D. Training Plan

Detailed training plans will be required within the Performance Disbursement
Plans of Camponents One and Three, A detailed Training Plan will also be a
required deliverable of the design contractors for Camponent Two activities,
The Directorate TA contractors for design and evaluation will schedule and
arrange for appropriate training activities for Component One. An
illustrative training plan consists of the following major activities:

1. Camponent One

@ On-site training conducted by contractors; 26 hours per site in each of
the following disciplines: financial management/accaunting, health
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administration/management, procurement, contracting, maintenance/
logistics, management information and records control (5,200 kotal on-site
haurs).

e Local training organized by the Projeckt Directorate ko improve cosk
recovery delivery; 40 person months of training Directorate staff, and 340
person months of local staff kraining.

e Short-term training, primarily U.S.; 60 months of on-the-job training in
hospital management/financing and 60 months of shork-term kraining
(approximately 15 participants for 3 months each).

Camponent One training will take place in the U.S. and Egypt. Parkticipants
traveling ko the U.S. will collaborate with appropriate level U.S. health care
managers as provided by the Directorate's TA contractor. The contractor will
be responsible for contracting with appropriate institutions and monitoring
the training. On-site training will be khe responsibility of facility level
TA contractors in collaboration with Directorate guidelines for on-site
kraining protocol. MOH facility officials and TA will be responsible for
maintaining on-sike training records to be reviewed reqularly by Directorate
staff/consultants,

2. Camponent Two

e Short-term Participant Training, primarily U.S., for some 30 management
and management information skill areas for 6 months each.

Component Two will provide approximately 30 management/management information,
6 month short-term participant training opportunities, The host cauntry
contractor will be responsible for arranging and monitoring the activities.
The HIO system will probably need fewer training caurses than CCO because of
the strangth of management information personnel as a result of the systems
training under the Urban Health Services program.

3. Cunponent Three

e Local kraining for 4,800 individual, group and prepaid Camponent
participants who will receive approximately 4 day classes in
administrative and fiscal management of private practices.

e Local training for 90 prepaid health care managers/practitioners who will
receive an approximately 12 day caurse in developing and implementing
prepaid practices.,

® Short-term training, primarily U.S., consisting of 70 person months of
on-the-job training and 42 months of short-term training (approximately 14
participants for 3 months each).
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Component. Three *training will also take place in the U.S. and Egypt. The U.S.
short-term training program will focus on developing prepaid health care
systems. The USAID direct contractors will be responsible for contracting
witn appropriate institutions and monitoring, The USAID direct contractor
will also be responsible for developing 980 person months of local training
for some 4,300 physicians and 90 prepaid managers.

The qualiky of *he *raining program will be ultimately reflected in the
ability of Egyptian health cace managers to plan and implement the cost
recovery activities autlined in this Project, Periodic evaluations that may
be used to determine training progress and effectiveness are:

o Number of personnel trained;

o Effecriveness of trained personnel in establishing cost recovery
activities;

@ Familiarity of heal+h managers with principles of cost recovery activities;

® Monitoring +he quality of the formal *raining sessions.

Training program quality and progress will be monitored by Directorate TA
contractors and +he USAID direct contractor.

E. Implementatrion Schedule

Table IV-A summarizes the Project implementation schedule.

e

b
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Table IV-A

Project Implementation Schedule

ACTIVITY MONTHS
1. Project Paper approved September 1988
2. Project Agreement signed September 1988
3. Projecr Directorate (P.D) established November 1988
4, PIL # 1 issued & Requirements Precedent sarisfied November 1988
5. Interim Contractor mobilized November 1988
6. RFP for Technical Service Contractors issued February 1989
7. PD starts institutional development May 1989
8. MIA Contracts awarded & Contractors mobilized July 1989
9. First Reform Plan Approved (3-4 Units) Auqust 1989
10. Evaluation of CGC begins Seprember 1989
11, Camponent Two activities begin September 1989
12. Component Three approved December 1989
13. First disbursement for capitalization approved July 1990
14. Second Reform Plan approved (6-8 Units) August 1990
15. Third Reform Plan approved (10 Units) Auqust 1991
16. Mid-Term Project Evaluation April 1992

a, First Reform Plan implemented
b. Second Reform Plan approaching campletion

c. Component Two activities - 30 months underway

d. Component Three activities - 27 months underway.
17. Poaurth Reform Plan approved (10 Units) Auqust 1992
18. Fif*th Reform Plan approved (10 Units) August 1993
19. Six Reform Plan approved (10 Units) Auqust 1994
20. Final Evaluation February 1996

21. PACD May 1996
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V. MONITORING AND EVALUATION

A, Monitoring Plan

1. Project Directorate Monitoring System

The primary responsibility for managing Project activities is vested in the
Director of the Project Directorate. Overall monitoring will be performed by
Fhe Steering Commiktee semi-anmally., Commi-tee members will review Project
progress to date, problems encauntered, and detailed renovation and equipment
plans for the coming year. The review will emphasize Project performance in
relation to the Project goal and purposes, the record of +the Directorare in
implementing and facilitaking all *h2 necessary activities, and Project
expenditures., The reports submitted 0o the Skteering Cammittee for review,
plus ary comments offered by the Steering Commiktee, will be forwarded to
USAID.

Renovaticn and management improvement monitoring will be conducted by the
activity coordinators of the Projeck Directorate, assisted by independent
monitors, as needed. Monitoring site visits by members of the Directorate
will be an important aspect of Reform Plan consideration, award and
continuation,

2. USALD
USAID monitoring acktivities will foaus on:

e Operating procedures including financial, procurement, contracting,
project policies and other issues as appropriate;

o Annual renovation Reform Plans;

e Long-term training plans; and

® Selecting specialized contractors or consultants to assist the
Directorate,

USAID's monitoring responsibility will focus on the Steering Cammi:tee's and
Project Directorate's campliance with policies and procedures as stated in
anrual reform plans, and financial and progress reports. In addikion ko
reports, progress wiil be monitored by periodic consultations with Steering
Cammittee and GOE officials, site visits, baseline data and evaluation.
USAID's primary role will be ascertaining the effectiveness of the overall
implementation process,

A checklist detailing monitoring responsibilities within USAID will be
developed by the Project Officer.

PEARSEY
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B. Evaluation Plan

Two types of evaluation mechanisms will be used ko ensure the Project
continues making progress toward its goal and objectives, responds fo changing
prioriries, is managed efficiently, and results in effective cost recovery
programs.

1. Contimuing Internal Bvaluakion

The Directorate will be responsible for anrual assessment of progress in
renovating faciliries, improving management systems and achieving policy
reform. The Directorate will also evaluate other activities within its area
of responsibility *o ensure that appropriate attention is given %o all Project
canpcnents,

2. Formal External Evaluation

Formal ex+ternal evaluations of *the Project will be conducted in years fair and
eight. They will follow standard AID quidelines for project evaluation and
will be conducted by a joint +team of AID, Eg,ptian and U.S. consultants. An
IQC will be used to provide rhe services of the U.S. team members. The skills
needed for: the evaluation include: cost recovery program design and
implanentation, health delivery management and administration, project
management, and loan gquarantee program management. The evaluation teams will
use khe Project's logical framework and baseiine data as a reference point to
measure progress.

The evaluation team will assess the following:

e Verificarion cof the inputs, autputs and assumptions;

» The extent: to which policy reform, facility renovation and cost
recovery have been effectively incorporated into the MOH health
delivery system;

¢ The performance of the Steering Cammittee, Project Directorate, the
contractors; and

¢ The progress and effect of expanded private sector medical care in
rural and periurban areas.,

3. Special Evaluation

During the Project's second year a special external evaluation will be
conducted to determine the success and effectiveness of the CGC. Upon
completion, a decision will be made to proceed with the Camponent Three loan
quarantee program using CGC as the implementing agency. If a negative finding
ocaurs, *he Project will have to identify a new organization for implementing
this Camponent.
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VI, CONDITIONS PRECEDENT AND NEGOTIATING STATUS

The Grantee shall agree to cooperate fully with USAID to accomplish the
pirposes of the Grant. To this end, it accepts the following condiftions
precedent and covenants

A. <Conditions Precedent

1, Inixwal Distursement

Prior o any disbursement for this Project, or the issuance by USAID of
documentation puirsuant o which disbursement will be made, the GOE will,
except as the parties may otherwise agree in writing, furnish +o USAID, in
form and substance satisfactnry %o USAID:

a. kEvidence of GOE approval of *the fee-for-service operation of
designated hospitals and clinics converkting -0 a cost recovery basis,

b. Evidence of restructuring *he Cost Recovery Project Steering
Cammirtee, including delega*tion of authority for policy decisions,
planning, and implementing Components One and Two of the project.

. Evidence of establishing a Project Directorate, including delegation
of authority for Camponents One and Three under +he Project Steering
Cammitree, and assigning required managerial and rechnical staff,

(¢

d. A statement of the name of *the person(s) designated as authorized
representarives(s) on behalf of the GOE and of any addikional
representatrives, together with specimen signatures of each person
specified in such statement.

e. Such other documentation as USAID may reasonably reaquire.*

2. Dishbursement for Facility Renovation and Equipment

Prior to release of funds for Component One facility renovation and equipment,
the GOE will, except as the parties may otherwise agree in writing, furnish
USAID, in form and substance satisfactory to USAID, evidence that:

a. All necessary procedires for assessing renovation and equipment
needs and costs are in place, and all appropriate sets of
requlations governing the administration of funds have been
formulated by the Project Directorate to facilitate implementation,

b. Such other documentation as USAID may reasonably require.¥

* Not to be included in the Project Authorization.

-



- 43 -

3. Dishursement for Financing Priva“e Heal*h Care Prac*-ices

Prior o release of Component Three iunds for financing priva%e heal*h care
practices, “ne GOE will, excep* as “he par-ies may ctherwise agree 1n writing,
furnash USAID, 1n form and substance sa*isfactorv %0 USAID, evidence *“ha*:

a. A privarte sec-or organization wi“h potential for successfully
operating a loan guaran%ee program for purposes of *his Component
has been identi1fied and will be a_ceptable %o AID.

b. Such other documentation as USAID may reasonably require.

B. Covenants
The GOE agrees *ha*:

1. I« will provide, on a =iinely basis, all local logistic suppor* as
may be required %o ensure effective use of Grant financed goods and
services,

2. The Steering Cami-*ee and the Project Directorate will meet
formally with the USAID Project Officer, at leas* semi-annually, ko
discuss major elements of Project progress.

3. The Project Directorate shall furnish complete Reform Plans for
facility renovation to JSAID for funding approval.

4. The Project Directorate shall furnish USAID annual implementation
and financial plans.

5. The Grantee shall provide to USAID the details of its counterpart
contribution on request.

C. Negotiation Status

There has been a continuous dialoque with the MOH in preparing the Project
Paper. The MH is in agreement with the Project description and
implementation as preszented herein.,

* Not to be included in the Project Authorization.

b\
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VII. SUMMARY OF ANALYSES

A, Summary of Technical Analysis

The Cos* Recovery Programs for Health Project is being proposed a* the righ*
mime. The GOE s prepared o introduce policy and program reforms; a cadre of
administrarive and management talent exists to start implementing *rhe
programs; oecause of prior USAID assistancs the MOH has considerable
experience and *talent in managing hospital and clinic renovation and equipmen*
murchasing acktivities; and successful organiza*ions exist +o serve as role
models and i1mplementors of an expanded health cost recovery program,

Componen* One employs the successful aspects of the model fee-for-service
system Of tne CQurarive Care Qrganization %0 expand revenue generating
services, The MOH has impressive staff capabilities and experience in earlier
USAID health facility projects for carrying aut khe Componenr's renovation and
re-~equloing efforts. Additionally, phased performance disbursements will
assure rhat inplementarion proceeds at a level which the system can absorb.

Component TwO activiries will pe carried out Dy WO groups *“aa* have proven
“hemselves quire capable a%t oost recovery program management. The approach *o
introducing management improvements in this Project was successfully rested in
*he Uroan Healknh Delivery Systems Project. The implementing organizations are
campleting *heir third year of demonstrating +he *technical feasipility of *his
approach.

Camponen*t Three foalses on i1ntroducing the standard loan/credit quarantee
program approach thraugh accredited banks, Affrer an extensive examnation of
Egypt's financing systems, -he design heam concluded this is the most
effective and efficient way of expanding private sector financing *o
individuals and graups. The first year-and-one-half of component activiries
will concentrate on designing the loan program; both the mechanics and loan
criteria.

Given the expert technical planning in selecting project activities, and the
safequards for supervision and collaboration built into the project design,
this project is considered technically feasible and highly relevant, Where
constraints were noted, such as gaps in technical knowledge and logistics,
technical assistance and staff training are included *o overcome *hem,

Annex G provides a full rechnical feasibility analysis.,

B. summary of Financial Analysis

The aim of +*he financial analysis is to show that the proposed project is
'financially viable', i.e,, the expected stream of revenues exceeds the costs
when suitably discaunted and summed. Alternatively, the rate of discaunt
which produces a zero net present value should be higher than the minimum
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threshold acceptable %o project planners. At this stage of rhe proposed
project, camponent one is amenable o more quantitative financial assessment
*han the other camponents., The purpose of this assessment is o ascertain the
financial internal rate of return from marginal investments through *he
project in a "representative" medical facility with approximately 200 beds.
Technical assistance was received from officials of +the Ministry of Heal*h and
the Inrernational Science and Technology Institute (ISTI) in put*ing *ogerher
a hypothetical spreadsheet of costs and revenues for such a facility. Under
certain haseline condirions and assumptions appropriate in the Egyptian
context, the project ko "convert® a representarive medical facility into a
"cost recovery mode" was faund t0 have a financial internal rate of return
(FIRR) of approximately 48 percent in real rerms.

Sensitivity *tests on +he FIRR confirmed the robustness of the above resul*,
These *rests were conducted o monitor =he impact on *he FIRR of varying
assumptions abou*t (1) rthe price elasticifty of demand for medical services and
(11) wages, Under extreme cases of high price elasticity, the FIRR was still
above 15 percent in real terms. The results of the wage tests wer also
favorable. With real annual wage increases in the 10 to 50 percent range, *he
FIPR rose o between 90 and 70 percent, from its base value of close *o 50
percent (reflecting ~he assumption of mich higher wage rate changes in *he
base case).

Turning o component two, section II.D of this paper mentions the Health
Insurance Organization (HIQO) and Curative are Organization (CCO) as wo
healrh care systems currently operating in Egypt on a fee-fcr-service basis
and recovering most or all of their costs. Another saurce (Phase I design
report prepared by ISTI, June 1987) indicates that CC0O, in particular,
acnieved a 9.7 percent return on Investment (ROI) in FY1986, where ROI
measures rhe return to the shareholders from current operations; investment in
this instance equals -he original capital invested in the operation and *the
refined surplus plowed back into operations. These organizations, however,
are restricted in their ability to generate working and investment capitral
fram internal resaurces, On the other hand, ISTI (and others) strongly
recammend providing financial assistance for such purposes to these
organizations, If past performance is a good indicator for the future, one -
can be reasonably confident of a net positive payoff fram such investments
into these and similar institutions. More concrete evidence should clearly be
gathered as the project moves along.

Finally we consider briefly component 3. According o conventional wisdam,
the basic constraints to the development of private health care come from the
supply side and not the demand side. “Recent studies have clearly indicated
that provincial and village clients can and will pay for quality health
services," (Saurce: Section II of this paper). The absence of a seriaus
demand constraint will be demonstrated by the high loan repayment rates
expected in camponent three,
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In view of the above, we conclude *hat, overall, the financiel analysis points
Fo a potentially viable investment in *the Egyptian health sector, *hrough the
medium of *he proposed project., The Financial Analysis is in Annex H.

C. summary of Economic Analysis

In evaluaring the Cost Recovery Programs for Health Projeckr, we recojnize *ha*
rhis project 13 a package of interdependent camponents. For example, 1t
government nospl-als are o operate user-fee/cost-recovery schemes
successfully, major improvements in the quality of the services provided by
rhese facilities will be necessary, Pursuant %o this, the project wi.ll assist
government hospitals to improve efficiency, particularly as this 1s reflected
in +he quality cf *the services provided by them. This will entail changes 1n
hospital organization structure and procedures tO produce an organization
anvironment in which success in producing a high quality proauct whicn
satisfies consumers will be rewarded and in which hospital management will
have a realistic opportunity to succeed 1n rhis way.

The organization changes required for enhanced efficiency will rhemselves be
greatly facilirtated where, as planned under one camponent. of *he pnroject, *he
hospitals have established user fees, market services and in *his way earn
revenue, Thus, there is a simulranecus relationship —— improved
efficiency/quality is necessary for a successful user-fee/cost-recovery
program and, in *urn, revenue earned from fees is necessary to esrablish
organizatrion procedures necessary to enhance efficiency/quality.

There are further interdependencies among the project components. For
example, ko the extent +that there can be social financing (insurance, prepay)
of the demand for services marketed by government hospitals, the prospects for
successful operation of cost-recovery programs will be enhanced. By supplying
rechnical assistance and in other ways, the project will assist government*
hospitals o participate in social financing schemes. (I will also assist
other parties, on the demand side of the market and on the supply side of *he
market, to implement health insurance programs).

Given such relationships among the project components, it shauld be clear that
any attempt *o evaluate the project by Jooking at the camponents seriakim,
would not be in accord with the logic which has informed the design of the
project. Collectively, the project camponents camprise a package which we
shall characterize as a "structural® interven+tion. This kind of intervention
calls for a different kind of econamic evaluation than that suikable for the
"performance" interventions represented by what have been historically *he
rypical health-sector projects.

Expenditures to implement the project may best be regarded as an investment in
"system® change — i.e., it seeks to change Egypt's health-care financing
system in important ways. Generally speaking, the benefits to be yielded by
the project are the kinds of benefits usually associated with "privatization.”
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As has been noted, the project will assist MOH hospitals ko establish systems
of user fees such that th.y will 1in *his way achieve significant cost
recovery. The GOE has propcsed +he Qurative Care Organizarion (CCO) as the
initial model for user-fee/cost-recovery programs in the MOH general hospital
system. Annex I addresses some aspects of *he issue of the feasibility of
reliance on the (CCO) model £7r cost recovery generally khroughaut the MOH
general hospital system, e.g., the question of rhe burden on hausehold budgets
rha* would pe entailed by hausehold purchases of such services at prevailing
CCO charge rates. A comparison of household income levels and distributions
with *he burden of medical-services costs implied by CCO charge rates,
suggests *hat there 1s indeed scope for significant cost recovery by
converting some MOH facilities to the CCO model. At the same time rhat *his
component begins to implement such conversions, research should begin *o
inform judgments abaut what modifications in the CCO model may be in order as
cost recovery generalizes across the MOH hospitai system,

One of +he camponents, namely, loans to physicians 0 establish practices in
rural areas, is very mich a part of the overall ®"privatization™ rhrust of *the
project. MNeveriheless, this component is not as interdependent with other
project camponents as are the other camponents. fFor the econamic analysis, it
can be regarded as standing on its own feet, and therefore this component is
addressed separately in the annex, following an analysis for the feasibility
of the CCO as a cost-recovery model. We find that, within a wide range of
assumptions abaut demand-related contingencies, the cost per beneficiency
hoausehold is modest in light of the opportunity for access to health services
afforded to these hauseholds. Moreover, this camponent shauld be regarded as
responsive ro problems in the health-services sector owing ko underfinancing
of MOH health services,

Finally, rthe annex analyses the project as a whole regarded as a structural
intervention, This section is in four parts:

(1) Benefits of privatization

(ii) Rationalizing health financing

(iii) service to equity objectives

(iv) Fvaluating structural interventions generally and in
the Health Sector

The overall conclusion reached is that the expected present value of
this future time-stream of benefits is such that expenditures for
the project must be regarded as cost worthy.

D. Summary of Administrative Analysis

The Administrative Analysis, Annex J, assessed the Ministry of
Health, noting it is a large organization designed for ongoing
coordination, day-to-day operations, and repetitive activities on a
nationwide pasis. It was concluded that a new Project Directorate
shauld be created to implement camponents 1l and 2, specially
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designed to focus its atrention on unique activities, make quick decisions,
and assess the camplex options and innovative approaches involved in khis
projecet.

The Project Directorate, which will conduct on-going operarions, is
specifically railored %o accamplishing project objectives. I* will have
precwsely +he staff and *technical resources required, and i1%s small size and
clear foaus will allow consistent attention to proplems and rapid
decision-making. A *echnical assistance contractor will provide full
Fechnical suppor*t for the Directorate ko carry cu* iks responsibilities., The
USAID Health Office has used similar specialized implementing organizations on
most. of 1%s MOH projects, and they have proven +o be effective mechanisms for
project implementation, A policy-making body, the Project Steering Commi*t*ee,
will meet at least quarterly, and will include representatives froam USAID,
MOH, and other ministries involved in the project.

In Camponent. One +=he Directorate 1s directly responsible for converting
selecned hospirtals and clinics R0 operake on a cost recovery hasis.

Caomponent. Two involves preparing technical proposals and implemen*ing
management improvements by the HIO, CCO and interested university hospitals
and professional organiza*tions. The Project Directorate will be the
implementing agency, with considerable responsibiliry taken by the HIO and CCO
for implementing their proposed management improvements, Both groups are well
organized and effective, and HIO has considerable expertise in management
information systems, Technical assistance 1s provided for preparing *echnical
proposals. These management improvement subprojects can be carried out by
consultants with minimal *echnical support from *he Project Directorate,

The hos* government counterpart for Component Three is the Ministry of
Interna-ional Cooperation, serving as a oconduit for channeling credi*-
quarantee funds ko a private sector implementing organization. MIC has
extensive experience in this capacity.

The Credit Guarantee Corporation is being considered as the impiementing
organization of Camponent Three, If the CGC is chosen, additional financial
support and technical assistance will be provided to develop the expertise
required for assisting the private health sector. The CGC will be fully
operaticnal in 12 to 18 months, and at that time a decision will be made
whether to use CGC or create a specialized organization to implement Componen®
Three activities,

The detailed administrative analysis in Annex IV-C, concludes that the
implementing organizations have the experience and capability ko carry aut all
rhe proposed activities, The use of a specialized project directorate has
been demonstrated by previaus experience to be an effective mechanism for
implementing projects. The HIO and CCO are well organized and experienced
organizations, capable of taking most of the responsibility for implementing
improved management systems and practices, The CGC or a specialized

i \o((r
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organization can be tailored for effective implementation of Component Three
activiries.

In all cases, +echnical needs or ins+titutional shortcoinings have been
identified, and appropriate *-echnical assistance and institutional support
will pe provided. The Prolect design *eam concluded *tha* adequate
adnministrarive arrangaments have been made or are in process ko assure
effective project iumplementarion,

E. Summary of Social Saundness Analysis

Scientific health care practices are not an innovation i1n Egypt. Even in
rural areas *traditional or folk medicine is rare, and all social graups seek
modern healh care. Annex K presents a full Social Saundness Analysis and
concludes *there are no social or cultural barriers ko project acceptance and
uccess.

1. Projecr Replicability and Soread Effect:

The project is specifically designed ro maximize the potential for
replicability and spread effect, Component One wi.l conver*: approximately 50
government. health care facilities %0 a cost recovery basis, with a clear MOH
intent *hat with success in this project and valuable lessors learned, the
entire system of 350 hospitals and clinics will be similarly converted. In
Camponent Two, installing improved management information systems ar the HIO
and CCO will have a powerful demonstration effect, and *he institutions'
improved ccmpetence will provide a capable and experienced saurce of technical
assistance for other organizations, Canponent Three will stimulate expansion
of credi% for private practitioners, with “he idea *that cnce underway the
process will continue without cutside intervention.

2. Social Consequence and Incidence of Benefits:

The project is designed *o improve the quality of health services for all
socio-economic groups. Converting selected facilities to a cest recovery
basis will provide improved services for those unable to pay. Providing
management improvements for selected health care systems will expand the
service capacity of these organizations, supporting a larger client base
without additional staff or facilities. Sipporting the expansion of credit .to
private health practitioners in provincial cities and rural areas wiil
increase the quality and availability of health care for middle class
patients, and diminish the budgetary burden of providing public health care
services in these areas.

3. Conclusion:
The Cost Recovery Programs for Health Project is carefully tailored to the

Egyptian social environment., Its objective is to put the Egyptian health care
system on a firm financial basis which will assure its contirued viability

6 -
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after +he project is completed. The project improves *he quality of heal“n
care in general while protecting “hose who are unable %o pay. Wikh
replication *hroughou* the government heal+-h care system and *the priva*te
heal*h sector, i“s benefi%s will continue af-er the project is comple~ed. The
project 13 socially and culturally feasible, provides considerable spread
effect, and 1s beneficial %o a wide variety of social graups with benefi*s
widely districuted throughou* Egyprian society.

F. Summary of Environmental Analysis

The Project's planned activities will no* have an effect on ~he natural of
pnysical environment. A ca-egorical exclusion has been granted under AID's
environmental procedures, Section 216.2(c) (VIII); programs involving heal*h
care or populaktion and family planning services.



PROJECT DESIGN S MVARY

LOGICAL FRAMEWRX

Project Title & Nurber: QOST REOOVERY PROGRAMS FCR HEALTH No. 263-0170

NARRATTVE SIMPRY

CBIECTTVELY VERIFTARIE TNDICATCRS

MERNS (F VERIFICATION

IMCRIPNT ASSMPTIONS
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MASERES (F Q8L MHIEVEMENIS
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QE Saristics

ASSMPTIONS FCR ACHIEVEING GOAL TARGEIS

Disesse specific techrplogies
ranin effective,

Gost reoxery will remin top CE
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thraxgh cost recovery systans.
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END CF PROJECT SIATUS

808 of 0 cost rexrery facilities

achieve cperating self-sufficiency.

908 of project suported, private
medical practices cperating at a
profit.

MERNS (F VERTFTCATION

QE firarial records,
facility reyorts.

Bark loan repayirent records.

ASSIMPTIONS FOR AHIEVING BREQSE

Byypcians will aontine to utilize
st rexrxery AE facilities for
qality arative/realth care,
Private ssctar health care providers
can not fully meet health care neak

(cont 1nued)



PROJECT FREOSE (aontinued)

CNDITIONS THAT WIIL INDICATE

PURROSE HAS BEFN ACHIEVED:

END (F PROJECT STRIUS

Imroved, cost-effective services
provided to 2.5 m llion paple
in HIO and 0D facilities.

45,000 pecple using rew premaid
health care services.

M2ANS OF VERIFICATION

Finacial records, ratios
ax MIS reports.

d¥FE rewords, clinic reports,
bark loan distributions ard
records.

ASSIMPTIONS FCR AHIEVING PURROSE

bBayptians will progressively
use private health sector
as saroe of qnlity care.

Reasorahle profit possihilities
exist for private haalth care
providers within the econamy.

QUIRULS

QE facilities aaverted to
aost recovery gperations.
Inproved camercial barking
system to provide finacial
services to health care
poviders.

BExpanded number of privete,
prepaid health delivery
mechanians.

Improved administrative and
finarial cgpahilities at Qs
ard HIO thru MIS improvarents.

Increassed rimber of private
medical practices particularly
in rural areas and secardary
cities.

MGNITUE CF CQUTRUTS:

40 hospitals, 3,500 beds
10 palyclinics

10 barks participating

5 private insurance schames
S5 D o BMD-like facilities

4 comlete MISs to include
st acoamnting, registration,
petient information, inventary
aontral, quality assessrent

14,000 individal practices
S5 grap practices

MEANS (F VERIFICATICN
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ASSUMPTIONS FCR AHIEVING CUIPUTS.
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gmull scale lenders.

AE axtines syport of
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HIO ard QX0 can retain trained
persomel.

Private physicians contine
to be good credit risks.

(continued)
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INRUTS IMPLEMINIATION TARET MEANS (F VERIFICATION ASSMPTIONS FCR PROVIDING TNPUTS
(Type & Quantity ~ $000)
1. Gost recovery anversions: $45,000
Technical Assistance: ($10,000) JE axtines to sygport public ad
Perfommance Didhursarents:  (3H,000) private health sector “evelcoment.
{(Bxfprent: (17,000)
(Renvations: (18,000)
2.Managament Inprovenents 10,000
to HIO ad A0
Tectnical Assistance: (3,639) Designed techrology training,
Training: (1,500) equiprent ad resaurces levels
amodities/Myiprent  (3,800) can improve effectiveness
Cperations Resaarch (1,061) of the health sector.
3. Private Sectar Credit 33,500
Credit Fux (33,000)
Tednical Assistace: ( 3,800)
Training: ( 1,500)
Cammodities: ( 200)
4, Pvaliation and Andit 1,500
TOIRL: @‘(DO Financial disbhursament records
(DOC: LOGICAL)
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