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SUMMARY AND RECOMMENDATIONS 

Cost Recovery Programs for Health
 

Project No. 263-0170
 

A. Project Summary
 

I. 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 is 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 is limited
 
and they cannot charge fees. The free health care policy was intended to 
protect the poor, but it is not providing health care of acceptable quality to
 
any social group. 

Private health care services are a small proportion of the tctal in Egypt,
 
comprising 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 their greater interest in p:eventive health care and cost
 
control, are virtually unknown. Both individual and group private
 
practitioners are heavily concentrated in metropolitan areas.
 

A comprehensive approach is required to address the complex problems of the
 
Egyptian health sector. Building more hospitals is a proolem rather than a 
solution, because they only add to the current heavy recurrent cost burden. 
What is 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 Strategy 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 
HIG/CCO management systems, health care service quality, and fee schedules 
will provide model syst~ins for cost recovery operation of converted 
facilities. Technical design studies indicate that MOH facilities can be
 



- ii ­

converted without major construction to provide improved health care service,
 
and collect fees sufficient to cover their operational costs. Financial
 
analysis estunated a financial internal rate of return of approx(imately 48
 
percent in real terms, indicating the very high efficiency of investing in
 
conversion of facilities to cost recovery operation.
 

Even the healrh care providers currently operating on firm financial basis can
 
oe consideraoly improved. 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 improvements. 

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

3. Project Description
 

The purpose of this project is to establish 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 (I)
enacting and implementing policy changes and institutional systems to 
introduce user fees and cost recovery throughout the GOE/MOH health care 
system; (2) introducing cost recovery management uiprovements to existing
health insurance and fee-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 component.: 

(a)Component 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 
implementation of cost recovery systeos throughout GOE/MOH health care 
facilities. A ?4Th Project Directorate will be given the mandate and assigned

the required technical and managerial personnel to convect designaLEtd
 
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 estunated 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 institutions providing improved

service and employing improved systems and user fees. Each facility 
undergoing conversion will ce provided with adequate technical assistance and
 
training for institutional development, as well as shelf iten equipment.
 
Renuvation of facilities and offshore procurement of major equipment will be
 
funded under "modified: Fixed Amount Reimbursement arrangements, i.e., funds 
will Le disbursed to MOH cased on implementation and payment schedules as 
approved cy coth LMOH and USAID. As a condition precedent to discursement of 
funds for facility renovation and equipment it is required that the GOE 
implement procedures to assess renovation and equipment neecs, and formuiate
 
regulations governing the administration of funds.
 

A typical Reform Plan will consist of:
 

" 	selecting and identifying a specific numoer of MOH facilities for
 
conversion;
 

" 	plans, cost estimates and schedules for cost-effective renovation,
 

including equipment and technologies; 

* 	specifications on level and quality of health services to be provided;
 

* 	plans for staff training and development;
 

" 	plans for new management systems, including information, maintenance and
 
inventory control, ana financial control;
 

" 	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 oy uiproving staff, manacement, facilities, maintenance and services
 
through appropriate contracting, training or other inputs. Canpleted
 
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 staff and other resources, resulting
 
in 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 institutional 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 end third
 
party payments.
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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 is approved, 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 implementing user fees. Ail c mpleted facilities must achieve 
cost recovery from at least 60 percent of their 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 before approving
 
funds for successive plans. In addition, this procedure builds in an
 
incentive for the MOH to achieve its cost recovery objectives as quickly as
 
possible.
 

(w 	 Component ?wo- Management Improvements for Current Cost 
Recovery Providers 

The 	Project will provide $10 million to improve the operational effectiveness
 
and 	efficiency of current operating cost recovery systems, emphasizing
 
management improvements and operations research activities. Major activities
 
will focus on the Health insurance Organization (HIO) and the Ourative Care
 
Organization (COO). Smaller scale activiLies to .- rovp manaqemenr practices 
and 	fund operations research will involve 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 from single care oLganizations to larger systems of facilitles.
 
Their monitoring and control procedures have become a patchwork of
 
arrangements which were developed to deal with problems which faced these
 
organizations at earlier points in their evolution. These procedures offer
 
neither 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 in Egypt, a considerable spread effect of this
 
technology to other organizations can be anticipated.
 

The HIO already has a conputerized MIS for beneficiary registration and drug
 
usage at its Alexandria branch, developed under the Urban Health Delivery
 
System Project (No. 263-0065). It has an experienced staff which is currently

conducting design studies for expansion of the MIS in Alexandria to encompass 
cost accounting, patient records, and quality assessment modules. The project 
will provide the necessary technical assistance, training, and computer
 
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 COO 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
 



will focus on developing a comprehensive system to en~compass the current CCO 
manual practices for financial and accounting systemrs and inventory control. 
Once the manual procedures have been developed and 'integrated into a system,
computerization will be undertaken. 

>The piroject will &lso support somewhat smaller initiatives for improvement of 
management practices in university health care facilities and professional
health organizations. The, basic cont 'ours of these sub-projects 'will be 
negotiated between the Project Directorate and the participating
organizations. it is anticipated that support will be provided for.Currently 

two manual or computerized MISS for university health care providers, and for 
development of a' model computerized MIS for group and individual health 
practices. 

c. Component 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 MOHsystem 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
health sector can also be assisted by supporting the development of prepaid 
group health care systems, an approach which emphasizes preventive health 
care, but which is currently uncai n 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 baniks 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 garantees 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 iscurrently being developed with technical 
assistance and training under the Private Enterprise Credit Project (No'.
263-0201)t and will be fully operational in 12 to 18 months. Component Three 
will provide technical assistance and training to the COC in the sp~ecialized 
requirements of private health care practitioners. 'After the CGC isfully

operational, funds will'be obligated for capitalization of the credit
 
guarantee fund. 

The contractor will assist the CGC inestablishing an accreditation and rating 
system for participating banks. Ceilings for loans under the guarantee 
program will be established for each bank, and criterha for loans will be 

'4' /" 
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specified. Any loan within the guarantee ceiling 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 loans to 
private practitioners. This will include financial analysis, loan evaluation,. 
access to andexchange 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 
collections, making loan activity to the-private health sector ire attractive. 

Component 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 
Component 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 
health 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 some 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 cc"ponents are listed in Table S-1 
on page 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 coordinating assistance to project activities and 

'- i ' 
. :.;: :: . ;. :;i; : •. " - :, ,' , - '1 . i"> ;: :: iii: i i~i i~ iii~i iii ! !, i • ,. : ; !::.A-..: .:,,•. ,~t 



viii 

participants. Membership will-be representatives of MOH, MIC, the Egyptian
Credit Guarantee Corporation, the Health Insurance organization, the curative 
Care Orgahizatiorf, the Medical Syndicate, a private health care provider, and 
the LUSAID uoicer. 

Componnt 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.
 

Component T oactivities will be managed through existing staff organizatins

neceiving
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 Commnittee.
 

component Three will be managed by the CGC under Law 159 as an independent,
private sector joint stock corporation with 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 w4.11 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. IOC's or 8A contracts will be used for audits 
and evaluations.
 

Component One : Through an AID direct contract, a U.S. management

system/technical assistance (.TEA) contractor with Egyptian subcontractors will 
assist the Project Directorate inmanaging 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 M&E, management, fiscal accwunting

and maintenance. 

Copnent ITo :The U.S. M/'IA contractor will assist each funded health care 
agency/provider in developing/adapting management improvements and management
information systems. The system will t.j specific to each, 1unit's needs. 

Component 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. 

I 
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Table S-2 
Illustrative Budget by Component and Activity
 

AID Life-of-Project
 

Component

A 


Cost 

Recovery 


MOH 
Facilities 


Guarantee Fund 
Equipment/Commonditiesi 10,000 
Renovation/Facilities2 21,000 
Training 1,600 
Support Services 12,400 

TOTAL 45,000 

Iffshore Procurement
 

21ncluding Shelf Item Procurement
 

Coponent
B 

Manage-
ment 
improve-
ment 

Component
C 

Health 
Care 

Practice 
Finance* 

Eval­
uation 

& 
Audit 

LOP 
TOTAL 

3,800 
-

1,500 
4,700 

33,000 
200 
-

1,500 
3,800 

-
-
-

1,500 

33,000 
14,000 
21,000 
4,600 

22,400 

10,000 38,500 1,500 95,000 

*USAID authorized LOP level is $38.5 million for Camponent C. Current 
obligation includes $1.5 million for technical assistance for this component.
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 USkID. 



PROJECT AUTHORI ZATIWN
 

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

Number of Project: 263-0170
 

i. Pursua.nt to Section 531 of the Foreign Assistance Act of 1961, as amended 
(the *Act'), I hereby authorize the Cost Recovery for Health Project (the
 
"Projecto) fTor the Arab Republic of Egypt ("Cooperating country") involving
 
planned oblioations not to exceed Ninety Five Million United States Dollars
 
($95,000,000) in 	grant funds over six years from the date of authorization,
 
subject to the ivailability of funds in accordance with the A.I.D.
 
OYB/allotment prc'-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 &Lsist the Cooperating Country in expanding and improving 
health care and cost recovery services. The Project is intended to have three 
main components: (a) plar.ring 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 ccuq nent. 

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. regulations and 
delegations of autiority, shall be subject to the following essential terms 
and covenants and major conditions, together with such other term 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
 

(i) First Disbursement 

Prior to any disbursement or to the issuance of any commitment 
documents under the Grant, the Cooperating country shall, except as the 
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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 sIcnature 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 Comnittee, including delegation of authority for policy decisions, 
planning, and implementing of component (a), referenced above, of the Project. 

(2)Additional Disbursements: Renovation of Facilities
 

Prior to any disbursement or to the issuance of any comitment
 
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 obligation 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. 
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(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 Project. 

(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 reimoursed by the Cooperating Country from its own 
resources.
 

Marshal.l D. Brown 
Director, USAID/Egypt 

bte 



i. 	BACKGROUND AND RATIONALE
 

Egypt was a pioneer in the establishment of rural health services in 1942.
 
Since that time, a variety of inlovative steps have been taken, including the
 
integration in 1952 of separate community health programs within rural health
 
units. The Government made a commitment in its 1962 Constitution to provide
 
free health care to all citizens, and it has rade a valiant effort by
 
developing over 2,000 rural health units and over 225 hospitals. However,
 
rapid population growth has exerted tremendous pressure on existing
 
facilities, and competing budget priorities have prevented the expansion of
 
financial support. Lacking significant fees for health services, these
 
facilities cannot provide quality services or expand to serve the increasing

patient load. t has become apparent that the good intentions manifested in
 
the Constitution cannot support an adequate system of quality health care.
 

A. Government Health Care Facilities
 

The Minisiry of Health provides the following health care facilities:
 

* 	Basic or Primary Health Care: Approximately 2100 rural health units and
 
55 small rural hospitals providing integrated clinic services for maternal
 
child health, school hygiene, camiunicable disease control and general
 
therapeutic care. These clinics and hospitals service 20 million
 
out-patients end 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
 
cut-pati.ents 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
 
hospitals, fever and communicable disease hospitals, and assorted
 
specialty and educational hospitals. They serve approximately 5.4 million
 
out-patients and 216,000 inpatients per year.
 

* 	 Semi-autonomcus MCH Health Care Systems: There are t.o government health 
care systems which operate with considerable2 autonomry. Both charge fees 
for quality health services, and have considerable control over staff and 
other resources. The Health Insurance Organization (HIO) provides health 
insurare for 3.5 million workers nationwide, and labor accident and 
occupati:onal health insurance for 6 million workers. Facilities include 
66 poly linics and medical centers and 25 hospitals. The Curative Care 
Organization (CCO), encompasses 15 hospitals in Cairo and Alexandria.
 

The health care facilities directly administered by the 140i provide only
 
rudimentary services of relatively meagre quality, since their budgets are
 
limited and they cannot charge fees. The MIvH 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 quality personnel.
 

The semi-autonomocs health care systems, on the other hand, Drovide
 
satisfactory service levels on a fee-for-service basis. Both the HIO and CCO
 
have relatively high degrees of client satisfaction, indicating a willingness
 
to 	pay for qualitv health care even when free health services of a lower 
cali er are available. Both services are insound financial condition, with 
net incomes of 8 to 12 percent on gross revenues. 

3. Private Health Care Services
 

Private healfh care services are a relatively siall proportion of the total in
 
Egypt, ccmnrising 11.2 percent0f all health care expenditures and 8 percent 
of all hospital b'eds. Currently there are no private health maintenance
 
organizations, preferred providers, independent provider associations or other
 
prepaid health care systems. As in most countries, private health care
 
practitioners are heavily concentrated in metropolitan areas. 

The small size of the private health sector is to some extent a function of
 
the pervasiveness of public health facilities. However, the government now
 
welcomes an expansion of the private health sector, since it cannot divert its
 
budget fr critical development priorities to expand MOH health facilities.
 
The relative lack of private practitioners in provincial cities and rural
 
areas was previ.cusly thought to be a function of market forces, but recent 
analysis indi.cates that lack of access to credit has been a stronger
 
impediment. Technical experience, along with inaccessibility of cap't-al, has
 
impeded the development of prepai-d group health care systems. The private
 
health sector nas tremendous potential to increase 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.
 

" 	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 grcup.
 

" 	Because of competing developmental priorities, funds are not available for
 
expanding government health care facilities. Evjen if GOE or AID funds
 
were available 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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" Government health care facilities lack control over staffing and other
 
resources, and are the employer of last resort for medical school
 
graduates. These facilities rist be allowed to coordinate and control
 
their inputs in order to provide quality health service and a'-tain
 
efficient operation.
 

" The government has ordered that the HIO and CCO services be expanded -o
 
provide wider coverage, but sufficient investment funds are not available 
for developing new facilities. It is believed that services could be
 
increased significantly by incorporating modern management systems to 
replace present outdated and unsystematic practices.
 

" The private health sector is neither substantial nor dynamic, particularly
 
in the provinces and rural areas. Vigorous expansion of private health 
practices and prepaid health care systems would relieve government health
 
care facilities of a considerable burden. 

D. A Strategy for Sectoral Transformation 

A permanent solution to these problems requires a compiete transformation of 
the policy framework, institutional structure, and financial operation of the 
nealth care sector. The Ministry of Health is fully aware of this, and is 
prepared to make the necessary policy changes, convert its facilities to 
fee-for-service operation, and transform its health care system to a cost 
recovery basis. The first requirement of this transformation is the 
improvement 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 MOH in converting 40 selected
 
hospitals and 10 clinics of varying type and condition. Conversions include
 
institutional development and upgrading facilities and equipment. A 
performance disbursemnent mechanism will provide funding for packages of 5 to 
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 
transition from a system which clearly does not offer satisfactory service to 
anyone, to one providing improved health service to all social groups. The 
CCO uses a stratified fee schedule wnich provides low-cost health service to 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 iffproved. Both organizations use outdated 
management practices, and could expand their caseload by using modern 
management systems to coordinate and control their resources. This Project 
will design and install management information systems for the HIO and CCO. 
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This will improve their efficiency, and encourage the spread of modern
 
.managementsystems to other health care facilities.
 

Expansion of the private health sector must be part of any comprehensive 
strategy for improving Egyptian health services. This project will develop a
 
credir zrooram to private practitioners, emphasizing loans for establishing
 
practices in peri-urban and provincial areas. It will also provide technical
 
assistance and encourage credit accessibility for developing group and prepaid 
health care systems. This will sti.mulate an expansion of the private health 
sector and diminish the turden on government facilities.
 

E. Proecr .Rationale 

AID policy supports efforts to establish a sound financial basis for health
 
care systeirs. The AID Policy Paper on Health Assistance notes that "Health
 
financi.ng activites should address development of private services,
 
fees-for-service, efficient resource allocation and use equitable distribution
 
of resources, cost containment, and the overall organiz-tion of the health
 
system.' This is virtually a recipe for the Cost Recovery Programs for Health
 
Project, which responds to all these guidelines.
 

The USAID FY 1989 CDSS repeatedly stresses two themes: the need to control
 
recurrent costs, and the value of encouraging private sector expansion to
 
diminish reliance on government institutions. Orne of the three areas
 
identified for health and nWtrition 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 MCH to consider 
sweeping reforms in order to expand facilities and increase the quality of 
services. They are prepared to convert existing facilities to a soand 
financial basis by changing to fee-for-service operations. They are also 
encouraging an expanding role for the private sector in carrying the barden of 
health care in Egypt. Both of these are important elements of the Cost 
Recovery Programs for Health Project. USAID/MCH ccmrittees 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 four Mission health projects: Strengthening Rural 
Health Delivery, Urban Health Delivery Systeirs, Suez Medical Education, and 
Control of Diarrheal Diseases. These experiences have yielded lessons on what 
works in project design, project imanagement and implementation. These lessons 
are reflected throughout the Project. 

http:financi.ng
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IT. PRJECT DESCRIPTICN
 

A. Project Goal.and Purpose
 

health of the Egyptian people by enhancing the quality, availability, 
sustainability, and accessibility of health services. 

The Project purpose isto establish a sound financial basis for the health
 
sector through cost recovery system.
 

To achieve its goal and purpose the Project includes a comiprehensive approach 
involving three canponents. 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 Tw praotes 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 Coponent. Three focuses on 
the private health sector to encourage its expansion, and diminish the MOH 
burden accordingly, by providing funding and technical assistance for the 
expansion of credit to private practitioners and the developenti of prepaid 
group practices. Detailed descriptions of the three components follow. 

B. Ccmonent One: Conversion of MH Hospitals and Clinics to Cost Recovery 
Basis 

The HIO and CCO have clearly shown that health facilities inEgypt can operate
 
successfully on a fee for service basis and recover their operational costs.
 
It is equally clear that substantial fees cannot be charged withot providing 
improved medical service, which calls for considerable investment in 
institutional developrent, improved facilities and equip ent, and financiali 
systems development. The HIO/CCO examples demonstrate that a viable cost 
recovery health facility is mch more than good doctors in an adequate 
building. It mst have effective management to allocate personnel and 
physical resources efficiently, and it requires concise and timely information 
to monitor financial and 'other operations. 

The MCH 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 regulatory status 'similar to the HIO and CCO. This means' 
that fees can be charged to cover 'the cost 'of operations, and reveriies '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 
pcovlde more adequate pay in return for specified higher level performance'. 
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AProject Steering Commnittee whiich participated in development of the project
will be revised to direct its implementation. A Project Directorate will be
created within the WE to undertake implementation of Component Three, with
U.S. and local technical assistance contractors to provide necessary support
for"convers ion-of~facli tiest trecovery system. _This ­
been utilized previously on USAID/M'VH projects, and provided satisfactory.

implementation arrangements. Appropriate managerial and technical personnel
will be assigned to the Directorate by MOH as a condition precedent to initial 
disbursement. No new personnel will be hired for the Directorate, which will 
be 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
 
hospitals and 10 clinics into cost recovery facilities. This includes
 
improving management systems, upgrading service delivery system, enhancing

personnel effectiveness and productivity, and rehabilitating facilities and

equipment. Each health facility is unique, and thus the mix of inputs will
 
differ in each case.
 

Detailed plans for institutional development, upgrading facilities and

equipment, and financial monitoring and control systems mist be prepared and
 
approved as a basis for proceeding. These plans will include:
 

* 	 Assessment of baseline institutional, physical, and financial conditions. 

* 	 Specification of scope and quality of planned services and anticipated
 
patient 
 load. 

* 	 Detailed plans, cost estimates and schedules for cost effective
 
rehabilitation and conversion of facilities to-support improved 
 services. 

e 	Specifications, cost estimates and rationale for new equipment. 

* 	Plans for staff training and development.
 

* 	 Plans for design and installation of management system, including

information systems, maintenance and inventory controls, and financial
 
management' systelm. 

* 	 'Integrated system plan and schedule for completing conversion of the
 
facility.
 

e 	Specification of fee' structure and projection of revenuie and expenses,

demo~nstrating financial feasibility of conversion 
 to 	cost' recovery. 

These conversion plans will be certified by the MOH 'and reviewed and approved
by JSkID 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 implementation, process. The initial disbursemnent 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 d.i.soursement will provide fundi.ng for an initial block of 3 or 4 
facility conversions, after the above plans, specifications and procedures 
have been developed 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 
disoursement plan is described in greater detail in Section III, and presented
 
in Annex :. 

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

i. Institutional Development 

Institutional development activities will focus on achieving improved
 
management systems stressing flexible and responsive approaches such as those 
ploneered 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 developrent will be (a) 
designing and applying policies, procedures, regulations, guidelines 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 output of second 
disbursement funding and a prerequisite deliverable prior to Disbursement 
T'hree. The PPRGS will be used by the Directorate and USAID project management 
as a matrix or "cookbook' for guiding 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 desiqn and 
evaluation activities related to PPRGS development. Siccessful components of 
the CCO, HIO and other exemplary GOE/private sector health systems will be 
used as a basis for PP1W3S development. Very detailed guidelines for 
developing the PPPrJS system have already been prepared, and are included in 
Annex M.
 

, Jf~ 

http:fundi.ng


-8­

b. 	Management r Personnel and Staff Development Systems
 

Management, adrpinistrative and personnel systems will be developed by adapting 
and applying the general sysi-ems outlined in the PPRGS to each of the cost 
recovery faciliti.es by the Prcject Directorate, the cost recovery facility 
manaaeTent team and technical assistance contractors. The project will 
provide 5c0.5 pm of expatriate TA for design/evaluation and 96 pm of local TA 
for project developrent assistance to each facility. Cost recovery facilities 
can access approxinately 12 pm of TA each (600 pm total) for institutional 
development f appropriate PPRGS and administrative/personnel systems. 

" 	Personnel efficiency and productivit-y will be improveJ by adopting new
 
personnel practices including contract hiring, concise definirions of
 
responsibilitr-.es, and performance evaluations. 

" 	Staff development will be introduced through on-site training for
 
management personnel which will include at least 130 hairs of formal
 
training per facili.ty i.n relevant aspects of management and 
adm.inistration. The Project Directorate will work with the Director of
 
each facility to prepare a training plan and administer all training.
 

" 	Special training orkshops 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
 
MOi/GOE officials.
 

* 	Approximnately 60 months of short term training and 60 months of on-the­
job traini.ng wo I expose Ma1/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 
[m of assistance to the Directorate and 4 pm to each facility (total of 200 
prm) to improve these skills. 

c. 	 Management Information Systemns 

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 outline basic requirements for initiating an adequate 
management infornmation system in each cost recovery facility. Directorate
 
consultants in collaboration with the facility management will develop a MIS 
plan with electronic and manual components. Key areas will be management data 
(service uoit- use analysis, financial management/cost accounting and basic 
management controls), maintenance management, logistics/inventory control and 
basic patient registration information. The project will provide 

http:traini.ng
http:facili.ty
http:faciliti.es
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192 pm of local TA which will be the largest single TA component 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 MCO1/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 equipmnent repair procedures. 

-,-­2. Improvement of Technology and Facilities 

This activity involves upgrading diagnostic and therapeutic services incost 
recovery facilities'thrcugh appropriate equipment, facility renovation, and'. 
equipment use training. Diagnostic and therapeutic services inmost MOH/GOE 
facilities are seriacisly underfunded and deficient, particularly,quality 
laboratory services.* A major focus of equipment puirchases and 'renovations is 
to imnprove the diagnostic and therapeutic 'capability and operational 
efficiency of cost recovery facilities. 

Outpatient, pediatric, ob-gyn and surgical services. are usually high .
 

-demand/volume services critical to quality patient care and the of
success 
cost recovery program~ . The project will focuas on 'imp'roving these -services, ~ 
thrcugh better equipment and appropriate facility renovations, including bai 
sanitlation and utilities upgrading. ',' 
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Laboratory set-vices are essential to providing quality health services and are
 
a major source of revenues. Appropriate level laboratory services, including
 
hematology, microbiology and biochemistry, will receive high priority. With
 
improved equipment capability, significant improvements can be realized in
 
accurateiy diagnosing many infectious, metabolic and hematological diseases.
 

The project will provide substantial technical assistance for A&E and
 
conTdity procurement. The Project Directorate will use some 180 pm of local 
TA for initial planning and monitoring of renovations, and the cost -ecovery 
facilities will use a total of same 960 pm of A&E TA for assistance J.i 
designing and supervising renovations. It is estimated thar clinic renovatiOns 
will require approximately 12 pm each, small hospitals 1.8 pm each and larger
 
hospitals some 24 pm each. Some 200 pm of prchasing/contracting TA will oe
 
provided to assist with medical equipment specifications, preparing and
 
evaluating RFTPs and contract negotiations. Significant portions of the 1.32
 
pm of Directorate and 600 p. of facility TA for maintenance and logistic
 
control can be used to insure the appropriate use and maintenance of
 
laboratory and other patient care equipment and renovations.
 

3. Financial Systems Develojpment
 

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

a. Macroeconomic 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 measurements for the health care delivery system. The
 
Project Directorate will prepare the economic analysis data in coordination
 
with appropriate MOH opecational units. The MCH 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 '. be the design, implementation, and
 
evaluation of the following systemis:
 

* 	 Management control system to comp re the operation of various facilities 
within the ZMH/GOE health system, particularly cost recovery facilities. 
Key managenent control areas of interest include cost effectiveness; 
efficiency and benefit indicators for facility performance; financial 
progranning methods; budgeting methods; reporting methods; and fiscal and
 
operational analysis methods.
 

* 	 3udgetinq/Fee Setting/Capitation systems to determine the overall extent 
to which cost recovery can aucment current GOE budgetary requirements for 
health care services in various socioeconomic settings. 
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* 	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.
 

* 	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 Managerrent Systems 

The financial systems of the GOE/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 expatriate 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 capaciky 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 GO' standards, designed and 
implemented for revenue centers, expense centers, mission centers, key
 
service centers, program centers and opportunity costs.
 

* 	 Standard accounting formats evaluated and defined for cost recovery
facilities which outline balance sheet revenues/expenses; changes in fund 
balances; working capital; changes in financial position; activity
 
revenues; costs and inccme.
 

* 	Formatted audit guides for facilities.
 

* 	Budget development procedures outlined; data development (historical and
 
forecasting); and unit budgets.
 

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

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

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

" 	Locally generated funds being appropriately managed and used to improve

preventive and curative care services in the facility and cmnunity.
 

* 
80 percent of the cost recovery facilities achieving operational
 
self-su ff iciencv.
 

" 
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 recover.y facilities. 

* 	 Improved quality of services for patients/clients of targeted cost
 
recovery facilities.
 

B. Comonent 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 (HIO) and the Curative Care Organization (CCO).
Both serve as a paradi.gm for the conversion of other MOH hospitals and clinics 
to a cost recovery basis. Component 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 outgrown their rudnimentary management procedures as
they expanded from single care institutions to larger systems of facilities. 
Their management practices and performance monitoring procedures have become a 
patchwork of arrangements which mostly are designed to deal with problems 
which faced these organizations at earlier points in tneir 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 throughout the Egyptian health care system. 

1. Proposed Component Two Activities 

Component Two will provide effective programs to modernize the HIO and CCO 
management systems; investigate and apply other management ideas through 

http:paradi.gm
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operations research; and introduce these innovative systems to 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 i.nclude at a minimum the following: 

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

* 	Anticipated relationships and benefits to the other Project components. 

* 	Training and technical requirements including software needs; staffing
 
implications to the organizations.
 

e 	Other specifications and details as determined necessary by the Steering
 
Committee.
 

Project funds will be available to both organizations for preparation of their
 
proposals. It is anticipated that in addition to Egyptian expertise, some
 
outside technical experts in MIS will be required to 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 Committee. 

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, the 
need for outside assistance to prepare proposals will be limited. 

2. Sib-activity Descriptions 

a. 	 Health Insurance Organization 

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 though the 
Urban Health Delivery System Project (UHDSP) No. 263-0065. The HIO made a 
very significant contribution to the activity with its support of staff 
salaries, new positions and construction. 

-7 
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The HIO now has a trained staff with considerable experience in computer
 
operati.ons, and i.s satisfied with its results and confident in its 
sustainability. The HIO will now explnd the system i.n Alexandria by upgradi.ng
 
the patient recoras system, cost accounting procedures and the patient care 
quality assessment program. HIO also plans to expand the MIS to the National
 
Headquarters in Cairo and to a- least one of the other remaining branches
 
(inst li.kely Cairo Governorahe) using experiences and systens developed in 
Alexandria.
 

Currently, the HIO is conducting a feasibility study for expansi.on of its MIS
 
system i-n Alexandria. The expansi.on will provide management at- all levels
 
with timely and accurate i.nformati.on so that plans and objectives can be
 
achieved or, as needed, changed to accammcdate new circumstances. The
 
feasibility study will be completed by the time this Project is funded. The
 
results of the feasibility study, which will also examine appropriateness of
 
the remaining MIS modules (cost accounting, patient records, quality
 
assessment), will form the basis for the HIO proposal to the Project
 
Directorate for funding support.
 

The tra.ned staff of the HIO Alexandria Branch can play a significant role in
 
expansion of the MIS to its other branches and perhaps to other organizations.
 
Training facilities in Alexandria and elsewhere can be used to run focused
 
skills upgrading sessions in data management, data processing and service
 
delivery. Where cmputerization 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 cultivate a
 
systemic and organized approach to data handling and interpretation. Project
 
funds can be used to refine and further develop these training modules.
 

b. Curative Ca:: Or:nization 

The CCOs are currently operating at close to a break-even point. However,
 
improved management information systems will greatly improve their efficiency 
and effectiveness of operation and provide experiences and lessons that can be 
applied to other facilities as cost recovery programs expand around the 
country. Component Two will provide assistance to the CCO in setting up such 
a MIS. The first step will be to develop a comprehensive system based on the 
CCOs' current manial system. This will include financial and accounting
 
systems and inventory control. Where necessary, the manual system should be
 
filled cut and capleted. Once a good manual system is in place,
 
ccmputerization 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 perfomnance
 
reporting and program/services planning.
 

http:i.nformati.on
http:expansi.on
http:expansi.on
http:upgradi.ng
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Experiences in developing HIO's MIS will be used by the CCO to develop their
 
own management information systems. For example, HIO has Arabized its 
software. They understand the MIS needs of a health care provider organization
 
in Egypt, and they have trained s~aff That can transfer knowledge to the CCO.
 
In effect, HIO has already completed much of the research and development
 
required o get .MISs up and running. The availability of this knowledge will 
shorten the period required for the CCO to develop its management information
 
system.
 

c. innovative Management Improvement and Policy Dialogue . c~-1vties 

Proposals put forward by university health care facilities and other health 
care providers such as professional organizations will also oe supported by 
the Project. Individual funding levels for such activities are expected -obe 
between $25,000 and $250,000. The Project Steering Comnittee will decide on 
the merits of individual proposals and will set funding levels as appropriate. 
There must be a clear benefit to the overall project purpose for a proposal 0o
 
be accepted. Specific activities thaw might be funded from this innovative
 
activities fund include: 

* 	Development of small computerized MISs for group and individual medical
 
practices. Funds will be used to test the technology and develop a
 
prototype only. Funds required by health care providers to set up a MIS
 
in their practices will come from other sources (such as bank loans).
 

* 	Development of MISs for university health care providers, either manual or
 
conpterized or both.
 

* 	Development and distribution (e.g. printing costs) of information packages
 
for improved management techniques for small-size health care providers. 

* 	 Policy dialogue conferences and training sessions in Egypt to explore cost 
recovery practices and progress. 

e 	Policy dialogue studies. 

3. End of Project Status for Component Two Activities 

* 	 Utilization by HIO and CCO of modern integrated management systems for 
monitoring and control of staft, commodities and resources, general
 
operations and provision of health services, and firiancial operations. 

* 	Service delivery expanded in HIO and CCO without developing new facilities 
or addition of new staff. 

• 	HIO and CCO capable of providing technical assistance to other interested 
health organizations for designing and implementing management information 
systems. 
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e 	Innovative management improvements J.n place and contributing "-o more
 
efficient operati.ons at selected university health care facilities and
 
other he.!'h care providers such as professional organizations.
 

C. Component Three: Expansion of Private Health Care Practice
 

Private sect-or practitioners and ins'i-uti.ons have great potential for 
expansion, which wtxuld relieve government health care facilities of some of 
their excessive burden. However, their growth has been impeded by a variety 
of factors. Cacurponent Three will address some basic constraints and foster 
the expansion of private sector health care. 

Private practitioners are highly concentra-ed in large metropolitan cen-ers 
such as Cairo and Alexandria, and have a iruch smaller presence in provincial 
cil-es and virtually none in villages. MO- hospitals and clinics irust fill 
this void, bu have been unale to provide quality health services. The 
distr.bution of private practitioners is to some extent a function of the 
markel, out recent studies have clearly indicated that provincial and village 
clients can and will pay for quality health ser-vices. 

Health finance experts have identified inadequate access o commercial credit 
for startup and expansion of private practices as a critical constraint to The 
expansion of private sector health care outside the major metropolitan 
centers. In particular, it has been found that many doctors who work at MOH 
facilities and "moonlight" after hours would prefer to leave government 
service and set up full time private practice if they could secure credit for 
the considerable investment required. Thus credit availability would not only 
stiulate expansion of the private sector in non-metropolitan areas, but also 
would draw surplus labo r which may be displaced by the conversion of MOH 
facilities to cost recovery operation. 

Another basic constraint is a relative lack of modern management 
capabilities. Individual, group and prepaid health care practices use 
rudimentary systems for monitoring and controlling personnel and physical 
resources, for managing costs and billing clients. Component Three will 
provide technical assistance and training to enhance the managerial 
capabilities of these private practices, improving the quality of health care 
and facilitating greater efficiency and profitability. This should encourage 
expansion of private health care practices and diminish the burden of 
government facilities. 

The major activities proposed under this component are (1) augmenting the 
institutional capacity and financial motivation of private sector commercial 
lending institutions to provide loans to private health care practitioners; 
(2) improving the technical capability of commercial banks for financial 
analysis and services; and (3) improving the capacity of private health care 
providers to develop cost effective private, group, and prepaid health care 
practices. These activities are described indetail below. 
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1. Expansion of Credit for Private Sector Health Care Practitioners ' 

<V ~Egyptian comrilbnshave traditionally had little~inivolvement with
 
private sector health 'practitioners.. The small size of the average loan to an
individual medical practice, and the canplexity~qffinaflcial analysis_ 

""~~7T 	 credit reuirements'for' prepaid health' care-'services, has made the health ~~ 
sector less attractive for loan activity'than other private enterpri ,ses. 
other obstacles are the high collateral requirements (fixed ass'ets at, least
 
100 percent of loan value),, and leng-thy loan processing time. 

The project will utilize an organization developed by another AID project to 
address similar problems of credit for small scale enterprises.. It is the 
Small Enterprise Credit Guarantee Corporation (CGC), an element of the Private 

additional capitalization to CGC for guaranteeing loans to, private health care
 
practitioners and technical assistance and training in the special
 

'characteristic's and requirements of the health' sector to the CGC and private 
"< commercial banks. 

The project will provide $33 million' 'for additional capitalization of a credit 
guarantee 'funds in the CGC specifically designated for loans tb 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. Credi~t guarantee program usually start cut with 100 percent 
coverage of each lan,, but after~ participating .banks become accustomed to the 
new client group and realize their credit ,iorthiness, coverage can be 
decreased to.50 percent or less. Leveraged in this fashion, project funds 
can provide cr~dit guarantees for well over $70 million in loans by the end of 
project. 

Loan criteria will emphasize credit for health care practitioniers in 
provincial cities and the rural service areas of.MOH hospitals and clinics. 
in metropolitan~areas, loans to group practices and prepaid health cares I 

y 	 organizations will be encouraged. Loan' portfolios of participating banks will' 
be reviewed annually by the CGC to' assess the targeting of loans as well as­
defauilt rates, guarantee' claims, and other loan servicing criteria. 

The COC 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 'develomnt and training, it is not planned to be fully V 

operational for another 12 to 18 mo~nths. During that interim, until the 
technical assistance contractor has been selected and w.bilized, ,aPSC 
consultant will mo~nitor the development 'of CGC' and 'make preliminary plans and 
initial preparations for the 'contractor's activities.' AID 'will obligate 'funds 
for credit guiarantees after the' CG;C has 'developed the instituitional -capblt 

'to 	 'to respond the' special requirements of the private health care sector. 

The techinical contractor will assist the CCC in establishing an accreditation ,
and rating system for banks' wishing to participate -in the guarantee program. 

' 

... 
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The system wi 1 assess each bank's qualifications for participating, and
 
establish a ceiling for health loan guarantees. This elimi.nates the need for
 
micro-management of loan applications by -he CGC, since any loan meeting CGC 
criteria and within the guarantee ceiling will oe virtually automatic. To 
date, acout 25 percent of banks permitted to conduct business in local 
currency have expressed interest in +he program, and it is anticipated that 
more banks wi il become interested as the program gets underway. Accreditation 
will De carL ied out by a panel of senior banking experts, atid reviewed 
per iodical'L. 

Component Three will also provide technical assistance and training to the CGC 
to improve its capacity for servicing loans to private health care 
practitioners. This will include financial analysis, loan evaluation, access 
to and exchange of credit information, insurance, claims settlement and 
guarantee recovery, and marketing the loan guarantee program in the health 
community. These activities are aimed not only at creating these capabilities 
in the CGC, but at developing the institutional capacity for CGC to provide
 
technical assistance and training to participating cnTunercial banks. The CGC. 
will assist These banks in developing flexible systems responsive to the needs 
of private practitioners, simplifying and streamlining documentation for loan 
processing and monitoring, and developing effective and efficien management 
procedures for decreasing transaction costs. 

2. Technical Capability of Participating Commercial Banks 

The pro3ect will provide technical assistance to improve the loan processing
 
and monitoring capabilities of participating banks. Streamlining and
 
simplifying their procedures will decrease the cost of originating and
 
managing loans to private health care practitioners, making such loans more 
attractive to cariercial banks. Assistance will include developing
 
appropriate managment information systems and health sector market assessment 
sKills. 

Component Three will assist the CGC and its member banks to develop 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 systemns, to include designing, 
testing and installing software in the CGC and participating banks. 
User-friendly softwre 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 eligibility
 
assessment for health care financing. 

The Project wi l also provide technical assistance for CGC to concict 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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technical assistance, and survey expenses including 36 months of survey time,
 
per diem, travel, and data processing.
 

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

The projecl will provide technical assistance, training, and operations
 
research ac-i.vities to individual, group or prepaid heal-h care practices
 
through a direct AID conitract with a U.S. contractor and appropriate Egypt-ian
 
subcontractors. Approximately 132 person months of expatriate and 551 person
 
months of Egyptian technical assistance w11 be provided. Training will
 
include 980 person months of formal in-ccuntry training, 70 person months of
 
U.S. on-the-job training, and 12 person months of U.S. or third country 
short-terin training. Selected operations research activities will be devoted 
to developi-ng improved management approaches and procedures. Detailed plans 
for echnical assistance and trai.ning will be included in technical proposals 
subinitted by potential contractors. All contractor technical assistance and 
training activities will be coordinated with the relevant CGC assistance to 
participati.ng coffmmercial banks.
 

a. individual and Group Practices 

C ponent Three will provide technical assistance and training to individual
 
and group practices to improve management practices and upgrade the quality of
 
service. Some 120 person months of local and 33 person months of expatriate
 
technical assistance will be devoted to the preparation of publications,
 
workshops, seminars and on-the-job training, as well as specific assistance to
 
a limited number of practices. Scme 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 inArabic and a
 
training curriculum for devplnpinq marn.gPT~ent- skills for in-2 .i l/grrj 
practitioners. The guidelines and curriculum will include key areas for 
management and service quality improvements such as office management, filing 
procedures, and management information systems; staffing requirements, 
workplans and practices; financial acccunting and billing practices; use of 
conercial 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
 

http:participati.ng
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physicians to control health care costs. Private health care practitioners in
 
Egypt have had limited experience with designing and implementing prepaid
 
health care systems. Component Three will devote the major portion of its
 
technical assistance to developing new pLuepai.d health systems. Approxizka-ely 
176 rerson months of local and 153 person mon hs of expatriate echnicai
 
assis-ance wi .i be used to develop some 30 prepaid health care practices. 
ApproxJTalely 180 person months of local tra;.ning and 70 person months of 
on-he-3ob 'rai.ni ng 1.n the U.S. or third countries will also be provided. 
Approxi.:-ately 20 operations research activilies will also be conducted in
 
support of designing and implementing the prepaid health care systems.
 

:he Pro]ecl will fo _us its technical assi stance and -raini ng on key manaqejnent 
and service delivery issues for designing, implementing, dtvelop ng, 
onitoring, and evaluating effective and efficient prepaid systems. Detal led 

operational pians and projections will enable the organization to estimate 
inili-al revenue and expenses and to apply for credit. Within The first year 
The 'ecbnical assi.stance team will develop a financial planning model 
includi.ng appropriate procedures, melhods, uideiines, and standards for 
developing prepaid health care systems. 

The model will encoinpass all important variables for designing prepaid 
systems. These include expected annual use of medical and health care 
servi-ces, alternative organizational structures for providing various health 
services, and alternative staffing patterns and levels for service and patient 
load designs. it will also include methods for making estimates under vaLious
 
design assumptions of critical planning variables such as: costs and revenues,
 
external funding needs, patient loads, system size, premium levels and 
capitations on annual cash flow; physical resources, equipment and expendibles 
requireients for given services and patient loads; and annual cost projections 
and revenue schedules for system management. The model will also assess key 
organizational and operational policies which could result in low inif-i.al 
operati.ng costs, low indebtedness, and early profits.
 

The techni.cal assistance team will also develop a model management information
 
system and software package to monitor indicators of the financial planning 
model ou.lined 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 t-echnical
 
assistance. The contractor 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
 

Component Three activities will lead to the following accomplishments by the
 
end of the Project:
 

http:operati.ng
http:inif-i.al
http:includi.ng
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e 	Approximately 14,000 physicians adequately capitalized in private, group,
 
or prepaid practices.
 

* 	90 percent of project supported private medical practices operating at a 
profit and providing quality services. 

* 	Approxiately 45,000 patients receiving services in prepaid health care 
practices. 

* At least 10 commercial banks providing appropriate financial credit
 
services.
 

* At least 4,800 health care providers traiaed in improved management and
 
financial practices to operate cost effective private health care
 
practi ces.
 

* Thirty prepaid health care systems developed.
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III. 	 COST ESTIMATES AND FINANCIAL PLAN
 

A. Cost Estimates
 

The Cost Recovery Programs for Health Project will provide up to $95.0 million
 
inAID grant fundinrg, of which'!an estimted -$20.0 million will betin local
 
currency'costs. The USAID Mission Accounting and Control System (MACS) will
 
utilize six major project elements for fi:iancial reporting: (1)Support
 
Services including technical assistance and operational support for the
 
Project Directorate, $20.9 million; (2) Equipment/Commdities, $14.0 million;
 
(3) Facility renovations, $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 component and
 
sub-activity.
 

Cost estimates were prepared by technical design contractors in concert with
 
the Mi and reviewed by USAID. For Cmponent: One the institutionali 
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 pL ject willi'be considerable, but in general the cost 
estimates are in accord with previous experience. The USAID engineers and 
project officers familiar with these activities have been consulted, and the 
Project Design Commnittee has concluded that the requirements of FAA 611(a) for 
engineering plans and reasonably firm cost estimates have been fulfilled. 

Cost estimates for Component 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 acuirately specified. Estimates for designing a new MIS for 

* 	 the Curative 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 Canponent Three cost estimates were prepared by technical design 
contractors arnd reviewed by USAID. They provide for institutional developmnent 
and capitalization of a loan guarantee fund. This activity will be initiated 
when the implementing agency is fully operational and the amnount and phasing
of 	 capital requ.irements have been finalized. 
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, 2.. iO Cotibto 

TeGOE cainterpart cont ribution of $1. mlin '(Eequivaent) is mae up 
of project relaedoprations, support staff,fa iteanofcead. 

* 	 secretarial 'supprt for..the technical assistance and advisory, teamrs'. Table 
III-B "Illustrative Biudget, providesja summiary~of ths ios Ther 

willTbe a 	concerni oftePoetofcr'Dtils fAb *equ i'm for 7722
{~}W<~< 	 tracking 'of GOE cunterpart~ contr~iutions, will be' included iniPm, #1 ,,and, 

referenceto the tracking of these contriib.tions will bei made as a covenant, in' 
the Projet'~Agreementi. 
B. Etimated Expeniture Schedule 

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

C.~ Recurrent Costs 

The GOE currently provides the annual bu.dgetary support required for the 
operation 	and maintenance oflits health facilities. The conversion of the, 
existing facilities toaacost recovery basis~and the managenentlimpr ovenents, 
to' existing 'fee-for-services 'health care providers will help~reduce the. 
current'heavy reculrrent cost burden onthe GOE budget resurces~ an~d provide a 
quality health services and efficient operation at no additional costs, to the 
GOE. 

D. Methods of-~ImTplementation and Financing 	 :7W...<~ 

Table III-D~illustrates the methos fiiplementation andfinancing cvrn 
"Acontribution' the project'. following are ju'stifications for 

departing fath s of AI preferred mthiods offiiancing, 'namey FA o 
MAIFRLC, Direct reimTbursement and Diredt-paynient: ' 

1. Direc't shcrtae -t'iHn 

Because. of severe shraein foreign:,exchange, te Hs Countrydosnthv 
the, finazcialrescuros. to inakeIdollar,pyments tc ;contractors, anidJseek daily 

2. Ban L/Ciirn4 

The poetbdetincludes~$10. milo fo puchase ofmedical eupmt
supplis "andcdiuiodities' for ,50 hospitals~and clinics. Eqii nt' > 
specifications are not, standard for all facilities and will be ,purchas ed from 
niiitipleveridors. 'Therefore, use :of a PouentSupply agent (PSA) is 

k/K.~ ""Icontemnjated.-The Bank L/Camm method is 'rposed to control pamnts to -"2, 'Vf-~ 

Supliers,under 4var'iaos letters of credit'where proliferation:of invoices are 
~anticipated.. , ~4-..~.,.~." 	 4 ~" 4 44 
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TABLE III-B: GOE CONTRIBUTION
 

LIFE-OF-PROJECT
 

GOE Contribution
 
LE (000)
 
In-kind Total
 

Equipment Ccmruodities 6,000 6,000
 

Renovation/ConstL-uction 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
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3. Periodic Advance
 

Because of the GOE budgetary limitations, AID will advance local currency to 
the Projec:: Directorate on a 90 days requirement, based on a yearly workplan
 
and budget approved by AID. Before processing the initial advance to the
 
Directorate, AID will assess the Directorate's readiness to disburse the funds
 
for the purpose approved in the Project Implementation Let-er (PIL) and within 
the time frame requested oy the advance. In this resopect, AID will perform a
 
preliminary assessment of -he procedures, rules and financial controls
 
established for the Directorate's contracting, procurement and accounting
 
activites. AID will periodically conduct financial reviews of The
 
Directorate's disbursements, procurement and financial reporting under The
 
PILs) authorizing the Directorate to perform these functions. The financial
 
review will be performed by either RIG, USAID or non Federal auditors.
 

4. Audi.' Coverage
 

Under the Audit, Assessments and Evaluation element, a total of $60,000 is
 
budgeted for audit of project activities. This amount includes $20,000 for
 
audit, assessments and financial review of the Directorate's operations. All
 
USAID fund disbursements will be subject to U.S. Government audit. Each 
iinplementing agency will be responsible for maintaining a complete set of 
records for up to three years after PACD. These records will be made
 
available 1o USAID and GOE auditcrs on request. 

E. Performance Disbursement Mechanisms 

The Cost Recovery Programs for Health Project utilizes a performance 
disbursement system to 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 ismade to fund implementation of those plans. This 
basic funding mechanism isutilized by all three components, but it differs in 
some respects for each. 

I. Component 1: Conversion of MCOH Hospitals and Clinics
 

Disbursement 1 is contingent on the development and approval of plans for
 
improvement of the Project Directorate's management capability. These will
 
include (a) an RFTP for initial technical assistance to the Directorate for 
the design and developmnt of management, operational, adninistrative, and
 
fiscal procedures for project implementation; (b) a work plan for development 
of the Project Handbook/PPRGS to include a draft cutline of the Project 
Handbook; (c) a work plan for developing the operational capacity of the 
Directorate to plan, budget and implement the project; and (d) a review and 
update of the project implementation schedule contained in Annex 0. Prior to 
disbursement, the MCH will issue a letter to AID specifying its intention to 
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 
apaility of the Project Directorate. It requires presentation and approval 
of a plIan and budget to EJSAID' which includes (a) an~ REiTP for technical 
assistance and training from the Directorate to the facilities undergoing 
conversion to cost recovery systems; (b) a comipleted Project Handbook 
outlining management, operational, administrative and other procedures; (c) 
_secif caions and q1 r~i rn g st recoverys istsn 

hospitals 'and'clinics (d) prioritization of facilities 'to be converted (e) 
general technical assistance requirements for facility conversion;' and (f) 
updating of~the project implementation schedule. 

Disbursement 3 will involve the estimated funding required to convert the 
initial block of 3 to 5 facilities. Prior to disbursement, detailed plans and 
schedules will be presented to USAID for approval. The plans will include GOE 
authorization to convert the specified facilities; on-site assessment of each 
facility; selection and contract employment and training of required staff; 

. ' 

" 

* 

com~prehensive cost recovery conversion plans following Project Handbook' 
guidelines and other specifications and criteria; plans for. deployment, of all, 
resources to implement the conversion;' RFTPs for renovation of facilities and 
procurement of equipment, supplies, and 'maintenance services; and assessment 
and revision of Component 1 implementation schedule. 

a'" 

Disbursement 4 comprises the estimated 'funding required to convert the next 
block of* 5'.to .7 facilities. Prior to disbuirsement 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. ' ' 

Disbulrsement 5 and all' suibsequent disbuirsements will consist of ,funding for 
the next block'of 5 to 10 facilities. Prior to disbuirseme'nt the same criteria 
as Disbursement '4 mist be fulfilled, with the addition of an evaluation' of the 
cost recovery status of previcusly converted u'nits 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 mst be operating on a 
cost recovery basis. 

. 

~~ 
VI 

The above perfornknce disbursement criteria have been e 'laborated in 
considerably greater detail in Annex,Iq. These criteria 'will be..reviewed and ' 

finalized prior to first disbursement. The finalized performance "disbuirsement' 
'a criteria will be 

personnel. 
included in the Project Handbook' for the use of all.Project 

2., Canponent 2: Management Improvements 

'4 a" 

'a 

Disbursements for the development of management information systems and other 
management improvements will be made on the basis of proposals to the Project 
Steering Ccamiittee. The project will make funds and technical assistance 

"a 

available for the preparation' of proposals and RFTPs. When a proposal is a '' 

approved, audn for the prpoe activity will be disbursed.~j 
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Disbursement 1 will include funding for technical assistance inMIS ,desigfo 
preparation of proposals and RFTPs. Up to 3 months of technical assistance 
will be funded for HIO, and 6 person months for the less experienced~ CCC). 
Sub-project proposals for improvement of management practices in University 
hospitals and professional groups ,will be supported as needed. Disbursement 
will be made after satisfactory negotiation of the parameters of the proposed 
activity and the format of the proposal. 

Disbursement 2 includes funding for the preparation of P~s which will be 
based on the approved proposals. once the sub-project activity has been 
approved, the health care organization will negotiate the funding required and 
format of the RFTP with the Project Steering Committee, and disbursement will­
be made. 

C.-

Disbursement 3 will provide funding for implententation of the proposed
 
sub-project activity. Disbursement wilbe made after the Project Steering
 
Commnftee approves the RFTIP.
 

3. Comnponent 3: E pnsion of Credit for Private Health Sector 

The performance disbursement mechanism for Comnponent 3 involves USAID approval 
of plans for institutional development of the implementing organization, 

- -implementation of those plans, operationalization -of technicalrassistance 
­

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 to the implementing organization for developing its capability to 
encourage the expansion of credit availability to the private health sector. 

The present obligation provides funding for .initial technical assistance but 
not for capitalization, training, or technical' assistance t~o grcup 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 imp~lementing 
organization is fully operational and prepared to assist the private health 
sector. 

*-
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IV. IMPLEMENTATION PLAN
 

A. Admini.strative arrangements 

1. GovernmenY of the Arab Republic of Egypt: (GOE) 

The .Iinister of International Coopera,-ton (MIC) will be the signatory to the 
Project Agreement (ProAg) and 1o all sbsequent ProAg amendments.
 

2. EImlementing Agencies
 

The Ministry of Heal-h (MOH) will be the lead GOE agency responsible for
 
implementing This Project. The Ministor of Health will issue a decree for
 
reorganizing The Cost Recovery for Health Program Project Steering Committee
 
and estaolishing The Project Directorate as semi-autonomous units under The
 
admtinistrative umbrella of The MOH. 

B. Project Management 

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

I.GOE Management
 

Component One; the MOH Project Directorate will be the lead agency for
 
planning, implementing and evaluating this carponent's activities. The MOH
 
will be responsible for delegating authority co the Project Directorate and
 
the individual facilities for project implementation and host ccuntry
 
contracts for technical assistance, facility renovation, caoodity purchases
 
and training.
 

Component Two: the Project Directorate will be the lead agency for evaluating
proposals and coordinating program implementation. will delegateThe MOH0 
authority to the Health Insurance Organization, the Curative Care Organization.
 
and other key cost recovery institutions for project implementation and host
 
country contracting for technical assistance, training, equipmnt and other
 
essential activities.
 

Component Three: the Ministry of International Cooperation will be the lead 
agency for pla ning, implementing and evaluating this ccnponent's activities. 
The MIC will be respoisible for delegating authority to the Egyptian Small 
Business Credit Guarantee Corporation for project implementation and host 
country contracting for technical assistance, trainin- camxdity purchases, 
and loan guarantee 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 Steering Ccmmi-tee
 

The Projec: Steering Ccmuittee (SC) will provide policy, advisory and
 
coordinating assistance for project implementation. The SC was first
 
organized in _984 -o participat-e i.n developing and designing the Project. 
Membership was exclusively from the Ministry of Health. Because of the
 
diversi-ty of activi-es, the SC will be restructured as a requirement
 
precedent for "he Project. The major duties of the SC wi Ll be: 

" 	Establishi.ng project policy;
 
* 	 Reccumending and following up on law changes, decrees and regulations for 

implementing cost recovery i.n government facilities; 
* 	Reviewing and approving plans for convert.ing GOE health care facilities to
 

fee for services operation;
 
" Prcmoti.ng policy dialogue in the public and private sectors;
 
* 	Reviewing and approving initial guidelines for providing CGC guaranteed
 

credit to i.ndividual and grcup physicians through the Egyptian banking
 
system; reviewing procedures on a biannual basis;
 

* 	Reviewing and approving Project funding proposa.s for the HIO, CCO and
 
Innovative Activities.
 

Steering CoaTi.-ee menbers will be appointed by the Minister of Health, in
 
collaDoration with the Minister of International Cooperation. Members will be
 
recommended by the involved Ministries and Corporations, in consultation with
 
USAID.
 

b. 	Pro ect 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 
determned. At a minimrum, the first two positions will be filled by 
government employees whose full-time job will be managing and implementing 
Component 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 to an existing undersecretariat in the MCH, suca as 
Hospitals/Curative Care. This transfer of authority could occur 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. 

http:Prcmoti.ng
http:Establishi.ng


33
 

C.Health Insurance Organization and Curative Care Organization
 

Activil jes planned under Comlponent T , will be primar ily implemented within 
the existing administrative structure of the HIO and CCO. The Steering 
Committee will be responsible for reviewing and approving funding applications 
froml the HIO, CCO and other organization.5. Once approved, the organization 

be responsitle for appointing a person or persons to implement the 
activi ties iti raialnsoeal-srcue o x1rl1ti-HO' 

___ 

wiill use the existing Data Processing Center staff for implementing expansion 
2:> . .. activities. 

____will 

Persons appointed as principals by organizations mist have authority to 
contract for activity suipport and act on behalf of the organizations.' 
Contracting will be inaccordance with AID Handbook 11, Host Country 
contracting procedures.
 

d. The Small' Scale Enterprise Credit Garantee 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 promoting credit for
 

was 	not part of the original concept, ithas been accepted in
.'physicians 


* 	 principle by the CGC and the Ministry of International Cooperation (MIC), the 
implementing ministry for the CGC. 

Funds for Ccsnpone-,t Three will be channelled through MIC to the CGC which will 
guarantee 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 CGC guaranteed 
credit facilities. The CGC will contract directly for the services of a team 
of. advisors to assist providers with such things 2as market analyses and credit 
applications. 

2.* USAID Management 

LSAID/Cairo's office of Health will be responsible for managing, coordinating 
and mnitoring the Project. The USAID Project officer will maintain contact 
with the Project Directorate's staff, have access to all Project associated 
docuentation, and serve as an ex-officio member of the 2Steering Comittee. 
The Project officer will make on-site 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 M&E 
contractors. ~The Office Director will lead in policy dialogue. 

C. 	 Proculrement Plan 

Project goods and services will be provided throuigh both direct, and host 
country' contracts. AID) will not be directly involved with procuiremnent actions 
carried out by the Government of Egypt. 
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firm for monitoring the progress and quality of work performed in Component 
one renovations. The A&E contractor will assist tISAID in assessing acceptable 
performance for liquidating advances and evaluating proposed Reform Plans. 
The services will be required for the life of Component One. 

The interim contractor, the ltVTA contractor and the A & E contractor will be 
under' the guidance-and supervision of the office of Health Project Offi,cer., 


4)Su4tSevcs The contract services of two IQCs or .8(a)
 
firms will be uebyUNDto conduct external evaluations and audits.
 

b. Project Directorate Contracting Arrangemients
 

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

1) Pro3Jrelnent Services A~ent (PSA): The Project Directorate will 
contract the services of a tJ.S./Egyptian PSA firm to procire medical/health 
equipment required in renovating health care facilities in Component One. 
U.S. procurements will be inaccordance with Handbook 1. Procurement of local
 
materials and supplies will follow AID policies and procedures for shelf items
 
set forth inHandbook 1 B,section 18.4.6.
 

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

3) Compnent Two oprations Research and Spcial Studies: The 
Project Directoratewill encourage unsoli.cite :proposal from ea t care 
providers, universities and 'consulting firm for' operations research and 
special studies, as well as proposals solicited through the media., 'Since 
contract awards are expected to be under $100,000,' advertisinig 'will be 
conducted only in Egypt. Host cuintry contracting rules will 'be followed. 

The host ccuntty contracts 'will be competitively 'procu~red, and the contractors 
will be directly supervised by the Project Directorate. 

2. Carmodities 

Ten million dollars worth of hospital and medical supplies and equipmnent will 
be procured thrwugh a Procuremnent services Agent (PSA) using Handbook 11 
procedures. U.S. advertising for the PSA will be throuigh the ca3. Both U.S. 
and Egyptian firms will be invited to participate Iin the PSA selection 
process'. Commnodity proculrement through the PSA will use IFBs -and in a few 
cases, small value procurement procedures ouitlined in Handbook 11. 

Five and one-half million dollars is set aside for' procuring computer 
hardware, software and peri'pherals. Since the TA contractors will play a
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major role in selecting, installing and training in using the computer
systems, equipment srtoecifications will be required of bidders in proposals
 
submritted for the HIO and CCO activit:i.es.
 

There may oe_ Iimi ed requirement to procure commoditi.es thrcugh Pro/Cs. This 
is not expected 'o exceed $250,000 
over the life of the Project. This
 
-quipMent will be used to spport TA contractors performing under direct
 
contracts With AID.
 

3. Training 

Training procureiaent will be part of the plans developed for Components One
 
and Three, and for the proposal development contractors in Component Two.
 
Contractors providing technical assistance will be responsible for all
 
participant and in-ccuntry training activities in coordination with the host 
country officials. 
Zero funded PIO/Ps will be filed to account for
 
participants. Participants will be similarly accounted for as a part of the 
AID direct TA contractors 
in support of Component Three activities.
 

Host country contractors in Component One will arrange for approximately

$364,000 of short-term and $432,000 of on-the-job training in the U.S./third

countries and $739,000 of local training. Host country contractors for
 
Component Two wil.l manage $500,000 of short-term and $300,000 of local
 
training activities. The direct USAID contractor 
for Component Three will
 
implement $784,000 of 
local workshop training, $210,000 of short-term and
 
$540,000 of on-the-iob training. 

4. Gray Amendment
 

Careful consideration will be given to Early Alert identification of
 
opportunities for minority, Small Business, 8 (a), and women-owned firms,
 
minority-controlled Private Voluntary Organizations, and Historically Black
 
Colleges and Universities. In particular, the RFP for the M/TA contractor
 
will requIire that all M/TA proposals include a plan for minorities
 
participating in Project Implementation. A Gray Amendment certification is
 
included in Annex F. 

D. Training Plan
 

Detailed training plans will be required within the Performance Disbursement 
Plans of Cauonents One and Three. A detailed Training Plan will also be a 
required deliverable of the design contractors for Component 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. C onent One 

S On-site training conducted by contractors; 26 hours per site in each of
 
the following disciplines: financial management/accounting, health
 

(1 
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admi~nistration/management, procuremoent, contracting, maintenance/4" 

logistics, management information and records control (5,200 total on-site 

hours). 
.	 ,Local training organized by the Project Directorate to improve cost. 

,recovery delivery; 40 person months of training Directorate staff, and 340 
person months of local staff training 


*Short-term training, primarily U.S.; 60 months of on-the-job training in 
- hospital management/fi nancing and 60 months of short-term training­

(approximately 15 participants for 3 months each).. 

Component one training will take place in the U.S. and Egypt. Participants
traveling to 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 the responsibility of facility level
 
TA contractors in collaboration with Directorate guidelines for on-site
 
training protocol. MOH- facility officials and TA will be responsible for
 
maintaining on-site training records to be reviewed regularly by Directorate
 
staff/consultants. 

2. 	Component Two 

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

componient Two will provide approximately 30 managenent/managenent information, 
6,month short-term participant training opportunities. The host country 
contractor. will be responsible for arranging and monitoring the activities. 
The HIO system will probably needfewer training courses than CCO because of 
the strength of management information personnel. as a result of the systems
training under the Urban Health Services program. 

3.Canponent Three
 

* 	 Local training for 4,800 individual, group and prepaid Comnponent
participants who will receive approxi:mately 4 day classes in 
administrative and fiscal management of private practices. 

* Local training for 90 prepaid health care managers/practitionerswho will 
receive an approximately .12 day course developing and implementing.in 

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). 

I 
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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 
with appropriate institutions and monitoring. The USAID direct contractor 
will also be responsible for developing 980 person months of local training 
for some 4,500 physicians and 90 prepaid managers. 

The quality of the training program will be ultimately reflected in the 
ability of Egyptian health caze managers to plan and implement the cost 
recovery activities outlined i.n this Project. Periodic evaluations that may 
be used to determine training progress and effectiveness are: 

o 	 Wmber of personnel trained; 
* 	Effectiveness of trained personnel in establishing cost recovery
 

activities;
 
* 	 Familiarity of health managers with principles of cost recovery activities; 
* 	Monitoring the quality of the formal training sessions.
 

Training program quality and progress will be monitored by Directorate TA
 

contractors and the USAID direct contractor. 

E. Implementation Schedule
 

Table IV-A summarizes the Project implementation schedule.
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Table TV-A
 

Project Implementation Schedule
 

ACTIVITY 


1. Project Paper approved 
2. Project Agreement signed 

3. Project Directorate (P.D) established 

4. PIL # 1 issued & Requirements Precedent satisfied 
5. Interim Contractor mobilized 

6. RFP for Technical Service Contractors issued 

7. PD starts institutional development 

8. MTA Contracts awarded & Contractors mobilized 

9. First Reform Plan Approved (3-4 Units) 


10. Evaluation of CGC begins 
11. Component Two activities begin 
12. Component Three approved 
13. First disbursement for capitalization approved 

14. Second Reform Plan approved (6-8 Units) 
15. Third Reform Plan approved (10 Units) 
16. Mid-Term Project Evaluation 

a. First Reform Plan implemented 
b. Second Reform Plan approaching ccmpletion 
c. Component Two activities - 30 months underway 
d. Component Three activities - 27 months underway. 

17. Faurth Reform Plan approved (10 Units) 

18. Fifth Reform Plan approved (10 Units) 

19. Six Reform Plan approved (10 Units) 

20. Final Evaluation 
21. PACD 

MONTHS
 

September 1988
 
September 1988
 
November 1988
 
November 1988
 
November 1988
 
February 1989
 
May 1989
 
July 1989
 
August 1989
 
September 1989
 
September 1989
 
December 1989
 
July 1990
 
August 1990 
August 1991 
April 1992 

August 1992
 
August 1993
 
August 1994
 
February 1996 
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 
the Steering Comnittee semi-annuall . Committee members will review Project 
progress to date, problems encomntered, and detailed renovation and equipmen­
plans for the coming year. The review will emphasize Project performance in 
relation to the Project goal and ixirposes, the record of the Directorate in 
implementing and facilitating all 1-h_? necessary activities, and Project 

expenditures. The reports submitted ;-o the Steering Committee for review,
 

plus ary coments offered by the Steering Cinmittee, will be forwarded to
 
USAID.
 

Renovatien and management improvement monitoring will be.conducted by the
 
activity coordinators of the Project 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 activities will focus on:
 

" operating procedures including financial, procurement, contracting,
 
project policies and other issues as appropriate;
 

" 	Annual renovation Reform Plans;
 
" 	Long-term training plans; and
 
* 	Selecting specialized contractors or consultants to assist the
 

Directorate.
 

USAID's monitoring responsibility will focus on the Steering Committee's and
 
Project Directorate's compliance with policies and procedures as stated in
 
annual reform plaro, and financial and progress reports. In addition to
 
reports, progress wiil be monitored by periodic consiltations with Steering
 
Cciruittee and G(E 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.
 



- 41 -

B. Evaluation Plan
 

Two types of evaluation mechanisms will be used to ensure the Project
 
continues making progress toward its goal and objectives, responds to changing
 
priorities, ismanaged efficiently, and results in effective cost recovery
 
programLs.
 

1. Contiwtnq Internal Evaluation 

The Directorate will be responsible for anaual assessment of progress in
 
renovating facilities, improving management systems and achieving policy
 

reform. The DLectorate will also evaluate other activities within its area
 
of responsibility to ensure that appropriate attention is given to all Project
 
ccrnpcnents.
 

2. Formal External Evaluation 

Formal external evaluations of the Project will be conducted in years four and
 

eight. They will follow standard AID guidelines 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 the services of the U.S. team members. The skills
 

needed for: the evaluation include: cost recovery program design and
 

implenentation, health delivery management and administration, project
 

managerent, and loan guarantee program management. The evaluation teams will 
use the Project's logical framework and baseline data as a reference point to 
measu re progress. 

The evaluation team will assess the following:
 

* Verification of the inputs, outputs and assumptions;
 

v The exten;: to which policy reform, facility renovation and cost 

recovery have been effectively incorporated into the MOH health 

delivery systen; 
e The performance of the Steering Committee, Project Directorate, the 

contractors; and. 
e The progress and effect of expanded private sector medical care in 

rural and periurban areas. 

3. Special Evaluation
 

uring the Project's second year a special external evaluation will be
 

conducted to determine the success and effectiveness of the COC. Upon
 

completion, a decision will be made to proceed with the Component Three loan
 

guarantee program using CGC as the implementing agency. If a negative finding
 

occurs, the Project will have to identify a new organization for implementing
 
this Ccrmponent.
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VI. CONDITIONS PRECEDT AND NEGCOTIATIN STATUS 

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

A. Conditions Precedent 

I. niti.al Disbursement 

Prior to any disbursement for this Project, or the issuance by USAID of
 
documentation pursuant to which disbursement will be nade, the GOE will,
 
except as the parties may otherwise agree in writing, furnish to USAID, i.n
 
form and substance satisfactory to USAID:
 

a. Evidence of GOE approval of the fee-for-service operation of
 
designated hospitals and clnics converting to a cost recovery basis.
 

b. Evidence of restructuring the Cost Recovery Project Steering
 
Coumni-tee, including delegation of authority for policy decisions,
 
planning, and implementing Components One and Two of the project.
 

c. Evidence of establishing a Project Directorate, including delegation 
of authority for Components One and Three under the Project Steering 
Committee, and assigning required managerial and technical staff. 

d. A statement of the name of the person(s) designated as authorized
 
representat:ives(s) on behalf of the GOE and of any additional
 
representatives, together with specimen signatures of each person
 
specified in such statement. 

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

2. Disbursement 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 procedures for assessing renovation and equipment
 
needs and costs are in place, and all appropriate sets of 
regulations 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 Authrization. 
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3. 	 Disbursement for Financing Private Health Care Practices 

Prior to release of Component Three 'iands for financing private health care 
practices, tne GOE will, except as the parties may otherwise agree in writing,
furnish USA.D, Ln form and substance satisfactory to USAID, evidence that: 

a. A private sector organization with F-tentlal for successfully
 
operating a loan guarantee program for purposes of this Component
 
has been identified and will be aceptable to AID.
 

b. 	 Such other documentation as USAID may reasonably require. 

B. 	 Covenants 

The GOE agrees that: 

i. 	 It will provide, on a tinely basis, all local logistic support as 
may be required to ensure effective use of Grant financed goods and 
services.
 

2. The Steering Coaittee and the Project Directorate will meet 
formally with the USAID Project Officer, at least sen-annually, to
 
discuss major elements of Project progress. 

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

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

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

C. 	 Negotiation Status 

There has been a continuous dialogue with the MOH in preparing the Project
Paper. The ME is in agreement with the Project description and 
implementation as presented herein.
 

* Not to be included in the Project AuthorizETon. 
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VII. SUMMARY OF ANALYSES
 

A. Sirrrary of Tecnnical Analysis 

The Cost Recovery Programs for Health Project is being proposed at the right
 
time. The "30E 1s orepared to introduce policy and program reforms; a cadre of 
admnistrative and manaqenent talent exists to start implementing the
 

-
program.s; oecause of prior USAID assistanc 2 the MOH has considerable
 
experience and talent in managing hospital and clinic renovation and equipment 
purcnasing activities; and successful organizations exist to serve as role 
models and implemenors of an expanded health cost recovery program.
 

component One employs the successful aspects of the model fee-for-service 
system of tne Ciratvve Care Organization to expand revenue generating 
services. The ,ICC has impressive staff capabilities and experience in earlier 
USAID health facility projects for carrying cut the Component's renovation and
 
re-equiping efforts. Additionally, phased performance disbursements will 
assure that inrlementaion proceeds at a level which the system can absorb. 

Componenl ? o activiies will De carried ut by t'-K groups t.a"* nave proven 
themselves quire capable at cost recovery program management. The approach to 
introducing managerient improvements in this Project was successfully tested in 
the Uroan Health Delivery System Project. The unplementing organizations are 
completing -heir third year of demonstrating the technical feasioility of this 
approach. 

Component Three focuses on introducing the standard loan/credit quaranee 
program approach thrcugh accredited banks. After an extensive exanination of 
Egypt's financing systems, the design team concluded this is the most 
effective and efficient way of expanding private sector financing to
 
individuals and groups. The first year-and-one-half of component activities
 
will concentrate on designing the loan program; both the mechanics and loan 
criteria.
 

Given the expert technical planning in selecting project activities, and the 
safeguards 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 to overcome them.
 

Annex G provides a full technical feasibility analysis.
 

B. Summary of Financial Analysis
 

The aim of the financial analysis is to show that the proposed project is 
'financially viable', i.e., the expected stream of revenues exceeds the costs 

when suitably discounted and summed. Alternatively, the rate of discount 
which produces a zero net present value should be higher than the minimum 

( il
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threshold acceptable to project planners. At this stage of the proposed
 
project, component one is amenable to more quantitative financial assessment
 
than the other components. The purpose of this assessment is to ascertain the
 
financial internal rate of return from marginal investments through the
 
project in a "representative" medical facility with approximately 200 beds.
 
Technical assistance was received from officials of the Ministry of Health and
 
the International Science and Technology Institute (ISTI) in p-tling together
 
a hypothetical spreadsheet of costs and revenues for such a facility. Under
 
certain h3seline conditions and assumptions appropriate in the Egyptian
 
context, the project to "convert" a representative medical facility into a
 
"cost recovery mode" was found to have a financial internal rate of return
 
(FIRR) of approximately 48 percent in real terms.
 

Sensitlivity tests on the FIRR confirmed the robustness of the above result. 
These tests were conducted to monitor the imrpact on the FIRR of varying 
assumptions about (i) the price elasticity of demand for medical services and 
(ii) 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 
favoraoie. With real annual wage increases in the 10 to 50 percent range, the 
FIPR rose to between 90 and 70 percent, from its base value of close to 50 
percent (reflecting the assumption of imch higher wage rate changes in the 
base case). 

Turning to ccmponent two, section II.D of this paper mentions the Health 
Insurance Organization (HIO) and Curative Care Organization (CCO) as two 
health care systems currently operating in Egypt on a fee-for-service basis 
and recovering most or all of their costs. Another source (Phase I design 
report prepared by ISTI, June 1987) indicates that CCO, in particular, 
dcnieved a 9.7 percent return on Investment (ROI) in FY1986, where ROI 
measures the return to the shareholders from current operations; investment in 
this instance equals the 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 capital 
from internal resources. 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 from such investments 
into these and similar institutions. More concrete evidence should clearly be 
gathered as the project moves along. 

Finally we consider briefly conponent 3. According to conventional wisdom,
 
the basic constraints to the development of private health care come frm 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." (Source: Section II of this paper). The absence of a serious
 
denand constraint will be demonstrated by the high loan repayment rates
 
expected in component three.
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In view of the above, we conclude -hat, overall, the financial analysis points
 
to a potentially viable investment in the Egyptian health sector, through the 
medium of the proposed project. The Financial Analysis is in Annex H.
 

C. Summary of Economic Analysis 

In evaluating 'he Cost Recovery Programs for Health Project, we reco<4nize -hat 
this project is a package of interdependent components. For example, if 
government hospitals are to operate user-fee/cost-recovery schemes 
successfully, major improvements in the quality of the services proviJed by 
these faciliti.es will be necessary. Iursuant to this, the pro]ect ii.li assist 
government hospitals to improve efficiency, particularly as this is reflect-ed 
in the quality of the services provided by them. This will enlarl changes in 
hospital organization structure and procedures to produce an organization 
environment in which success in producing a high quaality product which 
satisfi.es consumers will be rewarded and in which hospital managernen will 
have a realistic opportunity to succeed in this way. 

The organization changes required for enhanced efficiency will -hemselvos be 
greatly facilitated where, as planned under one component of the project, the 
hospitals have established user fees, market services and in this way earn 
revenue. Thus, there is a sinultanecus relationship - improved 
efficiency/quality is necessary for a successful user-fee/cost-recovery 
program and, in turn, revenue earned from fees is necessary to establish
 
organization procedures necessary to enhance efficiency/quality.
 

There are further interdependencies among the project components. For
 
example, to 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 
technical assistance and in other ways, the project will assist government 
hospitals to participate in social financing schemes. (It will also assist 
other parties, on the demand side of the rarket and on the supply side of the 
market, to implement health insurance programs ). 

Given such relationships among the project components, it should be clear that 
any attempt to evaluate the project by Jooking at the components seriatim, 
would not be in accord with the logic which has informed the design of the 
project. Collectively, the project components comprise a package which we
 
shall characterize as a Ostructural" intervention. This kind of intervention
 
calls for a different kind of economc evaluation than that suitable for the
 
Operformance" interventions represented by what have been historically the 
typical 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." 

http:satisfi.es
http:faciliti.es
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As has been noted, the project will assist MOH hospitals to establish systems 
of user fees such that t4y will in this way achieve significant cost 
recovery. The GOE has propcsed the Curative Care Organization (CCO) as the 
initial model for user-fee/cos7-recovery programs in the MOH general hospital 
system. Annex I addresses some aspects of the issue of the feasibility of 
reliance on the (CCO) model for cost recovery generally throughout the MOH 
general hospital system, e.g., the question of the burden on household budgets 
that wcuid be entailed by household purchases of such services at prevailing 
CCO charge rates. A comparison of household income levels and distribultions 
with the burden of medical-services costs implied by CCO charge rates, 
suggests that there is indeed scope for significant cost recovery by 
converting some MOH facilities to the CCO model. At the same time r:hat this 
component begins to implement such conversions, research should begin to 
inform judgments about what modifications in the CCO model may be in order as 
cost recovery generalizes across the MOH hospita system. 

One of the components, namely, loans to physicians to establish practices in
 
rural areas, is very liuch a part of the overall "privatization' thrust of the
 
project. tieveritheless, this component is not as interdependent with other
 
project components as are the other components. For the economic aa'alysis, 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 abcut denand-related contingencies, the cost per beneficiency
 
household is modest in light of the opportunity for access to health services 
afforded to these households. Moreover, this component should be regarded as
 
responsive to problems in the health-services sector owing to underfinancing
 
of MOH health services.
 

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

(i) 	 Benefits of privatization
 
(ii) 	Rationalizing health financing
 
(iii) 	 Service to equity objectives
 
(iv) 	 Evaluating 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 nust be regarded as cost worthy. 

D. snlnary of Administrative Aalysis 

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 basis. It was concluded that a new Project Directorate 
should be created to implement components 1 and 2, specially 
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designed to focus its attention on unique activities, make quick decisions,
 
and assess the camplex options and innovative approaches involved in this
 
project.
 

The Pro]ect Directorate, which will conduct on-going operations, is 
specifically tailored to accrmplishing project objectives. It will have 
precisely the staff and technical resources required, and its small size and 
clear focus will allow cornsistent attention to prolens and rapid 
decision-making. A technical assistance contractor will provide full 
technical support for the Directorate to carry cut its responsibilities. The 
USAID Health Office has used similar specialized implementing organizatlons on 
most of its MOH projects, and they have proven to be effective mechanism for 
project implementation. A policy-making body, the Project Steering Coimi-tee, 
will e at least quarterly, and will include representatives from USAID,eet 
MOH, and other rnistries involved in the project. 

In Cmponent One the Directorate is directly responsible for converting
 
selected hospitals and clinics to operate on a cost recovery basis.
 

Component Two involves preparing technical proposals and implementing
 
management iprovements by the HIO, CCO and interested universit hospitals
 
and professional organizations. The Project Directorate will be the
 
implementing agency, with considerable responsibility taken by the HIO and CCO
 
for implementing their proposed managenent inprovemnents. Both groups are well
 
organized and effective, and HIO has considerable expertise in management
 
information systems. Technical assistance is provided for preparing technical
 
proposals. These management improvement subprojects :an be carried owt by
 
consultants with minimal technical support from the Project Directorate.
 

The host government counterpart for Component Three i.s the Ministry of
 
International Cooperation, serving as a conduit for channeling credit
 
guarantee funds to a private sector implementing organization. MIC has
 
extensive experience in this capacity.
 

The Credit Guarantee Corporation is being considered as the implementing
 
organization of Component 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
 
operational in 12 to 18 months, and at that time a decision will be made
 
whether to use CCC or create a specialized organization to implement Ccmponent
 
Three activities.
 

The detailed administrative analysis inAnnex IV-C, concludes that the
 
implementing organizations have the experience and capability to carry out all
 
the prop:sed activities. The use of a specialized project directorate has
 
been demfonstrated by previous 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
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organization can be tailored for effective implementation of Component Three
 
activities.
 

In all cases, technical needs or institutional shortcanings have been
 
identified, and appropriate technical assistance and institutional support 
will oe provided. The Project design team concluded that adequate 
adrintstra'ive arrangTents have been made or are in process to assure 
effective project tmplementati-on. 

E. Sun"ary of Social Soundness Analysis 

Scientific ealth care practices are not an innovation in Egypt. Even in 
rural areas traditional or folk medicine is rare, and all social groups seek 
modern health care. Annex K presents a full Social Soundness Analysis and 
concludes there are no social or cultural barriers to project acceptance and 
success.
 

1. Project Replicabiity and Spread Effect:
 

The project is specifically designed to maximize the potential for 
replicability and spread effect. Component One wil convert approximately 50 
government health care facilities to a cost recovery basis, with a clear MOH 
intent that with success in this project and valuable lessons learned, the 
entire system of 350 hospitals and clinics will be similarly converted. In 
Ccrnent Two, installing imTproved manage- ent information systems at the HIO 
and CCO will have a powerful demonstration effect, and the institutions' 
improved ccm>etence will provide a capable and experienced source of technical 
assistance for other organizations. Component Three will stimulate expansion 
of credit for private practitioners, with the idea that once underway the 
process will continue without outside intervention. 

2. Social Consequence and Incidence of Benefits: 

The project is designed to improve the quality of health services for all 
socio-economic groups. Converting selected facilities to a cost 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. 9Spporting the expansion of credit .to 
private health practitioners in provincial cities and rural areas will
 
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 environrmnt. Its objective is to put the Egyptian health care 
system on a firm financial basis which will assure its continued viability 
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after the project is completed. The project improves the quality of health
 
care in general while protecting those who are unable to pay. With
 
replication throughout the government health care system and the private
 
health sector, its benefits will continue after the project is completed. The
 
project i.s socially and c1t-urally feasible, provides considerable spread
effect, and is beneficial to a wide variety of soci.al groups with benefits 
widely di.str .suved throughot Egyptian society. 

F. Sunmarv of 'nvironmental Analysis 

The Project's planned activi.ties will. not have an effect on the natural of 
physical environment. A categorical exclusion has been granted under AID's
 
environmental procedures, Section 216.2(c) (VIII); programs involving health 
care or population and family planning services.
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[rQfit. can rik fully meet. healt (:are neit­



2-


FR= EURPORE (cntirsi ) rNITIMS UMH1WE INDICJE If F VEITFICArW AS MPFIC(S F(R PA{IFM R3EVI 
H1:CM HAS BEN AmEvED: 

EaD CF PRIJE~T SMS 

Lxpmei, cot-eff ct ive services 
provif]d to 2.5 i1lion peop]e 
in HIO and CXXD facilities. 

Fira-cial resords, 
and MIS rports. 

ratios 5jyetirt will rxogrive1y 
us privae halth sctor 
as -sruro uf(inlity care. 

45,000 [cple Ling rew pxepaid 
health care senrices, 

(aEreoords, clinic reports, 
ark loan dustritutions and 

reords. 

Reaa4mhle profit possibilities 
exist foA private health care 
pruvidtrs within the ecrxW,,. 

OJIM MMITIU CF OJIIUS: MDVS OF VEUIHGa(CN ASBLWFICNS FR P;IEVITU CJJI<S. 

(XE faciliLies criated to 
oast reooery cperatia-s. 

40 hospitals, 3,500 beds 
10 polyclinics 

GE records. (XE actirtLes to sualort 
ast rexery. 

Inroved Cumenrcial eia*ing 
systen to provui fir-Tmial 
svice to health care 

10 birks Participaing Bark rerds (1rercial Lak ing sector 
atnm interet serving 
smra1 srile lenders. 

Ex bi ixfer of private, 
prepaid health dlivery 

5 private inurance s±Nrs 
25 HMD or HMf-like facilities 

Bank records, 
GCE files. 

clinic reports, (E ontirer support of 
private sector. 

Inpx1 a niratie and 
fina-cial cab lities at (s 
acd HIO thru MIS inpmoerents. 

4 oplete MISs to ir XE 
acst acmnting, registration, 
piet infction, inw.itay 

ReCrds, site rExxts. HIO and CCO can 
persxrel. 

retain traired 

crrtrol, quality assesset 

Inu a ber of private 
fedical practice partiaolarly 
in rural area and s3xInty 

14,000 individal practices 
25 grcap practices 

Bark lcan reoods; GE 
reports 

Private g-sicias contiae 
to be good credit risks. 

cities. 
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INUIS RI MMNI CN IREr MMS CF VERI(XICN ASPPI CNS RR PRZWUDIN3 TN[UIS 

1. ' st reoxiery nvqersions: $45,000 

Tu[-nical Assistance: ($10,000)
Prueo idsburseft: (35,000) 

(Blipra-t: (17,000) 
(Fr ivations: (18,000) 

GEE o( _irs to s.xxt piblic and 
private health sector 

2.Mxkigamt flx 
to HIO and cms 

-ets 10,000 

Tectdcial Assistance: 
Trainirg: 
(3JnffitiEs,4lwnt 

oerations E rd 

(3,639) 
(1,500) 
(3,80) 
(1,061) 

Deig-ed tecrmhih training, 
aquiprat and rearc leve.ls 
can iffprxi effectiveiess 
of the health sector. 

3. Private 93cr Credit 

Credit R=m 
Techrica1 Assistance: 

ainr: 
Owlrxties: 

(33,000) 
(3,800) 
(1,500) 
(200) 

38,500 

4. Evalation and Audit 1,500 

'DML: 0 Financial distursant rexxcds 

(DOC: LOGICAL) 
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